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MINUTES 

Joint Pensions & Retirement and Aging 

March 3, 2015 

The Joint Pensions & Retirement and Aging committee met on Tuesday, March 3, 2015 at 10:00 a.m. 
The meeting was held in room 423 of the Legislative Office Building. Thirteen Senate members of the 
committee were present. Senator Tom Apodaca presided . 

Senator Apodaca introduced the Pages and the Sergeant at Arms. Senator Apodaca introduced 
members of the North Carolina Retirement Division for a presentation. The following are who spoke to 
the committee: 

Steve Toole- Deputy Treasurer of the NC Retirement Division 
Sam Watts- Policy Analyst for the NC Retirement Division 
Tony Solari- Director of Governmental Relations for the NC Retirement Division 

Senator Apodaca opened the floor for questions from the members. 

The meeting adjourned at 11:05 a.m . 
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Senate Committee on Pensions & Retirement and Aging 
Tuesday, March 3, 2015, 10:00 AM 

544 Legislative Office Building 

Welcome and Opening Remarks 

Introduction of Pages 

Presentations 

AGENDA 

Steve Toole: Deputy Treasurer of the Retirement Division 
Sam Watts: Policy Analyst, Retirement Divison 
Tony Solari: Director of Government Relations 

Other Business 

Adjournment 
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Corrected #1: Room 423 LOB 

NORTH CAROLINA HOUSE OF REPRESENTATIVES 
JOINT COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notifi ed that the House Committee on Pensions and Retirement w ill meet JOINTLY 
as fo llows: 

DAY &DATE: 
TIME: 
LOCATION: 
COMMENTS: 

Tuesday, March 3, 201 5 
10:00 AM 
423 LOB 
Sorry Last Room Change. 

Respectfully, 

Representati ve Allen McNeill , Co-Chair 
Representati ve Stephen M. Ross, Co-Chair 

I hereby certi fy thi s notice was fi led by the committee ass istant at the fo llowing offices at 2:49 PM on 
Tuesday, September 08, 20 15. 

_ Princ ipal Clerk 
_ Reading Clerk - House Chamber 

Laura Spratley (Committee Assistant) 





JANET COWELL 
TREASURER 

NORTH CAROLINA 
DEPARTMENT OF STATE TREASURER 

RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Retirement Administrative Changes Act of 2015 

North Carolina's 918,000 public employees and retirees rely on the integrity, knowledge, and judgment of 
the Department of State Treasurer to ensure their pensions are protected. This legislative proposal 
incorporates provisions that will clarify interpretations of current law and increase efficiency of 
administration of the retirement systems administered by the Department. These changes affect the 
Teachers ' and State Employees' Retirement System and the Local Governmental Employees' Retirement 
System. 

SECTION ONE: Change Term Length and Impose Term:~imits ,{or Supplemental Board Members 
The section changes the length of terms for members of the Sup~lemental Retirement Board of 

Trustees from two years to three years. It also sets a limit of two consecutive terms and staggers the 
expiration of the terms, as recommended by the As~

1
p¢ja:t10n of Governing Boards of Universities and 

Colleges, in order to ensure stability, flexibility, and continuity of governance. ·· 

SECTION TWO: Revenue from Food Service Contracts to Fm;1.d Veterans Scholarships 
This section authorizes the Department of State Treasurer to contract with outside vendors for food 

services for employees. The net proceeds from. such contracts will ,be transferred to the Department of 
Administration to fund the scholarship program for chilqren of North Carolina's war veterans. 

SECTION THREE: Clarify Investment Statutes for CQ;mmingled Fixed Income 
Amends the types of invest~en(entity structur1es.ihat are authorized for the State's externally 

managed fixed income investments. Currently, commingled vehicles such as limited partnerships, limited 
liability companies, and group trusts are authorized for the State Treasurer's other asset classes, but not 
fixed income. This provision would amend exis~ing lawto authorize externally managed fixed income 
investments to be made either by com.mingled structures or by investment management agreements, giving 
investments staff flexibility to evaluate the most cost-effective structures. 

GF LOOP 11 .. :: •', 

Daily Deposit ACT Correction. 

SECTION FOUR: Clarify Statute to Encourage Volunteer Service during Separation of Service 
This section clarifies the yo~unteer service provision in the definition of retirement under TSERS so 

as not to discourage retirees from working as volunteers in positions normally classified as bona fide unpaid 
volunteer positions during the six months following their effective date of retirement (the "separation of 
service" period). This clarification is intended to reduce the uncertainty surrounding return-to-work 
restrictions in statute and thereby encourage retirees to work as volunteers for State agencies. Additionally, 
this section includes a technical correction that clarifies the distinction between the definition of retirement 
under TSERS and the definition of retirement for judges. 

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385 
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SECTION FIVE: Extend 403(b) Plan to North Carolina Community College System 
This section extends eligibility to participate in the 403(b) supplemental retirement program to 

teachers and faculty of the North Carolina Community College System. 

SECTION SIX: Require Employer Attestations of Data Accuracy 
This section requires participating employers to attest to the accuracy of their monthly data 

submissions to the Retirement Systems Division as part of ongoing annual audit procedures. Additionally, 
employers would be required to share the findings of this audit process in order to allow the Retirement 
Systems to identify and correct error patterns and increase the overall accuracy of the census data upon 
which the retirement systems ' actuarial valuations are based. 

SECTION SEVEN: Improve Tools to Collect Monies Owed to the Retirement Systems 
This section improves the tools available to collect monies owed to the Retirement Systems by 

allowing the Office of State Budget and Management (OSBM) to redirect a portion of State-appropriated 
funds equivalent to the amount of monthly contributions due to the Retirement Systems if an employer fails 
to submit payment within 90 days. 

SECTION EIGHT: Clarify Rule-Making Provisions 
This section grants the Boards of Trustees the flexibility to prevent the expiration of administrative 

rules that protect inchoate rights. 

SECTION NINE: Clarify Application of the 1,000-Hour Rule for LGERS Membership 
As recorrunended by the Department Committee reviewing Return-to-Work Legislation, this section 

clarifies the application of the "1 ,000-Hour Rule" and revises the definition of "employee" to exclude 
temporary employees and statutorily defined Interim City and County Managers . 

SECTION TEN: Procurement Flexibility for Purchasing Contracts 
This section allows the Board of Trustees to set a threshold below which the Retirement Systems 

may use competitive bid procedures established by the Board of Trustees for certain purchasing contracts. 

SECTION ELEVEN: Purchasing Flexibilty 
This section adds a provision to allow the Board of Trustees to set a threshold below which the 

Retirement Systems may purchase supplies, equipment, and materials available under State term contracts 
from noncertified sources. This provision stipulates that the Retirement Systems may enter into such 
purchasing contracts if the delivered price from these sources is less than that on term contract, and if the 
items are the same or substantially similar in quality, service, and performance and have all the same 
features , terms, and conditions as those on term contract. 

SECTION TWELVE: Human Resources Flexibility for Retirement Systems Division 
This section provides a limited exemption from the State Human Resources Act for Retirement 

Systems Division in order to achieve parity with other Divisions operating similar programs within the 
Department of State Treasurer. 

SECTION THIRTEEN: Clarify Procedures for Required Minimum Distributions 
This section clarifies the procedures for paying a member' s Required Minimum Distributions from 

the member's accumulated contributions to the Retirement Systems and the conditions under which these 
procedures apply. 





SECTION FOURTEEN: Adjust Calculation of Final Compensation for Death Benefit Payments 
This section replaces the current calculation of death benefit payments to members who die in active 

service with a flat-rate benefit payment of $50,000, regardless of final compensation. This change 
eliminates ambiguity in the proper calculation of final compensation, reduces the administrative complexity 
associated with death benefit payments, and establishes a more consistent and equitable benefit for all 
members of the Retirement Systems. 

SECTION FIFTEEN: RTW Enforcement Flexibility 
This section changes the enforcement policy for de minimus separation of service violations. 

SECTION SIXTEEN: Effective Date 
This act becomes effective July 1, 2015. 

Prepared by the Retirement Systems Division staff, January 21, 2015 





• JANET COWELL 
TREASURER 

NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Agency Participation Procedures Act of 2015 

This act revises the procedures for entry to and exit from the Teachers' and State Employees' Retirement 
System (TSERS) and the Local Governmental Employees' Retirement System (LGERS) by public agencies 
in order to protect the fiscal integrity of the systems. 

Statutes Affected: 135-5.3; 120-114; 135-8; 128-30 

SECTION ONE: Remove Barriers to Participation for Charter Schools 
This section removes the 30-day time limit restriction for charter schools to elect to participate in 

TSERS and requires the board of directors of an entering charter school to adopt a written resolution 
acknowledging acceptance of the terms and conditions of membership, including the exit procedures in 
Section Three. This section also provides that the Board of Trustees will approve entry for a charter school 
based on the results of an actuarial, financial, and legal review. 

SECTION TWO: Require Review Prior to Changing Employer Participation in TSERS or LGERS 
This section requires the Fiscal Research Division to obtain an opinion from the Attorney General 

or any legislation that would add an agency to TSERS or LGERS to evaluate whether the agency is eligible 
for participation. It also requires the Fiscal Research Division to obtain an estimate of the cost of the 
applicable withdrawal liability for any legislation that would remove an agency from TSERS or LGERS. 

SECTION THREE: Require Payment of Withdrawal Liability for an Exiting Agency 
This section requires any agency exiting the Retirement Systems that has participated in TSERS or 

LGERS for more than one year to pay a withdrawal liability before exiting. This withdrawal liability is 
determined by the Boards of Trustees on advice of the consulting actuary to reflect the exiting agency's 
share of the System's unfunded accrued actuarial liability plus a risk premium that covers the increased 
investment, mortality and other actuarial risk for the exiting agency's participants until all benefit 
obligations for these participants have been paid. 

SECTION FOUR: Effective Date 
This act becomes effective July 1, 2015 

Prepared by Retirement Systems Division staff, January 26, 2015 
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JANET COWELL 
TREASURER 

NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Retirement Technical Corrections Act of 2015 

Based upon existing statutory authority, the Department of State Treasurer aims to provide public 
employees and retirees, including teachers, police officers, firefighters, and public servants from all over the 
state with secure pensions and retirement. In some instances, the Retirement Systems Division must provide 
necessary corrections and clarifications to existing statutes and laws to continually provide this service to 
members. These changes affect the Teachers' and State Employees,' Retirement System (TSERS) and the 
Local Governmental Employees ' Retirement System (LGERS). , · ·· 

,I 

Statutes Affected: 114-2.4A; 128-29.1; 128-38.10; 135-1; 1.3~-151 

SECTION ONE: Clarify TSERS Membership Definiitibn · 1 

This section clarifies the definition of membership in TSERS. These revisions observe the opinion of 
NC Supreme Court from 1997 in Wiebenson v. Bd. of1'rustees. 

SECTION TWO: Change Asset Transfei1:Date · ,,. .
1 

,i'.,: · ·,. 
;,L1il1

1
·1,,,', ·!'r ti•·,: ''l;•j•,,!:- ·• 

This section changes the annual deadline for transfers of assets from supplemental employer funds to 
pension accumulation from the end of the fiscal year to the end of the calendar year. The purpose of this 
section is to align administrative practices and p~rtinent s.tatutes. 

, .I. 

, .. : 1'.!' I; .•;. ).I 

SECTION THREE: Repeali'Ve'stigiahLGERS InvestmenJ:Statutes 
This section repeals superceded LGERS inve~.tment statutes that formerly corresponded with their 

counterparts in the TSERS investment statutes, which were repealed in 1979. 

SECTION FOUR: ~ :onf.orm State ,1,l:,J1w for F,1qn,d,s Recov,ered from Legal Settlements to Federal Law 
This section clarifies a rece~tly' amendecl la'w pertai'ri.ing to the rules surrounding funds recovered 

from legal settlements to correct a conflict with the Federal Exclusive Benefits rule. 

SECTION FIVE: Conform Change in Disability Offset for Social Security 
This section conforms disability .offset d'i1te. 

SECTION SIX: Effective Date 
This act becomes effectiye July 1, 2015 . 

I Prepared by the Retirement Systems Division staff 
January 14, 2015 
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TREASURER 

NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Retirement Technical Corrections Act of 2015 

Based upon existing statutory authority, the Department of State Treasurer aims to provide public 
employees and retirees, including teachers, police officers, firefighters, and public servants from all over the 
state with secure pensions and retirement. In some instances, the Retirement Systems Division must provide 
necessary corrections and clarifications to existing statutes and laws to continually provide this service to 
members. These changes affect the Teachers' and State Employees' Retirement System (TSERS) and the 
Local Governmental Employees' Retirement System (LGERS). , , 

: ,:, ·;:· 

Statutes Affected: 114-2.4A; 128-29.l; 128-38.10; 135-1; '1<;3~-151 

SECTION ONE: Clarify TSERS Membership Definition 
This section clarifies the definition of membership in TSERS. These revisions observe the opinion of 

NC Supreme Court from 1997 in Wiebenson v. Bd. of T~ustees. 

SECTION TWO: Change Asset Transfe11,.Date ' . . i'... · ' 
This section changes the annual d~~lfliHe· for transfers '6fmisets from suppleme~tal employer funds to 

ension accumulation from the end of the :fi~cal y~ar to the end dfthe calendar year. The purpose of this 
section is to align administrative practices and pertinent statutes. · .' · 

' ' 
SECTION THREE: Repeal VestigialLGERS Investment ·Sta(utes 

This section repeals superceded L,GERS investment statutes th.at formerly corresponded with their 
counterparts in the TSERS investment statutes, which were repealed in 1979. 

SECTION FOUJ;{: Gon~Q,rm Stat~ ::Lf':~ 'fdr ~p.11ds Reco,vered from Legal Settlements to Ji'ederal Law 
This section clarifies a.recently.<gnended law pertai'ning to the rules surrounding funds recovered 

from legal settlements to correct a conflict with the Federal Exclusive Benefits rule. 

SECTION FIVE: Conform Change in Disability Offset for Social Security 
This section conforms disability .offset date. 

SECTION SIX: Effectivei: Date 
This act becomes effe<::;ti~eJ.~y 1, 2015. 

it,,·: Prepared by the Retirement Systems Division staff 
January 14, 2015 
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Who Are We? 
Retirement Systems is a Division of the N.C. Department of State Treasurer 

The Department operates almost all the major publ ic employee benefit programs in North 
Carolina , including pensions, the state health plan , and voluntary supplemental retirement 
savings plans 

State pension plan was created by the General Assembly in 1941 

10th largest pension plan in the United States 

28th largest pension plan globally 

Triple A bond rating by all three rating agencies 

Membership of over 940,000 active and retired public employees (Teachers, State & Local 
Government Employees) 

1 in 9 working North Carolinians are members of system 

If you have constituent services needs feel free to contact Tony Solari 919-807-4994 or 
anthony.solari@nctreasurer.com. 

Thanks for your continued support of the Retirement System!!! In 2014 you provided: 

Full funding of retirement contributions 

Support for important plan changes like anti-pension spiking cap 

~ North Carolina Department of State Treasurer 
~r) l <'l1rn Inves t Grow Prosper 
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Purpose of Retirement Systems 

• Recruit and retain qualified employees for a career in public service 

• Provide income after retirement 

• Provide replacement income for disability 

• Provide death benefits for an employee's survivors 

.~ North Carol ina Department of State Treasurer ~r Le•rr, /nvo1t G"'"' ProspH 

Mission Statement 

Everything starts with our mission, which shares our purpose as 
division and serves as the basis for our decisions and actions 

To secure the retirement of North Carolina public servants ... 

To deliver comprehensive personalized solutions and services .. . 

To provide exceptional customer experience ... 

To protect the integrity of the North Carolina Retirement Systems ... 

~ North Caro lma Oep.irtment of State Treasurer ~r Lc•rn /rlVC'St Grow Prospor 
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Vision Statement 

Our vision serves as our roadmap and guides us by describing what we need to 
accomplish in order to effectively deliver on our Mission long term 

People: Be a great place to work where people are inspired to be the best they 
can 

Productivity: Be a highly effective; lean and fast moving division 

Portfolio: Package a portfolio of services that anticipates and satisfies member 
needs and desires 

Process: Develop and maintain efficient processes that are measurable, 
customer friendly and manage accountability 

Predict: Leverage data analytics to predict trends and be an industry voice at 
the state and national levels on retirement matters and innovation 

Protect: Set the highest standards in the development and rigorous 
enforcement of our pension protection policies and procedures 

.~ North Carolina Department of State Treasurer 
C--......_,_/ Learn Invest Grow Prosper 

2014 Top Level Metrics 
Retirement Readiness - 70% of all active NC public servants age 62 or older are on track to replace 
80% of their pre-retirement income in retirement. The following sub-goals are being pursued to help us 
achieve our top-level metric of 70%: 

457 Participation: 12.25% 

401 (k) Participation: 27% 

457 Average Contribution: $130 

401 (k) Average Contribution: $160 

457 GoalMaker Participation (new/existing): 91 .5%/55% 

401(k) GoalMaker Participation (new/existing): 89.50%/55% 

Member Satisfaction - 4.25 member overall satisfaction score (scale of 1 to 5) 

Daily survey results from customer experiences in Retirement Processing , Benefit Processing, 
and Member Services 

Monthly metric results for turn around time, paid on time percentage, and other key performance 
measures 

Employee Engagement - 3.05 employee overall satisfaction score (scale of 1 to 4) 

• Annual survey results from employee 

Fiscal Integrity - success on the following sub-goals: 

Implementation of Pension Spiking 

Progress towards 100% overall funding percentage 

Establishment of a Compliance Team 

Continued automation efforts 

~ North Carolina Department of State Treasu rer 
~r/ L('arn lnver.t Gro>¥ Prospor 
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N.C. Retirement Systems 

DEFINED BENEFIT ("DB" or Pension) PLANS 

Total Assets in N.C. Retirement Systems 

Amount Delivered to Retirees 

Retirees Receiving Benefits 

Average Hold Times for RSD Call Center 

New Retirements Processed During the Yea r 

DEFINED CONTRIBUTION ("DC") PLANS 

Tota l Assets in Supplemental 401(k)/457 Plans 

401(k) Plan Members 

457 Plan Members 

2010-2011 

$74.9 billion 

$4.3 bi ll ion 

242,000 

51 seconds 

14,642 

$6.3 bill ion 

224,644 

34,149 

2011-2012 

$74.5 bi ll ion 

$4.6 billion 

254,000 

63 seconds 

15,992 

$6.5 bi llion 

227,711 

38,268 

2013-2014 

$90.1 billion 

$5 .1 billion 

276,162 

9mln45sec 

15,917 

$8.4 billion 

244,534 

49,792 

- . 
~ North Carolina Oepartmenr of State Treasurer 
~r Learn lnvt?st Grow Prospor 

Major Defined Benefit Programs 

Teachers' & State Employees' Retirement System 

o Active Members: 310,370 

o Retired Members and Survivors: 187,448 

Local Governmental Employees' Retirement System 

o Active Members: 123,455 

o Retired Members and Survivors: 57,405 

Consolidated Judicial Retirement System 

o Active Members: 566 

o Retired Members and Survivors: 584 

Legislative Retirement System & Legislative Fund 

o Active Members: 170 

o Retired Members and Survivors: 311 

~ North Carolina Department of State Treasu rer 
'--'-..._,.' /..earn Invest Grow Prosper 
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Defined Benefit Formula 

• Years of Service x Average Final Compensation (48 highest consecutive 
months salary) x Accrual Factor= Benefit Level 

• For the State Plan, the accrual factor is 1.82% 

• After 30 years of service, pension will be approximately 54% of Final 
Average Salary 

• For example, the formula for an employee who retires with 30 years of 
service from the state system with a final average salary of $40,000 
would look like this: 30 years x $40,000 x .0182 = $21 ,840 per year or 
$1 ,820 per month 

~ North Carol ina Department of State Treasurer 
~/"/ Le11rr, t,west Gro14 Prospr!r 

Other Defined Benefit Programs 
• Firemen's & Rescue Squad Workers' Pension Fund 

• National Guard Pension Plan 

• Registers of Deeds Supplemental Pension Plan 

• Disability Plan(s) 
o North Carolina provides replacement income to employees who become 

physically or mentally disabled and unable to work 

o Short-term disability benefit is provided initially through the disabled 
employee's employer. 

o Extended short-term and long-term disability benefits are provided through 
the Retirement System. 

• Death Benefit(s) 
o The Retirement System administers the Death Benefit Plan, which is a life 

insurance policy for active employees. 

o An active employee's family is eligible to receive between $25,000 and 
$50,000 - depending on salary at the time of an active employee's death. 

~ North Carohna Department of State Treasurer 

~r/ le~rn Invest Grow Prospor 
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Retiree Contributory Death Benefit 

• Optional participation - one time opportunity to join at time of 
retirement 

• Funded by retiree contributions 

• Contribution rate based on age 

• Provides $10,000 of coverage 

The Department of State Treasurer recommends that a voluntary 
open enrollment period be authorized by the General Assembly 

within the next two years so that retirees who did not sign up when 
they retired may have the chance obtain this benefit. 

I 

~ North Carohna Department of State Treasurer 
C---...._r' Loarn lrrvest Grow Prosper 

Defined Contribution Plans 

• NC 401 (k) 

• 457 Deferred Compensation Plan 

• NC 403(b) Program 

• UNG Optional Retirement Program 

~ North Carohna Department of State Treasurer 
~,'I' Le~rn l"vc>st Grow Ptospor 
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Retirement System Funding 

t>N 
70'lC. 

CA 
78'11. 

AZ 
75'!(, 

AK 
60% 

~ North Carohna Department of State Treasurer 
~ I'°) Learn Invest Grow ProspPt 

Ml 
72'11. 

PA 
OH 75% 
67'11. \ 

~ VA 
72" 

NH 59% 

VT 7S'll. 
MA 71'11. 

RI 49% 

CT S3'11. 

NJ 71% 

EJ 92" 
MD 64'!(, 

• Stateswlh 
80%ormore 
of pension 
llabllkls 
fUnd8d 

NOTE: Based on Fisca l Year 2010 Data 
SOURCE: Pew Center on the States 2012 

How do we stack up against other states? 

• Despite using more some of the most conservative 
assumptions, we are currently ranked the second 
best funded system in the nation 

• We assume a 7 .25°/o rate of return on 
investments, the fourth lowest among state plans. 

• We use an amortization period of 12 years, while 
the average among state plans is 25.9 years. 

• We use a more conservative actuarial cost 
method than many of the states that report a 
higher funded ratio. 

~ North Carolina Department of State Treasurer 
~ / LC'arn lnvC>st Grow Prosper 
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ARC/Funded Status for Fiscal Year 2015 

95% Funded 
5% Unfunded Liability 

• 2012 = $3.7 Billion 

• 2013 = $3.4 Billion 

. . 
~ North Carohna Oepanment or State Treasurer 
~/ Learn Invest Grow Prosper 

How the Funding Process Works 

Three Sources of Funding (FY14#) 

• Employee Contributions 

• Investment Income 

• Employer Contributions 

o Appropriations by the General 
Assembly 

~ North Carolina Department ot State Treasurer ~r LmJrn lnvosr Grow Ptospor 

' Benefit Payments for this t ime period totaled $4 billion. 

'' 
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Role of the General Assembly 

• The General Assembly establishes the employer contribution rate 
annually. 

o Consensus payroll estimates are developed by the Treasurer's 
office, the state budget office, and the fiscal research division . 

o The annual required contribution is estimated by the system's 
actuary. 

o The Board of Trustees makes funding recommendations to the 
General Assembly. 

• The General Assembly has only failed to meet the annual funding 
obligations of the retirement system for one year since the system's 
inception in 1941 . 

• Because of this responsible approach, N.C. remains among the top 
5 best funded state plans . 

. ~ North Carohna Department of State Treasurer 
~/ Learn /nve,t Grow Prosper 

ARC/Funding for Fiscal 2015 (Current Year) 

• ARC-Annual Required Contribution 

• Employer Contribution for 2015 = 9.15% 

• General Fund Estimate of $905 million 

~ North Carohna Department of State Treasurer 
~r/ L£>arn lflVC'!<.I Grow Prospr,r 
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Projected Funding Needs for Next Five Years 

Option 1: Baseline Funding of ARC 

Fiscal Year New Money Requested Biennial Total 

2016 ($45.5 million) 
($102.9 million) 

2017 ($57.4 million) 

2018 ($41 .1 million) 
($62.6 million) 

2019 ($21 .5 million) 

2020 ($3.6 million) 

• For 2016 Budget - projected in January 2015 
o 8.69% of Payroll 
o Estimated General Fund Cost of $860 million 
o Estimate is $45 million less than current year 

~ Nonh Carolrna Department of Stale Treasurer ' 
~ ,,,.' Learn ,,,vo,t Grow Prosper 

Cost of Living Adjustments (COLAs) 

• History of COLAs in NC 

• Ad-hoc in NC vs. Statutory 

• Historically funded with undistributed gains 

• The Treasurer and the Board of Trustees recommend that you grant 
a 1 % COLA for state retirees this year 

• Each 1 % of Retiree COLA = .39% 

(or $54 million/$39 million General Fund in Current Budget) 

The Treasurer & Board of Trustees of the Retirement 
System recommend a 1% COLA for retired teachers and 

state employees. 

~ North Carolina Department of Stale Treasurer 
~ l"r Loarn lnvc,st Grow Prospor 
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Impact of Inflation on Benefits 

Year of Cumulative 
Retirement Inflation 

------ ~~f~ - ---- -

1997 

2007 
- - - - ';,--'='" -- - - -
------ --=E::------
- - - ~ -£ ~ - - -

70% 

48% 

33% 

16% 

4% 

Cumulative Purchasing Power 
Adjustments Today as% of 
and COLAs Original 

60% 94% 

31% 89% 

15% 87% 

4% 90% 

1% 97% 

How to read this: "Every dollar that a 2002 retiree receives this year will buy 87C 
worth what it would have bought in 2002, the first year he or she retired." 

~ Nonh Carohna Department or State Treasurer 
~~ Le~m Invest Grow Prost>fi'f 

Projected Funding Needs for Next Five Years 

Option 2: With 1% COLA in 2016# 

Fiscal Year New Money Requested Biennial Total 

2016 ($6.9 million) 
($25.7 million) 

2017 ($18.8 million) 

2018 ($ 1.4 million) 
$18.1 million 

2019 $19.4 million 

2020 $38.5 million 

•rhe total amount to be funded over time for the 2016 COLA is an increase in liability of $378.9 mi llion. 

~ North Carohna Department ol Stale Treasurer 
~/"/ Leam Invest G,ow Prosper 

11 



State System Contributions 

12 .00% 

10 .00% 

8.00% 

6 .00% 

4 .00% 

2 .00% 

0 .00% 
1980 1985 

10.03% 

1990 1995 2000 2005 
Fiscal Year Ending 

2010 2015 

- Employer Contribution as % of Salary .... Average Emp loye r Contribution as % of Sa lary 

~ North Carolina Department of Stal e Treasurer 
~ Lean• Invest Gmw Prosr,t!-r 

State System Projected Contributions 

10.0% 

9.5% 

9.0% 

8.5% 

8.0% 

7.5% 

7.0% 

6.5% 

6.0% 

5.5% 

5.0% 

4.5% 

l 
·1-

,._ _ 8.57% 

8.4: 8.-4 2% 8.34"(, 1.1:i ~ , ..... ..-=c-------------------­
-- • - - .... _ -+ _ ...: .._ _s·:°"" 

........................ \ " .................... . .... - - - - ...... . 

- - - - - - - - --- - - - - - - - - -, . 

5.35% 5.42% 5.47% 5.50% 

'l,o,'I,"' 'l,o,'I," 'l,"''l,'I, 't''I,"> 'I,"'~ 'I,"'{' 't''l,'o 't''V 'l,"''I,"' 't''I,°' 'l,o,">"' 't',,, ... 

Fiscal Year Ending 

I • 
~ North Carolma Oepartmenl of State Treasurer 

~/"/ Lvarn lnvc,sr Grow Prospor 
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Pension Fund Investment Returns 

Pension Investments Returns 
as of December 31, 2014 

1 Year {2014) 

3 Years (2012-2014) 

5 Years {2010-2014) 

10 Years {2005-2014) 

~ Nonh Carolina Department of State Treasurer c....-.-...._r L r,11rr, lnvosr Grow Prospru 

6.19% 

10.07% 

8.73% 

6.14% 

Asset Allocation in Pension Fund 

Alternatives 

8% 

Inflation 
5% 

~ North Carolina 0Ppartment of Stall' Trea,;urer 
~/ /Qar,i/l'lves,r,l"'.l..,.Pt<ltp,er 
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Role of the State Treasurer 

• Treasurer's office operates the system 

o Second lowest administrative cost in the world for a peer 
retirement system 

o $23 per active member and annuitant 

o $64 below peer average of $87 

o Treasurer is the sole fiduciary for the investments of the 
system's assets. 

• Treasurer's office regularly makes recommendations for 
adjustments to the plan that: 

o Increase efficiency 

o Reduce cost 

~ North Carolma Department of State Treasurer 
~ Loarn Invest Grow Prospr,r 

Projected Retirees 

300,000 

250,000 

200,000 

150,000 

100,000 

50,000 

0 
2008 2012 

~ North Carohna Department of State Treasurer ~ r i<'arn /r,v('St Grow Prospor 
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• 
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Staffing Levels 

RETIREMENT SYSTEM TOTAL SYSTEM MEMBERSHIP TOTAL EMPLOYEES 

M assachusetts (PERAC) 

W isconsin (DETF) 

Virginia Retirement System {VRS) 

Tennessee CRS 

North Carolina 

501,068 

430,488 

518,625 

337,535 

941,886 

NC peer system employee to member ratio averages 1 :1,271 

NC employee to member ratio is 1 :5,796 

(Data as of FY 2014) 

~ North Carolina Department of State Treasurer 
~~ /..earn 1,west Grow Prospr>, 

466 

261 

259 

85 

162 

il#51t1i'I 
1,075 

1,647 

2,002 

3,971 

5,796 

Total Expenses of the Retirement System 

Total expenses included in the Annual Required Contribution (ARC) 
across all Retirement Systems = $24.3 million 

Total authorized budget for expenses in all Retirement Systems in 
fiscal year 2015 = $18.3 million, which equals 75% of the expense 
allowance 

Budget requests for recurring authorization to use funds for Retirement 
Systems operations total $2.2 million 
o Requests are for retirement receipts that are already being charged to 

employers as a part of the ARC 

o Requests do not affect current year General Fund availability 

o Nonrecurring requests total $1 .3 million 

Additional budget request to repurpose $660,000 of an existing 
recurring Firefighters' & Rescue Squad Worker's Pension Fund 
General Fund appropriation on a one-time basis 

~ North Carohna Department of Slate Treasurer 
~I"' /..{'oJfn Invest Grow Prosper 
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Policy Issues for Consideration 

Anticipated in 2015 

• Agency Participation Procedures 

• Administrative & Technical Improvements 

• Budget Requests to Improve Administration of the System 

• Continued Implementation of Changes to Firefighters' & Rescue 
Squad Workers Pension Fund 

Possible Other Major Policy Issues 

• Consideration of a State Optional Plan to Provide Retirement Choices 

• Setting Minimum Retirement Ages 

• Establishing Automatic Enrollment in Supplemental Retirement Plans 

~ North Carolma Department of State Treasurer ~r Learn Invest Grow Prosper 

Questions? 

' . 
~ North Carohna Department of Stale Treasu rer 
~~ Lc>arn Invest Grow Prosper 
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House Committee on Pensions and Retirement 
Tuesday, March 24, 2015 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00am on Tuesday, March 24,2015 
in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. 
Bell, Bishop, Blust, B. Brown, Gill, and Holley attended. 

Representative Allen McNeill presided and called the meeting to order at 10:03am. He 
introduced the pages and Sergeant at Arms staff. 

The chair then recognized Representative Paul Stam to explain his bill, HB 50, AMEND 
MANDATORY RETIREMENT AGE/JUDGES & MAGISTRATES. 

A motion was made by Representative Gill to place a PCS before the committee for HB50. 
Motion was accepted by the committee. Representative Stam explained the PCS. 

There was no discussion and Representative Michaux moved for a favorable proposed committee 
substitute, unfavorable to the original bill. The motion passed. 

Representative McNeill then recognized Representative Bishop to present his bill, HB 70, 
CHARLOTTE FIREFIGHTERS RETIREMENT. 

A motion was made by Representative Brian Brown to place a PCS before the committee for 
HB70. The motion was accepted by the committee. Representative Bishop explained the 
proposed committee substitute. 

After a short discussion, Representative Blust moved for a favorable proposed committee 
substitute, unfavorable to the original bill, with a referral to Appropriations. 

There being no further business, Representative McNeill adjourned the meeting at 10: 11am. 

Respectfully submitted, 

R~Allen McNeil! , Chair Laura Sullivan, Committee Clerk 





ATTENDANCE 
House Committee on Pensions and Retirement 

(Name of Committee) 

DATES V) -I 
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Rep. McNeill X 

Rep. Ross X 

Rep. Michaux X 

Rep. L. Bell X 

Rep. Bishop X 

Rep. Blust X 

Rep. B Brown X 

Rep. Elmore 

Rep. Gill X 

Rep. Holley X 

Rep. Hurley 

Rep. Langdon 

Rep. Waddell 

Staff 

Clerk: Laura Sullivan X 

Clerk: Laura Spratley X 

Karen Cochrane-Brown X 

Lanier McRee X 

Theresa Matula X 

David Vanderweide X 
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House Committee on Pensions and Retirement 
Tuesday, March 24, 2015, 10:00 AM 

415 Legislative Office Building 

AGENDA 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. 
HB 50 

HB 70 

Presentations 

Other Business 

Adjournment 

SHORT TITLE 
Amend Mand. Retire. Age/Judges & 
Magistrates. 

Charlotte Firefighters' Retirement. 

SPONSOR 
Representative McNeill 
Representative Hurley 
Representative Bishop 
Representative Stam 
Representative Bishop 
Representative Bradford 
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NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY&DATE: 
TIME: 
LOCATION: 

Tuesday, March 24, 2015 
10:00 AM 
415 LOB 

COMMENTS: Representative Allen McNeill presiding. 

The following bills will be considered: 

BILL NO. 
HB 50 

HB 70 

SHORT TITLE 
Amend Mand. Retire. Age/Judges & 
Magistrates. 

Charlotte Firefighters' Retirement. 

SPONSOR 
Representative McNeil! 
Representative Hurley 
Representative Bishop 
Representative Stam 
Representative Bishop 
Representative Bradford 

Respectfully, 

Representative Allen McNeil! , Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 2:50 PM on 
Tuesday, September 08 , 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Spratley (Committee Assistant) 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL 

HB 50 Amend Mand. Retire. Age/Judges & Magistrates. 
Draft Number: H50-PCS40163-SH-7 
Serial Referral: None 
Recommended Referral: None 
Long Title Amended : No 
Floor Manager: Stam 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE-REFERRED 

HB 70 Charlotte Firefighters Retirement. 
Draft Number: H70-PCS30133-SH-8 
Serial Referral: APPROPRIATIONS 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Bishop 

TOTAL REPORTE D: 2 

1111111111 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 70 
PROPOSED COMMITTEE SUBSTITUTE H70-PCS30133-SH-8 

Short Title : Charlotte Firefighters' Retirement. 

Sponsors: 

Referred to : 

February 12, 2015 

l A BILL TO BE ENTITLED 

D 

(Local) 

2 AN ACT TO AMEND THE LAW ESTABLISHING THE CHARLOTTE FIREFIGHTERS' 
3 RETIREMENT SYSTEM. 
4 The General Assembly ofN01th Carolina enacts: 
5 SECTION 1. Section 12 of Chapter 926 of the 1947 Session Laws, as amended by 
6 Chapter 506 of the 1987 Session Laws, Chapter 1033 of the 1987 Session Laws, Chapter 248 of 
7 the 1989 Session Laws, Chapter 830 of the 1991 Session Laws, S.L. 1999-100, and S.L. 
8 2001-22, reads as rewritten: 
9 "Sec. 12. Failure to Return From Active Military Duty. 

10 W Generallv. Should any Member of this Retirement System who entered the Armed 
11 Forces of the United States of America pursuant to the provisions of Section 6 of this act fail to 
12 return to employment with the Charlotte Fire Department within the period for which his 
13 reemployment rights are guaranteed by law, said Member shall thereupon cease membership 
14 and shall be entitled to a deferred benefit or reimbursement of his contributions in the same 
15 manner and in all respects as provided for in Section 10 or 11 of this act, whichever is 
16 applicable. 
17 Such former Member shall not receive Membership Service Credit for the period of active 
18 military duty or any period after discharge or release from active duty from the Armed Forces 
19 for which his reemployment rights had been guaranteed by law. 
20 (hl Death or Disabilitv. In the case of a death or disability occurring on or after January 
21 L ?007, if a Member dies while performing qualified military service (as defined in section 
22 4 I 4(u) of the Code), the survivors of the Member are entitled to anv additional benefits (other 
23 than benefit accruals relating to the period of qualified military service) provided under the 
24 System as if the Member had resumed and then terminated employment on account of death. 
25 (£)_ Benefit Accrual. For benefit accrual purposes. the System treats an individual who, 
26 on or after Januarv 1. 2007. dies or becomes disabled (as defined under the terms of the 
27 Svstem) while performing qualified military service with respect to the Charlotte Fire 
28 Department as if the individual had resumed employment in accordance with the individual's 
29 reemployment rights under USERRA. on the dav preceding death or disabilitv (as the case may 
30 be) and terminated employment on the actual date of death or disability. The System will 
31 determine the amount of Member contributions of an individual treated as reemployed under 
32 this section for purposes of applving section 414(u)(8)(C) of the Code on the basis of the 
33 individual's average actual emplovee contributions for the lesser of (i) the I 2-month period of 
34 service with the Sponsor immediately prior to qualified military service or (ii) if service with 
35 the Sponsor is less than such 12-month period, the actual lem: ... rth of continuous service with the 
36 Sponsor. 

111 
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General Assembly Of North Carolina Session 2015 

1 @ Differential Wage Payments. For vears beginning after December 31, 2008, (i) an 
2 individual receiving a differential wage payment, as defined bv section 3401 (h)(2) of the Code, 
3 shall be treated as a Member of the Sponsor making the payment; (ii) the differential wage 
4 payment shall be treated as compensation; and (iii) the System shall not be treated as failing to 
5 meet the requ irements of any provision described in section 414(u)(])(C) of the Code by reason 
6 of any contribution or benefit that is based on the differential wage payment." 
7 SECTION 2. Section 13.1 of Chapter 926 of the 1947 Session Laws, as amended 
8 by Chapter 506 of the 1987 Session Laws, Chapter l 033 of the 1987 Session Laws, Chapter 
9 248 of the 1989 Session Laws, Chapter 830 of the 1991 Session Laws, Chapter 640 of the 1993 

10 Session Laws, Chapter 171 of the 1995 Session Laws, S.L. 1999-100, S.L. 2001-22, S.L. 
11 2002-43, and S.L. 2006-117, reads as rewritten: 
12 "Sec. 13.1. Direct Rollover of Eligible Rollover Distributions. (a) This Section applies to 
J 3 distributions made on or after .January 1, 1993. Notwithstanding any provision of the plan to the 
14 contrary that would otherwise limit a distributee's election under this Section, a distributee may 
15 elect, at the time and in the manner prescribed by the plan administrator, to have any portion of 
16 an eligible rollover distribution paid directly to an eligible retirement plan specified by the 
17 distributee in a direct rollover. 
18 (b) Definitions. 
19 (1) Eligible rollover distribution. An eligible rollover distribution is any 
20 distribution of all or any portion of the balance to the credit of the 
21 distributee, except that an eligible rollover distribution does not include: any 
22 distribution that is one of a series of substantially equal periodic payments 
23 (not Jess frequently than annually) made for the life (or life expectancy) of 
24 the distributee or the joint lives (or joint life expectancies) of the distributee 
25 and the distributee's designated beneficiary, or for a specified period of l 0 
26 years or more; any distribution to the extent such distribution is required 
27 under section 401 (a)(9) of the Code; and any hardship distribution described 
28 in section 401 (k)(2)(B)(i)(lV).distribution. A portion of a distribution shall 
29 not fail to be an eligible rollover distribution merely because a portion 
30 consists of after-tax employee contributions that are not includible in gross 
31 income. However, such portion may be transferred only to an individual 
32 retirement account or annuity described in section 408(a) or (b) of the Code, 
33 or to a qualified defined contribution plan described in section 401 (a) or 
34 403(a) of the Code that agrees to separately account for amounts so 
35 transferred , including separately accounting for the portion of such 
36 distribution which is includible in gross income and the portion of such 
37 distribution which is not so includible. 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Page 2 

(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 40 l (a) of the Code, that accepts the distributee's eligible rollover 
distribution . With respect to distributions made after December 31 , 2001 , an 
eligible retirement plan shall also mean (i) an annuity contract described in 
section 403(b) of the Code and (ii) an eligible plan under section 457(b) of 
the Code which is maintained by a state, political subdivision of a state, or 
any agency or instrumentality of a state or political subdivision of a state and 
which agrees to separately account for amounts transferred into such plan 
from this plan. The definition of eligible retirement plan shall also apply in 
the case of a distribution to a surviving spouse, or to a spouse or former 

Hous Bill 70 H70-PCS30133-SH-8 
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spouse who is the alternate payee under a qualified domestic relations order, 
as defined in section 414(p) of the Code. 

(3) Distribt.itee. 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 fom1er spouse. 

( 4) Direct rollover. A direct rollover is a payment by the plan to the eligible 
retirement plan specified by the distributee. 

ill Non-spouse beneficiary rollover right. For distributions after December 31, 
2009. a non-spouse beneficiary who is a "designated beneficiary" under 
section 401(a)(9)(E) of the Code and the regulations thereunder, by a direct 
trustee-to-trustee transfer (direct rollover). may roll over all or any pottion of 
his or her distribution to an Individual Retirement Account (IRA) the 
beneficiary establishes for purposes of receiving the distribution. [n order to 
be able to roll over the distribution. the distribution otherwise must satisfy 
the definition of an "eligible rollover distribution" under section 40l(a)(31) 
of the Code. If a non-spouse beneficiary receives a distribution from the 
Svstem. the distribution is not eligible for a 60-day (non-direct) rollover. If 
the Participant's named beneficiary is a trust. the System may make a direct 
rollover to an IRA on behalf of the trust. provided the trust satisfies the 
requirements to be a designated beneficiary within the meaning of section 
401 (a)(9)(E) of the Code. A non-spouse beneficiary may not roll over an 
amount that is a required minimum distribution. as determined under 
applicable Regulations and other Internal Revenue Service guidance. If the 
Participant dies before his or her required beginning date and the non-spouse 
beneficiary rolls over to an IRA the maximum amount eligible for rollover, 
the beneficiary mav elect to use either the 5-year rule or the life expectancy 
rule. pursuant to Regulations Section l.401(a)(9)-3. A-4(c), in determining 
the required minimum distributions from the IRA that receives the 
non-spouse beneficiary's distribution. 
Roth IRA rollover. For distributions made after December 3 L 2007, a 
Participant or beneficiary may elect to roll over directly an "eligible rollover 
distribution" to a Roth IRA described in section 408A(b) of the Code. 

(c) In the event of a mandatory distribution greater than one thousand dollars ($1 ,000) 
that is made without the Member's consent and is made to the Member before the Member 
attains the later of age 62 or Normal Retirement Age, if the Member does not elect to have such 
distribution paid directly to an eligible retirement plan specified by the Member in a direct 
rollover or to receive the distribution from the Plan, the Administrator shall pay the distribution 
in a direct rollover to an individual retirement plan designated by the Administrator." 

SECTION 3. Section I of Chapter 830 of the 1991 Session Laws, as amended by 
Chapter 640 of the 1993 Session Laws, Chapter 171 of the 1995 Session Laws, S.L. 1999-100, 
and S.L. 2001-22, is amended by adding a new section to read: 

"Sec. 23.1 Retiree Health Insurance Premiums. Effective January l. 2007. a Member 
who is an "eligible retired public safetv officer" as defined in section 402(1)(4)(8) of the Code 
who retired pursuant to Section 15. Section 19. or Section 20 of this act may elect to receive a 
distribution from the System in an amount not to exceed the lesser of the following: 

ill The amount paid bv such Member for qualified health insurance premiums 
of the Member. his spouse. or dependents (as defined in section 152 of the 
Code) for such taxable year: or 

H70-PCS301 33-SH-8 House Bill 70 Page 3 
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1 ill Three thousand dollars ($3.000) for the taxable vear. 
2 Any distribution pursuant to this section shall reduce the benefit payable to the Member for 
3 the taxable year from the Svstem. Such distribution shall be paid directly to the provider of the 
4 accident or health insurance. All distributions under this section shall be made in compliance 
5 with section 402(1) of the Code and any guidance issued thereunder. After December 3L2012, 
6 no Member mav elect to receive a distribution pursuant to this section." 
7 SECTION 4. This act applies only to the City of Charlotte. 
8 SECTION 5. This act becomes effective July 1, 2015. 

Page ,1 House Bill 70 H70-PCS30133-SH-8 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 50 
PROPOSED COMMITTEE SUBSTITUTE H50-PCS40163-SH-7 

Short Title: Amend Mand. Retire. Age/Judges & Magistrates. 

Sponsors: 

Referred to: 

February 5, 2015 

1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT TO AMEND THE MANDATORY RETIREMENT AGE FOR MAGISTRATES, 
3 JUDGES, AND JUSTICES OF THE GENERAL COURT OF JUSTICE TO REQUIRE 
4 RETIREMENT ON DECEMBER 31 OF THE YEAR THE MAGISTRATE, JUDGE, OR 
5 JUSTICE ATTAINS THE AGE OF 72. 
6 The General Assembly of North Carolina enacts: 
7 SECTION 1. G.S. ?A-4.20 reads as rewritten: 
8 "§ 7 A-4.20. Age limit for service as justice or judge: exception. 
9 No justice or judge of the General Court of Justice may continue in office beyond the last 

10 day of the month December of the year in which he-the justice or judge attains his or her 
11 seventy-second birthday, but justices and judges so retired may be recalled for periods of 
12 temporary service as provided in Subchapters II and m of this chapter." 
13 SECTION 2. G.S. 7A-170(b) reads as rewritten: 
14 "(b) No magistrate may continue in office beyond the last day of the month December of 
15 the year in which the magistrate reaches the mandatory retirement age for justices and judges of 
16 the General Comt of Justice specified in G.S . ?A-4.20." 
17 SECTION 3. G.S. l 35-57(b) reads as rewritten: 
18 "(b) Any member who is a justice or judge of the General Court of Justice shall be 
19 automatically retired as of the first day of the calendar month coinciding 1,vith or next following 
20 the later of January 1, 1974 , or his January following the member's attainment of his or her 
21 seventy-second birthday; provided, however, that no judge who is a member on January 1, 
22 1974 , shall be forced to retire under the provisions of this subsection at an earlier date thafl the 
23 last day that he is permitted to remain in office under the provisions of G.8. 7A 4.20.birthday." 
24 SECTION 4. This act becomes effective January 1, 2016, and applies to 
25 magistrates, judges, and justices holding office on or after that date. 

1111 11 II 11111 
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HOUSE BILL 70: 
Charlotte Firefighters' Retirement 

2015-2016 General Assembly 

Committee: 

Introduced by: 
Analysis of: 

House Pensions and Retirement, if favorable, 
Appropriations 
Reps. Bishop, Bradford 
PCS to First Edition 
H70-CSSH-8 

Date: March 23, 2015 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: House Bill 70 makes various changes to the Charlotte Firefighters' Retirement System 
pertaining to credit for military service, rollovers, and retiree health benefits. (The PCS makes a 
technical change to correct an inaccurate date on page 1, line 26.) 

[As introduced, this bill was identical to S 137, as introduced by Sens. Tarte, Ford, which is currently in 
Senate Pensions & Retirement and Aging.] 

BACKGROUND: According to the City of Charlotte, the changes in House Bill 70 to the Charlotte 
Firefighters' Retirement System (CFRS) are in response to following Federal Acts: Pension Protection 
Act of 2006 (PPA), HEROES Earnings and Assistance Relief Tax Act of 2008 (HEART), and the 
Worker, Retiree, and Employer Recovery Act of 2008 (WRERA). The City reports that the Charlotte 
Firefighters' Retirement System has been operating in accordance with these federal laws but had not 
updated the CFRS laws until now. 

BILL ANALYSIS: 

Section 1 amends the Charlotte Firefighters' Retirement System (CFRS) as it pertains to credit for 
military service and failure to return from active military duty due to death or disability on or after 
January 1, 2007; benefit accrual; and differential wage payments. If a member of the CFRS dies while 
performing qualified military service, the Member's survivors are entitled to any additional benefits 
provided under the System, as if the Member had resumed and then terminated employment. For benefit 
accrual purposes, a member who dies or becomes disabled while performing qualified military service 
will be treated as if the Member resumed employment in accordance with USERRA I reemployment 
rights on the day preceding death or disability and terminated employment on the actual date of death or 
di sability. Member contributions will be treated in accordance with federal law on the basis of the 
individual's average actual employee contributions for the lesser of: (i) the 12-month period of service 
with the Sponsor immediately prior to qualified military service, or (ii) if service with the Sponsor is less 
than such 12-month period, the actual length of continuous service with the Sponsor. For years 
beginning after December 31 , 2008, (i) an individual receiving a differential wage payment must be 
treated as a Member of the Sponsor making the payment; (ii) the differential wage payment must be 
treated as compensation; and (iii) the System must not be treated as failing to meet the requirements of 
any provision described in federal law by reason of any contribution or benefit based on the differential 
wage payment. 

1 Uniform Services Employment and Reemployment Rights Act 

0. Walker Reagan 
Director 11111111111 11111111111 111111 
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Page2 

Section 2 amends the CFRS law related to rollovers. A new subdivision is added providing for 
distributions after December 31 , 2009, for a non-spouse beneficiary who is a designated beneficiary. A 
new subdivision is also added providing that after December 31, 2007, a participant or beneficiary may 
elect to rollover directly an "eligible rollover distribution" to a Roth IRA. 

Section 3 adds a section on retiree health insurance premiums providing that effective January I, 2007, a 
member who is an "eligible retired public safety officer" may elect to receive a distribution from the 
system in an amount not to exceed the lesser of the following: 

I. The amount paid by such Member for qualified health insurance premiums of the Member, his 
spouse, or dependents for the taxable year; or 

2. $3 ,000 for the taxable year. 

Any distribution pursuant to this section will reduce the benefit payable from the System to the Member 
for the taxable year. The distributions are paid directly to the provider of the accident or health 
insurance and must be in compliance with federal law. After December 31, 2012, no Member may elect 
to receive a distribution pursuant to this section. 

Section 4 specifies that this act applies only to the City of Charlotte. 

EFFECTIVE DATE: This bill would become effective July I , 2015 . 





• 

HOUSE BILL 50: 
Amend Mand. Retire. Age/Judges & Magistrates 

20 I 5-20 I 6 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Reps. McNeill , Hurley, Bishop, Stam 
Analysis of: PCS to First Edition 

H50-CSSH-7 

Date: March 23 , 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bill 50 changes the mandatory retirement age for magistrates and justices or 
judges of the General Court of Justice from the end of the month in which the individual reaches age 
72, to December 31st of the year the justice, judge, or magistrate attains the age of 72. (The PCS 
makes a technical change to add "justice" on line JO.) 

BILL ANALYSIS: 

Section 1 amends G.S . 7 A-4.20 to extend the mandatory retirement age for a justice or judge of the 
General Court of Justice from the last day of the month when he or she turns 72, to the last day of 
December of the year in which he or she turns 72. 

Section 2 amends G.S. 7 A- I 70(b) to make a similar change for magistrates by extending it to the last 
day of December of the year in which the magistrate reaches the mandatory retirement age for justice 
and judges (age 72) . 

Section 3 makes a conforming change to G.S . 135-57 which provides for a service retirement in the 
Consolidated Judicial Retirement System. 

EFFECTIVE DATE: The bill becomes effective January I , 2016 and applies to magistrates, judges, 
and justices holding office on or after that date. 

0. Walker Reagan 
Director I 111111 11 I 111111 II 
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House Committee on Pensions and Retirement 
Tuesday, March 31, 2015 at 10:00 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on March 31 , 2015 in 
Room 415 of the Legislative Office Building. Representatives McNeill, Michaux, L Bell, Blust, 
B Brown, Gill, Hurley and Waddell attended. 

Representative Stephen M. Ross, Chair, presided and called the meeting to order at 10:00 AM. 
He introduced the pages and the Sergeant at Arms staff. 

The chair recognized Representative McNeill to explain House Bill 264 Community Colleges 
403(b) Plan.-AB. After a brief discussion, Representative Brown motioned for a favorable report 
with a serial referral to the Appropriations Committee and was accepted by the committee. 

The chair recognized Representative Gill to represent. House Bill 274 Retirement Technical 
Corrections Act of 2015. Representative Brown motioned to present a Proposed Committee 
Substitute which was seconded by Representative Larry Bell. The Proposed Committee 
Substitute was presented by Rep. Gill followed by a brief discussion. Representative Michaux 
moved for a favorable report for the Proposed Committee Substitute and an unfavorable report 
for the original bill. 

There being no further business, Representative Ross adjourned the meeting at 10: 17 AM. 

Respectfully submitted, 

Presiding 
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House Committee on Pensions and Retirement 
Tuesday, March 31, 2015, 10:00 AM 

415 Legislative Office Building 

AGENDA 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. 
HB 264 
HB 274 

Adjournment 

SHORT TITLE 
Community Colleges 403(b) Plan.-AB 
Retirement Technical Corrections Act 
of2015.-AB 

SPONSOR 
Representative McNeill 
Representative Gill 
Representative L. Bell 
Representative Elmore 
Representative Waddell 





NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE AND RE-REFERRED 

HB 264 

Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL 

HB 274 Retirement Technical Corrections Act of2015.-AB 
Draft Number: H274-PCS40232-SH-10 
Serial Referral : None 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

TOTAL REPORTED: 2 

1111111111111111 
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HOUSE BILL 264: 
Community Colleges 403(b) Plan.-AB 

2015-2016 General Assembly 

Committee: 

Introduced by: 
Analysis of: 

House Pensions and Retirement, if favorable, 
Appropriations 
Rep. McNeil! 
First Edition 

Date: March 30, 2015 

Prepared by: Karen Cochrane-Brown 
Committee Counsel 

SUMMARY: House Bill 264 amends the law governing community colleges to allow local boards of 
trustees to offer their employees participation in the North Carolina Public School Teachers' and 
Professional Educator's Investment Plan as operated by the Department of State Treasurer, 

CURRENT LAW: 

Under current law, the board of trustees of a community college may authorize the purchase of annuity 
or retirement income contracts for the benefit of faculty members, administrative officers, or any other 
employees of the community college. Funds for this purchase are derived from a reduction in the officer 
or employee's salary. 

In lieu of the annuity or related contract, interests in a custodial account pursuant to Section 40l(f), 
Section 403(b )(7) and related sections of the Internal Revenue Code may be purchased for the benefit of 
qualified employees with the funds derived from the reduction in salaries of these employees. 

BILL ANALYSIS: 

Section I of House Bill 264 clarifies that local boards of trustees can continue to purchase interests in 
custodial accounts for the benefit of their employees pursuant to sections of the Internal Revenue Code 
using funds derived from salary reductions. 

In addition to the authority described in Section I , Section 2 of the bill adds a new section to the law 
authorizing local boards of trustees to offer participation in the North Caro lina Public School Teachers' 
and Professional Educators' Investment Plan as operated by the Department of State Treasurer. 

The following criteria apply to the Department of State Treasurer's 403(b) offerings to community 
college employees under this section: 

• Annuity contracts, trust accounts, and/or custodial accounts must be administered by a qualified 
third-party administrator to provide custodial, record-keeping and administrative services 

• Governance and oversight of the Plan will be performed by the Department of State Treasurer 
and the Board of Trustees of the North Carolina Supplemental Retirement Plans. 

• Investment options must be solely determined by the Department of State Treasurer and the 
Board of the Supplemental Retirement Plans consistent with section 403(b) of the Internal 
Revenue Code. 

0. Walker Reagan 
Director 1111 1111111111 11111111 
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House Bill 264 
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• Investment staff of the Department of State Treasurer may make recommendations as to 
appropriate investment options, but the State Treasurer and the Board of Trustees have sole 
responsibility for selection of the service provider. 

• All contributions made under this section must be remitted directly to the administrator and held 
in a custodial account on behalf of the participating employee. Any investment gains or losses 
must be credited to those accounts. 

• Any local board of trustees may elect to make contributions to the employee's account on behalf 
of the employee. 

• The design and administration of annuity contracts, trust accounts, and custodial accounts under 
this section must comply with applicable provisions of the Internal Revenue Code. 

EFFECTIVE DATE: This act becomes effective October I, 2015 . 
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Lcgist'ativfFiscil Note 

BILL NUMBER: House Bill 264 (First Edition) 

SHORT TITLE: Community Colleges 403(b) Plan.-AB 

SPONSOR(S): Representative McNeil! 

FISCAL IMP ACT 
($ in millions) 

r- ves r" No r No Estimate Available 

FY 2015-16 FY2016-17 FY 2017-18 

~t3.J~J".1Pa.~t .. . ................................................... ................................................................................................................................... , ..•. , 
General Fwid Revenues: 

Ge.'..,eE~J _F1!fld Expenditures: 

~P~C.i;,tl f.llll<l ~~yeDu~~ 
Special_Furid Expenditures 

State Positions: -- --·-- --··-

NET STATE IMPACT 

_ l,;ocal !_mpact 
Revenues: 

-·····--·--···-··-·-···--··-·--
_ E_)(pend i tures: 

NET LOCAL IMPACT 

························· 

$0.0 $0.0 

$0.0 $0.0 

PRINCIPAL DEPARTMENT(S) & PROGRAM(S) AFFECTED: 
North Carolina Community College System, Department of State Treasurer 

EFFECTIVE DATE: October I, 20 15 

TECHNICAL CONSIDERATIONS: 
None 

BILL SUMMARY: 

$0.0 

$0.0 

FY2018-19 

$0.0 

$0.0 

FY2019-20 

$0.0 

$0.0 
": 

Amends G.S . l l 5D-25 to provide that, in lieu of annuity or related contracts, interests in specified 
custodial accounts can be purchased by local boards of trustees for the benefit of qualified 
employees with the funds derived pursuant to the reduction in salaries of such employees. Makes 
conforming changes to the section catchline. 

Enacts new G.S. 1150-25.4, Department of State Treasurer-sponsored 403(b) option, allowing 
local boards of trustees to offer the "North Carolina Public School Teachers' and Professional 
Educators' Investment Plan" (Plan). Sets out seven criteria for the offering of the Plan, including 
requiring that annuity contracts, trust accounts, and/or custodial accounts are administered by a 
qualified third-party administrator to provide custodial , record-keeping, and administrative 

House Bill 264 (First Edition) 



services. Further provides nine requirements of the third-party, including maintaining a written 
plan document, monitoring maximum contributions, and keeping an updated schedule of vendor 
fees and commissions as to the Department of State Treasurer's statewide plan. Provides that 
oversight of the Plan will be performed by the Department of State Treasurer and the Board of 
Trustees for the NC Supplemental Retirement Plans, also provides that they will solely determine 
the investment options for the Plan. Sets out additional requirements concerning investment 
recommendations, payment and disbursement procedures, contributions by the local board of 
trustees to an employee's account, and design and administration of annuity contracts, trust 
accounts, and custodial accounts . 

ASSUMPTIONS AND METHODOLOGY: 

Community colleges currently have the flexibility to offer a 403(b) plan to their employees 
through a private vendor. This bill would allow an additional 403(b) plan option through the 
Department of State Treasurer and would pose no additional costs to the North Carolina 
Community College System office or individual col leges. 

The Department of State Treasurer anticipates that they will be able to accommodate any 
additional workload with existing staff and facilities that currently serve the Supplemental 
Retirement Plans; therefore, there will be no additional cost to the agency. 

SOURCES OF DAT A: North Carolina Community College System 

TECHNICAL CONSIDERATIONS: None 

FISCAL RESEARCH DIVISION: (919) 733-4910 

PREPARED BY: Brett Altman and Lisa Hollowell 

APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Division 

DATE: March 23, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 

House Bill 264 (First Edition) 2 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 264 

Short Title: Community Colleges 403(b) Plan.-AB 

Sponsors: Representative McNeill (Primary Sponsor) . 

1 

(Public) 

For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site. 

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

March 18, 2015 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW COMMUNITY COLLEGES TO PARTICIPATE fN THE 403(B) 
3 SUPPLEMENTAL RETIREMENT PLAN. 
4 The General Assembly of North Carolina enacts: 
5 SECTION 1. G.S. 115D-25 reads as rewritten: 
6 "§ llSD-25. Purchase of annuity or retirement income contracts for emplo,·ees.employees 
7 by local boards of trustees. 
8 Notwithstanding any provision of law relating to salaries or salary schedules for the pay of 
9 faculty members, administrative officers, or any other employees of community colleges, the 

10 board of trustees of any of the above institutions may authorize the finance officer or agent of 
11 same to enter into annual contracts with any of the above officers, agents and employees which 
12 provide for reductions in salaries below the total established compensation or salary schedule 
13 for a term of one year. The financial officer or agent shall use the funds derived from the 
14 reduction in the salary of the officer, agent or employee to purchase a nonforfeitable annuity or 
15 retirement income contract for the benefit of said officer, agent or employee. An officer, agent 
16 or employee who has agreed to a salary reduction for this purpose shall not have the right to 
17 receive the amount of the salary reduction in cash or in any other way except the annuity or 
18 retirement income contract. Funds used for the purchase of an annuity or retirement income 
19 contract shall not be in lieu of any amount earned by the officer, agent or employee before his 
20 election for a salary reduction has become effective. The agreement for salary reductions 
21 referred to in this section shall be effected under any necessary regulations and procedures 
22 adopted by the State Board of Community Colleges and on forms prepared by the State Board 
23 of Community Colleges. Notwithstanding any other provisions of this section or law, the 
24 amount by which the salary of an officer, agent or employee is reduced pursuant to this section 
25 shall not be excluded, but shall be included, in computing and making payroll deductions for 
26 social security and retirement system purposes, and in computing and providing matching 
27 funds for retirement system purposes. 
28 In lieu of the annuity and related contracts provided for under this section, interests in 
29 custodial accounts pursuant to Section 401 (t), Section 403(b )(7), and related sections of the 
30 Internal Revenue Code of 1986 as amended may be purchased by local boards of trustees for 
31 the benefit of qualified employees under this section with the funds derived from the reduction 
32 in the salaries of such employees." 
33 SECTION 2. Article 2 of Chapter l 15D of the General Statutes is amended by 
34 adding a new section to read: 

11111 1 111 
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General Assembly of North Carolina Session 2015 

I "§ 115D-25.4. Department of State Treasurer-sponsored 403(b) option. 
2 .(fil In add ition to the opportunities for local boards of trustees to offer section 403(b) of 
3 the Internal Revenue Code of 1986 retirement annuities and/or mutual funds to their employees 
4 under G.S. 115D-25. local boards of trustees may also offer the "North Caro lina Public School 
5 Teachers' and Professional Educators' Investment Plan" as operated by the Department of State 
6 Treasurer. 
7 .{hl The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
8 offerings to employees of local boards of trustees under this section: 
9 ill Annuity contracts, trust accounts. and/or custodial accounts shall be 

l O administered by a qualified third-party administrator that shall, under written 
11 agreement with the Department of State Treasurer. provide custodial, 
I 2 record-keeping. and administrative services. The third-party administrator 
13 may also be the selected vendor for the North Carolina Public School 
14 Teachers' and Professional Educators' Investment Plan. 
15 For employers choosing to participate in the North Carolina Public 
16 School Teachers' and Professional Educators' Investment Plan. the 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
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ill 

ill 

third-party administrator shall. at a minimum, provide the following: 
a Maintain a written plan document. 
b. Review hardship withdrawal requests. loan requests, and other 

disbursements permitted under section 403(b) of the Internal 
Revenue Code of 1986. 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 

d. Monitor maximum contributions. 
e. Coordinate responses to the Internal Revenue Service in any case of 

an IRS aud it. 
f. Generate educational communication materials to employees 

concerning the enrollment process. program eligibility. and 
investment options. 

& Maintain internal reports to ensure compliance with section 403(b) of 
the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h, Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S . l I 5D-25 within each participating local board 
of trustees plan by creating and establishing the necessary 
connections and processes with existing and future vendors. 

h Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide plan. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed by the 
Department of State Treasurer and the Board of Trustees for the North 
Carolina Supplemental Retirement Plans established pursuant to 
G.S . 135-96. Because of the administrative and record-keeping duties 
enumerated in subd ivis ion (I) of this subsection, any existing vendor of a 
403(b) with a participating employer must either agree to share data with the 
State's 403(b) vendor under this provision (so as to permit oversight over 
contribution limits, loans, and hardship withdrawals) or be directed by the 
participating employer to cease accepting new contributions. loans. and 
hardship withdrawals. 
Investment options shall be solely determined by the Department of State 
Treasurer and Board of Trustees for the North Carolina Supplemental 

H264 [Edition 1] 
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ill 

Retirement Plans consistent with section 403(b) of the Internal Revenue 
Code of 1986, as amended. 
Investment staff of the Department of State Treasurer may make 
recommendations to the State Treasurer and Board of Trustees for the North 
Carolina Supplemental Retirement Plans as to appropriate investment 
options. The State Treasurer and Board of Trustees shall have sole 
responsibility for the selection of the service provider for the North Carolina 
Public School Teachers' and Professional Educators' Investment Plan. 
All contributions made in accordance with the provisions of section 403(b) 
of the Internal Revenue Code of 1986, as amended, and this section shall be 
remitted directly to the administrator and held by the administrator in a 
custodial account on behalf of each participating employee. Any investment 
gains or losses shall be credited to those accounts. The forms of payment and 
disbursement procedures shall be consistent with those generally offered by 
similar annuity contracts, trust accounts, and custodial accounts and 
applicable federal and State statutes governing those contracts and accounts. 

(fil Any local board of trustees may elect to make contributions to the 
employee's account on behalf of the employee. The employer shall take 
whatever action is necessary to implement this section. 

ill The design and administration of annuity contracts, trust accounts, and 
custodial accounts under this provision shall comply with all applicable 
provisions of the Internal Revenue Code of 1986, as amended." 

SECTION 3. This act becomes effective October 1, 2015. 

H264 [Edition 1] Page 3 
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HOUSE BILL 274: 

2015-2016 General Assembly 

Retirement Technical Corrections Act of 2015.­
AB 

Committee: House Pensions and Retirement 
Introduced by: Reps. Gill, L. Bell , Elmore, Waddell 
Analysis of: PCS to First Edition 

H274-CSSH-I 0 

Date: March 26, 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bill 274 makes minor changes pertaining to the following: Teachers and State 
Employees Retirement System (TSERS), Local Governmental Employees Retirement System 
(LGERS), Disability Income Plan (DIP), Qualified Excess Benefit Arrangement (QEBA) plans, and 
funds from a settlement or other final order or judgment of the court received by the Escheat fund 
and benefit plans administered by the Department of State Treasurer. 

The PCS adds a new Section 6 pertaining to a TSERS member who has served in the uniformed 
services and returns to work. 

BILL ANALYSIS: Section 1 of HB 274 makes a minor clarification to the definition of an employee 
in G.S. 135-1 for purposes of the Teachers' and State Employees' Retirement System (TSERS). The bill 
provides that employees who are employed in permanent job positions on a recurring basis must work at 
least 30 hours per week for nine or more months per calendar year in order to be covered by the 
provisions of the subdivision . 

Section 2 of the bill amends G.S. 135-106(b) which pertains to long-term disability benefits under the 
Disability Income Plan. The amendment clarifies that when a beneficiary's benefit is reduced during the 
first 36 months of the long-term disability period by an amount equal to a primary Social Security 
retirement benefit, this is effective as of the first of the month following the month of initial entitlement. 

Section 3 of the bill changes ''fiscal year" to "calendar year" in G. S. 135-15I(e) for TSERS, and G.S. 
128-38.IO(f) for the Local Governmental Employee's Retirement System (LGERS), as it relates to 
treatment of unused assets of the Qualified Excess Benefit Arrangement (QEBA) plan. 

Section 4 repeals G.S. 128-29.1 which provides the LGERS Board of Trustees authority to invest in 
certain common and preferred stocks. 

Section 5 amends G .S. l l 4-2.4A( c) which was enacted by S.L. 2014-100, Section 6.6, and provides for 
the disposition of funds received by the State or a State agency from a settlement or other final order or 
judgment of the court. The change adds language to provide that Subsections (b) and (e) of G.S. I I 4-
2.4A, which restrict the transfer or expendUure offunds and overrea/;zed receipts, do not apply to funds 
received by the & ·cheat Fund and benefits plans administered by the Department of State Treasurer. 

Section 6 of the PCS amends G.S. 135-4(g) as it relates to creditable serv ice in the TSERS for teachers 
and other State employees who served in the uniformed services as defined in the Uniformed Services 
Employment and Reemployment Rights Act (USERRA). The amendment changes, "honorably 
discharged' to "who were not dishonorably discharged." Currentl y the Code defines a veteran as a 
person who served in the active military, naval , or air service, and who was discharged or released 
therefrom under conditions other than dishonorable. It also adds language specifying that when a 
member who has served in the uniformed services returns to work in compliance with the conditions of 

0. Walker Reagan 
Director 11111111111 I II II 11 11111 I 
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this subsection. that member's employer shall remit to the System all employer and employee 
contributions for the full period of that member's military service. 

EFFECTIVE DATE: House Bill 274 would become effective July 1, 2015. 
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BILL NUMBER: 

SHORT TITLE: 

SPONSOR(S): 
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Legislative ~~t~r~iilent Note 
Retirement Benefits 

House Bill 274 (First Edition) 

Retirement Technical Corrections Act of 2015.-AB 

Representatives Gill , L. Bell , Elmore, and Waddell 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts 
for TSERS and DIP; local government funds for LGERS 

SYSTEM OR PROGRAM AFFECTED: Teachers ' and State Employees ' Retirement 
System (TSERS), Local Governmental Employees ' Retirement System (LGERS), and the 
Disability Income Plan (DIP) . 

BILL SUMMARY: 

Section 1: Clarifies the definition of membership in TSERS with regard to hours worked. These 
revisions observe the opinion of the NC Supreme Court from 1997 in Wiebenson v. Bd. of 
Trustees. 

Section 2: Conforms one reference to the effective date of the offset for Social Security Disability 
benefits to other references to the offset within the DIP statutes. 

Section 3: Changes the asset transfer period for the Qualified Excess Benefit Arrangement in 
TSERS and LGERS from a fiscal year to a calendar year, to align with how the benefits are paid. 

Section 4: Repeals superceded LGERS investment statutes. 

Section 5: Clarifies a recently amended law pertaining to the rules surrounding funds recovered 
from legal settlements to correct a conflict with the Federal Exclusive Benefits rule . 

EFFECTIVE DATE: July 1, 2015 

ESTIMATED IMPACT ON STATE: Both Buck Consultants, the System ' s Actuary, and 
Hartman & Associates, the actuary for the General Assembly, estimate that the bill will have no 
material impact on the contribution rates or liabilities of any of the systems affected. 

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 December 31 , 2013 actuarial valuations . 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables : 

House Bill 274 (First Edition) 



Membership Statistics ( <;1s of 12/31/2013 unless otherwise noted, M = mill ions) 
TSERS LGERS DIP 

Active Members 
Count 310,370 123,455 325,642 
General Fund Compensation $9,914M $10,813M 
Valuation Compensation $13 ,608M $5,556M $15, 198M 
(Total) 
Average Age 45 44 45 
Average Service 10.6 10.3 Not avail. 

Inactive Members 
Count 125,513 50,998 0 

Retired Members 
Count 187,448 57,405 7,012 
Annual Benefits $3,871M $1 ,039M $75M 
Average Age 70 68 Not avail. 
New Retirees During 2014 11 ,500 4,400 992 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS LGERS DIP 

Accrued Liability (AL) $65,806M Not meaningful Not meaningful 
Actuarial Value of Assets $62,364M $21 ,498M $442M 
(AVA) 
Market Value of Assets $62,789M $21 ,784M $42IM 
(MVA) 
Unfunded Accrued $3,442M Not meaningful Not meaningful 
Liability (AL - AV A) 
Funded Status (AV A / 95% Not meaningful Not meaningful 
AL) 
Annual Required 8.69% 6.52% 0.41% 
Contribution (ARC) for (non-LEO) 
FY 2015-16 (as% of 
pay) 
Assumed Rate of 7.25% 7.25% 5.75% 
Investment Return 
Salary Increase 4.25% - 9.10% 4.25% - 8.55% 4.25% - 9.10% 
Assumption (includes 
3.50% inflation and 
productivity) 
Cost Method Entry Age Frozen Entry Aggregate 

Normal Age 
Amortization 12 year, Not applicable Not applicable 

closed, flat $ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mortality improvement with scale AA 

House Bill 274 (First Edition) 2 
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-Benefit Provisions 
TSERS LGERS DIP 

Formula 1.82% x Service 1.85% x Service 65% of salary for 
x 4 Year Avg Pay x 4 Year Avg Pay Jong-term 

Unreduced Any/30; 60/25; Any/30; 60/25; Any/5 with 
retirement 65 (55 for LE0)/5 65 (55 for LE0)/5 permanent disability 
age/service 
Employee 6% 6% None 
contribution (as % 
of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Retirement Technical Corrections Act of2015 (House Bill 274)", March 24, 
2015, original of which is on file in the General Assembly 's Fiscal Research Division . 

Hartman & Associates, LLC, "House Bill 274: An Act to Enact the Retirement Technical 
Corrections Act of2015", March 23, 2015, original of which is on file in the General Assembly's 
Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

David Vanderweide 

DA TE: March 30, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 

House Bill 274 (First Edition) 3 



• 



H 

GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 274 
PROPOSED COMMITTEE SUBSTITUTE H274-PCS40232-SH-10 

Short Title: Retirement Technical Corrections Act of 2015.-AB 

Sponsors: 

Referred to: 

March 19, 2015 

1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT TO ENACT THE RETIREMENT TECHNICAL CORRECTIONS ACT OF 2015 . 
3 The General Assembly of North Carolina enacts: 
4 SECTION 1. G.S. 135-1(10) reads as rewritten: 
5 "(l 0) "Employee" shall mean all full-time employees, agents or officers of the 
6 State of Nmth Carolina or any of its departments, bureaus and institutions 
7 other than educational, whether such employees are elected, appointed or 
8 employed: Provided that the term "employee" shalj not include any person 
9 who is a member of the Consolidated Judicial Retirement System, any 

10 member of the General Assembly or any pait-time or temporary employee. 
11 Notwithstanding any other provision of law, "employee" shall include all 
12 employees of the General Assembly except participants in the Legislative 
13 Intern Program, pages, and beneficiaries in receipt of a monthly retirement 
14 allowance under this Chapter who are reemployed on a temporary basis. 
15 "Employee" also includes any participant whose employment is interrupted 
16 by reason of service in the Uniformed Services, as that term is defined in 
17 section 4303(16) of the Uniformed Services Employment and 
18 Reemployment Rights Act, Public Law 103-353, if that participant was an 
19 employee at the time of the interruption; if the participant does not return 
20 immediately after that service to employment with a covered employer in 
21 this System, then the participant shall be deemed "in service" until the date 
22 on which the participant was first eligible to be separated or released from 
23 his or her involuntary military service. In all cases of doubt, the Board of 
24 Trustees shall detennine whether any person is an employee as defined in 
25 this Chapter. "Employee" shall also mean every full-time civilian employee 
26 of the North Carolina National Guard who is employed pursuant to section 
27 709 of Title 32 of the United States Code and paid from federal appropriated 
28 funds, but held by the federal authorities not to be a federal employee: 
29 Provided, however, that the authority or agency paying the salaries of such 
30 employees shall deduct or cause to be deducted from each employee's salary 
31 the employee's contribution in accordance with applicable provisions of 
32 G.S. 135-8 and remit the same, either directly or indirectly, to the Retirement 
33 System; coverage of employees described in this sentence shall commence 
34 upon the first day of the calendar year or fiscal year, whichever is earlier, 
35 next following the date of execution of an agreement between the Secretary 
36 of Defense of the United States and the Adjutant General of the State acting 
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1 for the Governor in behalf of the State, but no credit shall be allowed 
2 pursuant to this sentence for any service previously rendered in the 
3 above-described capacity as a civilian employee of the North Carolina 
4 National Guard: Provided, further, that the Adjutant General, in the Adjutant 
5 General's discretion, may tenninate the Retirement System coverage of the 
6 above-described North Carolina National Guard employees if a federal 
7 retirement system is established for such employees and the Adjutant 
8 General elects to secure coverage of such employees under such federal 
9 retirement system. Any full-time civilian employee of the North Carolina 

10 National Guard described above who is now or hereafter may become a 
11 member of the Retirement System may secure Retirement System credit for 
12 such service as a North Carolina National Guard civilian employee for the 
13 period preceding the time when such employees became eligible for 
14 Retirement System coverage by paying to the Retirement System an amount 
15 equal to that which would have constituted employee contributions if the 
16 employee had been a member during the years of ineligibility, plus interest. 
17 Employees of State agencies, departments, institutions, boards, and 
18 commissions who are employed in permanent job positions on a recurring 
19 basis and ·Nhomust work at least 30 or more hours per week for nine or more 
20 months per calendar year a-rein order to be covered by the provisions of this 
21 subdivision. On and after August 1, 2001, a person who is a nonimmigrant 
22 alien and who otherwise meets the requirements of this subdivision shall not 
23 be excluded from the definition of "employee" solely because the person 
24 holds a temporary or time-limited visa." 
25 SECTION 2. G.S. I35-106(b) reads as rewritten: 
26 "(b) After the commencement of benefits under this section, the benefits payable under 
27 the tenns of this section during the first 36 months of the long-term disability period shall be 
28 equal to sixty-five percent (65%) of I/12th of the annual base rate of compensation last payable 
29 to the participant or beneficiary prior to the beginning of the short-term disability period as may 
30 be adj usted for percentage increases as provided under G.S. 135-108, plus sixty-five percent 
31 (65%) of J /12th of the annual longevity payment to which the participant or beneficiary would 
32 be eligible, to a maximum of three thousand nine hundred dollars ($3,900) per month reduced 
33 by any primary Social Security disability benefits to which the beneficiary may be entitled, 
34 effective as of the first of the month following the month of initial entitlement, and by monthly 
35 payments for Workers' Compensation to which the participant or beneficiary may be entitled. 
36 When primary Social Security disability benefits are increased by cost-of-living adjustments, 
37 the increased reduction shall be applied in the first month following the month in which the 
38 member becomes entitled to the increased Social Security benefit. The monthly benefit shall be 
39 further reduced by the amount of any monthly payments from the federal Department of 
40 Veterans Affairs, any other federal agency or any payments made under the provisions of 
41 G.S. 127A-108, to which the participant or beneficiary may be entitled on account of the same 
42 disability. Provided, in any event, the benefit payable shall be no less than ten dollars ($10.00) 
43 a month. However, a disabled participant may elect to receive any salary continuation as 
44 provided in G.S. 135-104 in lieu of long-term disability benefits; provided such election shall 
45 not extend the first 36 consecutive calendar months of the long-term disability period. An 
46 election to receive any salary continuation for any part of any given day shall be in lieu of any 
4 7 long-term benefit payable for that day, provided fm1her, any lump-sum payout for vacation 
48 leave shall be treated as if the beneficiary or participant had exhausted the leave and shall be in 
49 lieu of any long-term benefit otherwise payable. Provided that, in any event, a beneficiary's 
50 benefit shall be reduced during the first 36 months of the long-tenn disability period by an 
51 amount, as detem1ined by the Board of Trustees, equal to a primary Social Security retirement 
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benefit to which the beneficiary might be entitled.entitled, effective as of the first of the month 
following the month of initial entitlement. 

After 36 months of long-term disability, no further benefits are payable under the terms of 
this section unless the member has been approved and is in receipt of primary Social Security 
disability benefits. In that case the benefits payable shall be equal to sixty-five percent (65%) of 
I/12th of the annual base rate of compensation last payable to the participant or beneficiary 
prior to the beginning of the short-term disability period as may be adjusted for percentage 
increases as provided under G.S. 135-108, plus sixty-five percent (65%) of I/12th of the annual 
longevity payment to which the participant or beneficiary would be eligible, to a maximum of 
three thousand nine hundred dollars ($3,900) per month reduced by the primary Social Security 
disability benefits to which the beneficiary may be entitled, effective as of the first of the month 
following the month of initial entitlement, and by monthly payments for Workers' 
Compensation to which the participant or beneficiary may be entitled. When primary Social 
Security disability benefits are increased by cost-of-living adjustments, the increased reduction 
shall be applied in the first month following the month in which the member becomes entitled 
to the increased Social Security benefit. The monthly benefit shall be further reduced by the 
amount of any monthly payments from the federal Department of Veterans Affairs, for 
payments from any other federal agency, or for any payments made under the provisions of 
G.S. 127 A-108, to which the participant or beneficiary may be entitled on account of the same 
disability. Provided, in any event, the benefit payable shall be no less than ten dollars ($10.00) 
a month. 

Notwithstanding the forego ing, the long-term disability benefit is payable so long as the 
beneficiary is disabled and is in receipt of a primary Social Security disability benefit until the 
earliest date at which the beneficiary is eligible for an unreduced service retirement allowance 
from the Retirement System, at which time the beneficiary would receive a retirement 
allowance calculated on the basis of the beneficiary's average final compensation at the time of 
disability as adjusted to reflect compensation increases subsequent to the time of disability and 
the creditable service accumulated by the beneficiary, including creditable service while in 
receipt of benefits under the Plan. In the event the beneficiary has not been approved and is not 
in receipt of a primary Social Security disability benefit, the long-term disability benefit shall 
cease after the first 36 months of the long-term disability period. When such a long-term 
disability recipient begins receiving this unreduced service retirement allowance from the 
System, that recipient shall not be subject to the six-month waiting period set forth in 
G.S. 135-1 (20). However, a beneficiary shall be entitled to a restoration of the long-tem1 
disability benefit in the event the Social Security Administration grants a retroactive approval 
for primary Social Security disability benefits with a benefit effective date within the first 36 
months of the long-tem1 disability period. In such event, the long-tenn disability benefit shall 
be restored retroactively to the date of cessation." 

SECTION 3.(a) G.S. 135-15l(e) reads as rewritten: 
"(e) Treatment of Unused Assets. - Any assets of the QEBA plan not used to pay 

benefits in the current fi.sealcalendar year shall be used for payment of the administrative 
expenses of the QEBA for the cunent or future H5€frl.calendar years or shall be paid to the 
Retirement System as an additional employer contribution." 

SECTION 3.(b) G.S. 128-38.lO(f) reads as rewritten: 
"(f) Treatment of Unused Assets. - Any assets of the QEBA plan not used to pay 

benefits in the current H5€frl.calendar year shall be used for payment of the administrative 
expenses of the QEBA for the current or future H5€frl.calendar years or shall be paid to the 
Retirement System as an additional employer contribution." 

SECTION 4. G.S. 128-29. l is repealed. 
SECTION 5. G.S . 114-2.4A(c) reads as rewritten: 

"(c) Exception. - Subsections (b) and (e) of this section shall not apply to funds to: 
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ill Funds received by the Department of Health and Human Services to the 
extent those funds represent the recovery of previously expended Medicaid 
funds. 

ill Funds received by the Escheat Fund and benefit plans administered by the 
Department of State Treasurer." 

SECTION 6. G.S. 135-4(g) reads as rewritten: 
"(g) Teachers and other State employees who served in the uniformed services as 

defined in the Uniformed Services Employment and Reemployment Rights Act of 1994, 38 
U.S.C. § 4303, who were not dishonorably discharged, and \vho, after being honorably 
discharged,who returned to the service of the State within a period of two years from date of 
discharge shall be credited with prior service for such period of service in the unifonned 
services for the maximum period that they are entitled to reemployment under the Unifonned 
Services Employment and Reemployment Rights Act of 1994, 38 U.S.C. § 4301, et seq., or 
other federal law, and the salary or compensation of such a teacher or State employee during 
that period of service is deemed to be that salary or compensation the employee would have 
received but for the period of service had the employee remained continuously employed, if the 
detennination of that salary or compensation is reasonably certain. If the determination of the 
salary or compensation is not reasonably certain, then it is deemed to be that employee's 
average rate of compensation during the 12-month period immediately preceding the period of 
service. When a member who has served in the uniformed services returns to work in 
compliance with the conditions of this subsection. that member's employer shall remit to the 
System all employer and employee contributions for the full period of that member's military 
service." 

SECTION 7. This act becomes effective July 1, 2015. 
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Short Title: Retirement Technical Corrections Act of 2015 .-AB (Public) 

Sponsors: Representati ves Gill , L. Bell , Elmore, and Waddell (Primary Sponsors). 
For a complete fist of Sponsors, refer to the North Carolina General Assembly Web Site. 

Referred to: Pensions and Retirement. 

March 19,2015 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ENACT THE RETIREMENT TECHNICAL CORRECTIONS ACT OF 2015. 
3 The General Assembly of North Carolina enacts: 
4 SECTION 1. G.S. 135-1(10) reads as rewritten : 
5 "( I 0) "Employee" shall mean all full-time employees, agents or officers of the 
6 State of North Carolina or any of its departments, bureaus and institutions 
7 other than educational, whether such employees are elected, appointed or 
8 employed: Provided that the term "employee" shall not include any person 
9 who is a member of the Consolidated Judicial Retirement System, any 

10 member of the General Assembly or any pa1t-time or temporary employee. 
11 Notwithstanding any other provision of law, "employee" shall include all 
12 employees of the General Assembly except participants in the Legislative 
13 Intern Program, pages, and beneficiaries in receipt of a monthly retirement 
14 allowance under this Chapter who are reemployed on a temporary basis. 
15 "Employee" also includes any participant whose employment is interrupted 
16 by reason of service in the Uniformed Services, as that term is defined in 
17 section 4303(16) of the Uniformed Services Employment and 
18 Reemployment Rights Act, Public Law 103-353, if that participant was an 
19 employee at the time of the interruption; if the participant does not return 
20 immediately after that service to employment with a covered employer in 
21 this System, then the participant shall be deemed "in service" until the date 
22 on which the participant was first eligible to be separated or released from 
23 his or her involuntary military service. In all cases of doubt, the Board of 
24 Trustees shall determine whether any person is an employee as defined in 
25 this Chapter. "Employee" shall also mean every full-time civilian employee 
26 of the North Carolina National Guard who is employed pursuant to section 
27 709 of Title 32 of the United States Code and paid from federal appropriated 
28 funds , but held by the federal authorities not to be a federal employee: 
29 Provided, however, that the authority or agency paying the salaries of such 
30 employees shall deduct or cause to be deducted from each employee's salary 
31 the employee's contribution in accordance with applicable provisions of 
32 G.S. 135-8 and remit the same, either directly or indirectly, to the Retirement 
33 System; coverage of employees described in this sentence shall commence 
34 upon the first day of the calendar year or fiscal year, whichever is earlier, 
35 next following the date of execution of an agreement between the Secretary 
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1 of Defense of the United States and the Adjutant General of the State acting 
2 for the Governor in behalf of the State, but no credit shall be allowed 
3 pursuant to this sentence for any service previously rendered in the 
4 above-described capacity as a civilian employee of the North Carolina 
5 National Guard: Provided, further, that the Adjutant General , in the Adjutant 
6 General's discretion, may terminate the Retirement System coverage of the 
7 above-described North Carolina National Guard employees if a federal 
8 retirement system is established for such employees and the Adjutant 
9 General elects to secure coverage of such employees under such federal 

10 retirement system. Any full-time civilian employee of the North Carolina 
11 National Guard described above who is now or hereafter may become a 
12 member of the Retirement System may secure Retirement System credit for 
13 such service as a North Carolina National Guard civilian employee for the 
14 period preceding the time when such employees became eligible for 
15 Retirement System coverage by paying to the Retirement System an amount 
16 equal to that which would have constituted employee contributions if the 
17 employee had been a member during the years of ineligibility, plus interest. 
18 Employees of State agencies, departments, institutions, boards, and 
19 commissions who are employed in pennanent job positions on a recurring 
20 basis and whomust work at least 30 or more hours per week for nine or more 
21 months per calendar year are in order to be covered by the provisions of this 
22 subdivision. On and after August 1, 2001 , a person who is a non immigrant 
23 alien and who otherwise meets the requirements of this subdivision shall not 
24 be excluded from the definition of "employee" solely because the person 
25 holds a temporary or time-limited visa." 
26 SECTION 2. G.S. 135-106(b) reads as rewritten: 
27 "(b) After the commencement of benefits under this section, the benefits payable under 
28 the terms of this section during the first 36 months of the long-term disability period shall be 
29 equal to sixty-five percent (65%) of 1/12th of the annual base rate of compensation last payable 
30 to the participant or beneficiary prior to the beginning of the short-term disability period as may 
31 be adjusted for percentage increases as provided under G.S. 135-108, plus sixty-five percent 
32 (65%) of I / 12th of the annual longevity payment to which the participant or beneficiary would 
33 be eligible, to a maximum of three thousand nine hundred dollars ($3 ,900) per month reduced 
34 by any primary Social Security disability benefits to which the beneficiary may be entitled, 
35 effective as of the first of the month following the month of initial entitlement, and by monthly 
36 payments for Workers' Compensation to which the participant or beneficiary may be entitled. 
37 When primary Social Security disability benefits are increased by cost-of-living adjustments, 
38 the increased reduction shall be applied in the first month following the month in which the 
39 member becomes entitled to the increased Social Security benefit. The monthly benefit shall be 
40 further reduced by the amount of any monthly payments from the federal Department of 
41 Veterans Affairs, any other federal agency or any payments made under the provisions of 
42 G.S . 127 A-108, to which the participant or beneficiary may be entitled on account of the same 
43 disability. Provided, in any event, the benefit payable shall be no less than ten dollars ($10.00) 
44 a month. However, a disabled participant may elect to receive any salary continuation as 
45 provided in G.S. 135-104 in lieu of long-term disability benefits ; provided such election shall 
46 not extend the first 36 consecutive calendar months of the long-term disability period. An 
47 election to receive any salary continuation for any part of any given day shall be in lieu of any 
48 long-term benefit payable for that day, provided further, any lump-sum payout for vacation 
49 leave shall be treated as if the beneficiary or participant had exhausted the leave and shall be in 
50 lieu of any long-term benefit otherwise payable. Provided that, in any event, a beneficiary's 
51 benefit shall be reduced during the first 36 months of the long-term disability period by an 
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1 amount, as determined by the Board of Trustees, equal to a primary Social Security retirement 
2 benefit to which the beneficiary might be entitled.entitled, effective as of the first of the month 
3 following the month of initial entitlement. 
4 After 36 months of long-term disability, no further benefits are payable under the terms of 
5 this section unless the member has been approved and is in receipt of primary Social Security 
6 disability benefits. In that case the benefits payable shall be equal to sixty-five percent (65%) of 
7 1 / 12th of the annual base rate of compensation last payable to the participant or beneficiary 
8 prior to the beginning of the short-term disability period as may be adjusted for percentage 
9 increases as provided under G.S. 135-108, plus sixty-five percent (65%) of I/12th of the annual 

IO longevity payment to which the participant or beneficiary would be eligible, to a maximum of 
11 three thousand nine hundred dollars ($3,900) per month reduced by the primary Social Security 
12 disability benefits to which the beneficiary may be entitled, effective as of the first of the month 
13 following the month of initial entitlement, and by monthly payments for Workers' 
14 Compensation to which the participant or beneficiary may be entitled. When primary Social 
15 Security disability benefits are increased by cost-of-living adjustments, the increased reduction 
16 shall be applied in the first month following the month in which the member becomes entitled 
17 to the increased Social Security benefit. The monthly benefit shall be further reduced by the 
18 amount of any monthly payments from the federal Department of Veterans Affairs, for 
19 payments from any other federal agency, or for any payments made under the provisions of 
20 G.S. 127 A-108, to which the participant or beneficiary may be entitled on account of the same 
21 disability. Provided, in any event, the benefit payable shall be no less than ten dollars ($10.00) 
22 a month. 
23 Notwithstanding the foregoing, the long-term disability benefit is payable so long as the 
24 beneficiary is disabled and is in receipt of a primary Social Security disability benefit until the 
25 earliest date at which the beneficiary is eligible for an unreduced service retirement allowance 
26 from the Retirement System, at which time the beneficiary would receive a retirement 
27 allowance calculated on the basis of the beneficiary's average final compensation at the time of 
28 disability as adjusted to reflect compensation increases subsequent to the time of disability and 
29 the creditable service accumulated by the beneficiary, including creditable service while in 
30 receipt of benefits under the Plan. In the event the beneficiary has not been approved and is not 
31 in receipt of a primary Social Security disability benefit, the long-term di sability benefit shall 
32 cease after the first 36 months of the long-term disability period . When such a long-term 
33 disability recipient begins receiving this unreduced service retirement allowance from the 
34 System, that recipient shall not be subject to the six-month waiting period set forth in 
35 G.S. 135-1 (20). However, a beneficiary shall be entitled to a restoration of the long-term 
36 disability benefit in the event the Social Security Administration grants a retroactive approval 
3 7 for primary Social Security disability benefits with a benefit effective date within the first 36 
38 months of the long-term disability period. In such event, the long-term disability benefit shall 
39 be restored retroactively to the date of cessation." 
40 SECTION 3.(a) G.S. 135- 15 l(e) reads as rewritten: 
41 "(e) Treatment of Unused Assets. - Any assets of the QEBA plan not used to pay 
42 benefits in the current .f+s€a+calendar year shall be used for payment of the administrative 
43 expenses of the QEBA for the current or future .f+s€a+calendar years or shall be paid to the 
44 Retirement System as an additional employer contribution." 
45 SECTION 3.(b) G.S . 128-38.1 O(t) reads as rewritten: 
46 "(t) Treatment of Unused Assets. - Any assets of the QEBA plan not used to pay 
4 7 benefits in the current ttsealcalendar year shall be used for payment of the administrative 
48 expenses of the QEBA for the current or future .f+s€a+calendar years or shall be paid to the 
49 Retirement System as an additional employer contribution." 
50 SECTION 4. G.S . 128-29.1 is repealed. 
51 SECTION 5. G.S. l 14-2.4A(c) reads as rewritten : 
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I "(c) Exception. - Subsections (b) and (e) of this section shall not apply to funds to: 
2 ill Funds received by the Department of Health and Human Services to the 
3 extent those funds represent the recovery of previously expended Medicaid 
4 funds. 
5 
6 
7 

Page 4 

ill Funds received by the Escheat Fund and benefit plans administered by the 
Department of State Treasurer." 

SECTION 6. This act becomes effective July I , 2015. 
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House Committee on Pensions and Retirement 
Tuesday, April 14, 2015 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00am on Tuesday, April 14, 2015 in 
Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. Bell, 
Bishop, Blust, B. Brown, Gill, Holley, Hurley, Langdon, and Waddell attended. 

Representative Allen McNeill presided and called the meeting to order at 1 O:OOam. He introduced the 
pages and Sergeant at Arms staff. 

The chair recognized Representative Ross to explain his bill , HB 277, RETIREMENT ADMIN. 
CHANGES ACT OF 2015 .-AB. 

A motion was made by Representative Michaux to place a PCS before the committee for HB 277. 
Motion was accepted by the committee. Representative Ross explained the PCS. 

There was discussion by the committee and Sam Watts, Policy Director of the Treasurer's office. 
Representative Waddell moved for a favorable committee substitute, unfavorable to the original bill. 
The motion passed. 

Representative McNeill then recognized Representative Collins to present his bill, HB 301 , ESCHEAT 
FUND MODIFICA TIONS.-AB. 

Representative Langdon made a motion to place before the committee a PCS for HB 301 and the 
motion was accepted by the committee. Representative Collins explained the PCS. 

There was discussion on HB 301 by the committee and Tony Solari from the Treasurer's office. 
Representative Langdon moved for a favorable proposed committee substitute, unfavorable to the 
original with a referral to Appropriations and the motion passed. 

Representative Ross then took the chair so that Representative McNeill could present his bill, HB 555, 
PROBATION/PAROLE OFFICERS RETIREMENT. 

Representative McNeill explained HB 555 and after a short discussion, Representative Langdon 
moved for a favorable report with a referral to Appropriations. The motion passed. 

House Bills 331 and 385 were not heard in this meeting. 

There being no further business, Representative McNeill adjourned the meeting at 10:4 7am. 

RBlt: submitted, 

fv\ (~~ ~ -~~ l~ 
Representative Allen McNeill, Chair Laura Sullivan, Committee Clerk 
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NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY &DATE: Tuesday, April 14, 2015 
10:00AM TIME: 

LOCATION: 415 LOB 
COMMENTS: Rep. Allen McNeill, Chair. 

The following bills will be considered: 

BILL NO. 
HB 277 

HB 301 

HB 331 

HB 385 

HB 555 

SHORT TITLE 
Retirement Admin. Changes Act of 
2015 .-AB 

Escheat Fund Modifications.-AB 

Sheriffs' Supp. Pension Fund/Sick 
Leave. 
Increase Sheriffs' Supp. Pension Court 
Cost. 

Probation/Parole Officers Retirement. 

SPONSOR 
Representative Ross 
Representative Gill 
Representative Goodman 
Representative McNeill 
Representative Collins 
Representative Ross 
Representative Tine 
Representative Warren 
Representative Saine 
Representative Setzer 
Representative McNeill 
Representative Presnell 
Representative Shepard 
Representative Waddell 
Representative McNeil I 
Representative Faircloth 
Representative Boles 
Representative Hurley 



• 

• 

• 



• 

• 

• 

Respectfu lly, 

Representative Allen McNeill, Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 3 :25 PM on 
Wednesday, April 08, 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 



• 

• 

• 



• 

Date: 

Room: 

Time: 

AGENDA 

2015-2016 House Committee on Pensions & Retirment 

April 14, 2015 

415L0B 

10:00 am 

Presiding: Representative Allen McNeil!, Chairman 

AGENDA ITEMS 

• HB 277 Retirement Admin. Changes Act of 2015.-AB 

Representative Ross, Sponsor 
Representative Gill, Sponsor 

• 

Representative Goodman, Sponsor 
Representative McNeil!, Sponsor 

HB 301 Escheat Fund Modifications.-AB 

Representative Collins, Sponsor 
Representative Ross, Sponsor 
Representative Tine, Sponsor 
Representative Warren, Sponsor 

HB 331 Sheriffs' Supp. Pension Fund/Sick Leave 

Representative Saine 
Representative Setzer, Sponsor 

HB 385 Increase Sheriffs' Supp. Pension Court Cost 

Representative McNeil!, Sponsor 
Representative Presnell, Sponsor 
Representative Shepard, Sponsor 
Representative Waddell, Sponsor 



• 

• 

• 



• 

• 

• 

HB 555 Probation/Parole Officers Retirement 

Representative McNeil!, Sponsor 
Representative Faircloth, Sponsor 
Representative Boles, Sponsor 
Representative Hurley, Sponsor 

ADJOURNMENT 



• 

• 

• 



NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

- ~--·---- --·-- ---·---

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED 

HB 301 Escheat Fund Modifications.-AB 
Draft Number: H30 I-PCS I 0332-SH- I 3 
Serial Referral: None 
Recommended Referral: APPROPRJA TIO NS 
Long Title Amended: 
Floor Manager: 

No 
Collins 

* C M R 1 3 5 - V - 1 * 

TOTAL REPORTED: I 



• 



NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE AND RE-REFERRED 

HB 555 Probation/ Parole Officers Retirement. 
Draft Number: None 
Serhd R fe r I: ---~=;n,~;-:-:~~ri 

Recommended Referral: 
Long Title Amended : 
Floor Manager: 

None 
No 
McNeill 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL 

HB 277 Retirement Adm in. Changes Act of2015.-AB 
Draft Number: H277-PCS40388-R0-3 
Serial Referral: None 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

TOT AL REPORTED: 2 

* C M R 1 3 9 - V - 1 * 





H 

GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 277 
Committee Substitute Favorable 4/14/15 

Short Title: Retirement Admin. Changes Act of2015 .-AB 

Sponsors: 

Referred to : 

March 19, 2015 

A BILL TO BE ENTITLED 

2 

(Public) 

2 AN ACT TO ENACT THE RETIREMENT ADMINISTRATIVE CHANGES ACT OF 2015. 
3 The General Assembly of North Carolina enacts: 
4 SECTION l.(a) The terms of office of the present members of the Supplemental 
5 Retirement Board of Trustees shall expire on June 30, 2016. Effective for terms to begin on 
6 July 1, 2016, the members of the Board shall be appointed as provided in G.S. 135-96, as 
7 amended by this act. 
8 SECTION l.(b) G.S. 135-96 reads as rewritten: 
9 "§ 135-96. Supplemental Retirement Board of Trustees. 

10 (a) The Supplemental Retirement Board of Trustees is established to administer the 
11 Supplemental Retirement Income Plan established under the provisions of this Article and the 
12 North Carolina Public Employee Deferred Compensation Plan established under 
13 G.S. 143B-426.24, and the North Carolina Public School Teachers' and Professional Educators' 
14 Investment Plan established under G.S. l 15C-34 l .2 . 
15 (b) The Board consists of nine voting members, as follows: 
16 (1) Six persons appointed by the Governor who have experience in finance and 
17 investments, one of whom shall be a State employee, and one of whom shall 
18 be a retired State or local governmental employee; 
19 (2) One person appointed by the General Assembly upon the recommendation 
20 of the Speaker of the House of Representatives; 
21 (3) One person appointed by the General Assembly upon the recommendation 
22 of the President Pro Tempore of the Senate; and 
23 (4) The State Treasurer, ex officio, who shall be the Chair. 
24 ( c) The initial appointments by the General Assembly and two of the Governor's initial 
25 appointments shall be for one year terms. The remainder of the initial appointments shall be for 
26 two year terms. At the expiration of these initial terms, appointments shall be for hvo years and 
27 shall be made by the appointing authorities designated in subsection (b) of this section. 
28 Effective July 1,2016: 
29 ill The appointments made by the General Assembly pursuant to subdivisions 
30 (2) and (3) of subsection (b) of this section shall be for initial terms of three 
31 years, to expire June 30, 2019 . 
32 0 Three of the appointments made by the Governor pursuant to subdivision (1) 
33 of subsection (b) of this section shall be for initial terms of one year, to 
34 expire June 30, 2017. 
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ill Three of the appointments made by the Governor pursuant to subdivision ( l) 
2 of subsection (b) of this section shall be for initial terms of two years, to 
3 expire June 30, 2018. 
4 Upon the expiration of these initial terms, appointments for all members shall be for terms 
5 of three years beginning on the day following the expiration date of the previous member's 
6 term. 
7 .u:.l) A member shall continue to serve until the member's successor is duly appointed, 
8 but a holdover under this provision does not affect the expiration date of the succeeding term. 
9 No member of the Board may serve more than threelonger than any of the following: 

IO ill Two consecutive two yearthree-year terms. 
11 ill Three consecutive terms of any length, in the event that one or more of the 
12 terms is for fewer than three years in duration or the member serves a partial 
13 term as result of filling a vacancy. 
14 ill Eight consecutive years, regardless of term lengths . 
15 (d) Other than ex officio members, members appointed by the Governor shall serve at 
16 the Governor's pleasure. An ex officio member may designate in writing, filed with the Board, 
17 any employee of the member's department to act at any meeting of the Board from which the 
18 member is absent, to the same extent that the member could act if present in person at such 
19 meeting. 
20 ( e) The Board may retain the services of independent appraisers, auditors, actuaries, 
21 attorneys, investment counseling firms, statisticians, custodians, or other persons or firms 
22 possessing specialized skills or knowledge necessary for the proper administration of 
23 investment programs that the Board administers pursuant to this section." 
24 SECTION 2. Article 3 of Chapter 1 I 1 of the General Statutes is amended by 
25 adding a new section to read: 
26 "§ 111-47.3 Food service at Department of State Treasurer. 
27 Notwithstanding any other provision of this Article, the Department of State Treasurer may 
28 operate or contract for the operation of food or vending services at Department of State 
29 Treasurer offices. The net proceeds of revenue generated by food and vending services that are 
30 provided at the Department of State Treasurer by the agency or a vendor with whom the agency 
31 has contracted shall be credited to the Division of Services for the Blind of the Department of 
32 Health and Human Services for the purposes specified in G.S. 111-43 ." 
33 SECTION 3.(a) G.S . 147-692(b) reads as rewritten: 
34 "(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated 
35 in subsection (a) of this section in excess of the amount required to meet the current needs and 
36 demands on such funds . The State Treasurer may invest the funds as provided in this 
37 subsection. If an investment was authorized by this subsection at the time the investment was 
38 made or contractually committed to be made, then that investment shall continue to be 
39 authorized by this subsection, and none of the percentage or other limitation on investments set 
40 forth in this subsection shall be construed to require the State Treasurer to subsequently dispose 
41 of the investment or fail to honor any contractual commitments as a result of changes in market 
42 values, ratings, or other investment qualifications. For purposes of computing market values on 
43 which percentage limitations on investments in this subsection are based, all investments shall 
44 be valued as of the last date of the most recent fiscal quarter. 
45 (1) Investments authori zed byG.S. 147-69.l(c)(l)-(7). 
46 (2) General obligations of other states of the United States. 
47 (3) General obligations of cities, counties and special districts in North Carolina. 
48 ( 4) Obligations of any company, other organization or legal entity incorporated 
49 or otherwise created or located within or outside the United States, including 
50 obligations that are convertible into equity securities, if the obligations bear 
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one of the four highest ratings of at least one nationally recognized rating 
service when acquired . 

(5) Repealed by Session Laws 2001-444, s. 2, effective October 1, 2001 . 
(6) Asset-backed securities (whether considered debt or equity) provided they 

bear ratings by nationally recognized rating services as prov ided in 
G.S. 147-69.2(b)(4). 

(6a) In addition to the limitations and requirements with respect to the 
investments of the Retirement Systems set forth in this subsection, the State 
Treasurer shall select investments of the assets of the Retirement Systems 
such that investments made pursuant to subdivisions (b )(I) through (6) of 
this section shall at all times equal or exceed twenty percent (20%) of the 
market value of all invested assets of the Retirement Systems. 

( 6b) Investments pursuant to subdivisions (b )( 1) through ( 6) of this section may 
be made directly by the State TreasurerTreasurer, through investment 
companies registered under the Investment Company Act of 1940, 
individual, common, or collective trust funds of banks and trust companies, 
group trusts and limited partnerships, limited liability companies or other 
limited liability investment vehicles that invest primarily in investments 
authorized by subdivisions (1) through (6) of this subsection, or through 
contractual arrangements in which the investment manager has full and 
complete discretion and authority to invest assets specified in such 
arrangements in investments authori zed by subdivisions (b)( 1) through (6) of 
this section, provided for each indirect investment, the investment manager 
has assets under management of at least one hundred million dollars 
($100,000,000). 

II 

27 SECTION 3.(b) G.S. 147-77 reads as rewritten: 
28 "§ 147-77. Daily deposit of funds to credit of Treasurer. 
29 All funds belonging to the State of North Carolina, in the hands of any head of any 
30 department of the State which collects revenue for the State in any form whatsoever, and every 
31 institution, agency, officer, employee, or representative of the State or any agency, department, 
32 division or commission thereof, except officers and the clerks of the Supreme Court and Court 
33 of Appeals, collecting or receiving any funds or money belonging to the State of North 
34 Carolina, shall daily deposit the same in some bank, or trust company, selected or designated 
35 by the State Treasurer, in the name of the State Treasurer, at noon, or as near thereto as may be, 
36 and shall report the same daily to said Treasurer: Provided that the Treasurer. The State 
37 Treasurer may authorize exemptions from the provisions of this section so long as funds are 
38 deposited and reported pursuant to the provisions of this section at least once a week and, in 
39 addition, so long as funds are deposited and reported pursuant to the provisions of this section 
40 whenever as much as two hundred fifty dollars ($250.00)five thousand dollars ($5,000) has 
41 been collected and received: Provided, that the received . Each State agency that has custody of 
42 funds less than five thousand dollars ($5,000) shall provide adequate safekeeping of such 
43 funds . The Treasurer may refund the amount of any bad checks which have been returned to 
44 the department by the Treasurer when the same have not been collected after 30 days' trial." 
45 SECTION 4. G.S. 135-1 (20) reads as rewritten: 
46 "(20) "Retirement" under this ChapterChapter, except as otherwise provided, 
4 7 means the commencement of monthly retirement benefits along with 
48 termination of employment and the complete separation from active service 
49 with no intent or agreement, express or implied, to return to service. A 
50 retirement allowance under the provisions of this Chapter may only be 
51 granted upon retirement of a member. In order for a member's retirement to 
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become effective in any month, the member must perform no work for an 
employer, including part-time, temporary, substitute, or contractor work, at 
any time during the six months immediately following the effective date of 
retirement. For purposes of thi s subdivision, working as a member of a 
school board, board of trustees of a community college, board of trustees of 
any constituent institution of The University of North Carolina, as an unpaid 
bona fide volunteer in a local school administrative unit, or as an unpaid 
bona fide volunteer guardian ad !item in the guardian ad !item program shall 
not be considered service .service or work, and volunteering in positions 
normally designated as unpaid bona fide volunteer positions during the six 
months immediately following the effective date of retirement shall not be 
considered service. A member who is a full-time faculty member of The 
University of North Carolina may effect a retirement allowance under this 
Chapter, notwithstanding the six-month requirement above, provided the 
member immediately enters the University's Phased Retirement Program for 
Tenured Faculty as that program existed on May 25 , 2011 ." 

SECTION 5.(a) G.S. l 35-8(t) is amended by adding a new subdivision to read : 
"ill In conjunction with the employee and employer contributions required under 

this section, the Board of Trustees shall direct employers to submit such 
information on a monthly basis as is necessary for proper administration of 
the Retirement System, actuarial valuation, and reporting under accounting 
standards set forth by the Governmental Accounting Standards Board of the 
Financial Accounting Foundation. Submission of such information by an 
employer to the Retirement System constitutes a certification of its 
accuracy." 

SECTION 5.(b) G.S. 128-30(g) is amended by adding a new subdivision to read : 
"ill In conjunction with the employee and employer contributions required under 

this section, the Board of Trustees shall direct employers to submit such 
information on a monthly basis as is necessary for proper administration of 
the Retirement System, actuarial valuation, and reporting under accounting 
standards set forth by the Governmental Accounting Standards Board of the 
Financial Accounting Foundation. Submission of such information by an 
employer to the Retirement System constitutes a certification of its 
accuracy." 

SECTION 6.(a) G.S. 135-8(f)(3) reads as rewritten: 
"(3) In the event the employee or employer contributions required under this 

section are not received by the date set by the Board of Trustees, the Board 
shall assess the employer with a penalty, in lieu of interest, of 1% per month 
with a minimum penalty of twenty-five dollars ($25 .00). The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with 
the set deadline . If within 90 days after request therefor by the Board any 
employer shall not have provided the System with the records and other 
information required hereunder or if the full accrued amount of the 
contributions provided for under this section due from members employed 
by an employer or from an employer other than the State shall not have been 
received by the System from the chief fiscal officer of such employer within 
30 days after the last due date as herein provided, then, notwithstanding 
anything herein or in the provisions of any other law to the contrary, upon 
notification by the Board to the State Treasurer as to the default of such 
employer as herein prov ided, any distributions which might otherwise be 
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made to such employer from any funds of the State shall be withheld from 
such employer until notice from the Board to the State Treasurer that such 
employer is no longer in default. 

In the event that an employer fails to submit payment of any required 
contributions or payments to the Retirement Systems Division, other than 
the one percent (I %) payment provided for in the first paragraph of this 
subdivision, within 90 days after the date set by the Board of Trustees, the 
Board shall notify the State Treasurer of its intent to collect the delinquent 
contributions and other payments due to the Retirement Systems Division 
and request an interception of State appropriations due to the participating 
employer. Upon such notification by the Board of Trustees to the State 
Treasurer and the Office of State Budget and Management as to the default 
of the employer, the Office of State Budget and Management shall withhold 
from any State appropriation due to that employer an amount equal to the 
sum of all delinquent contributions and other debts due to the Retirement 
Systems Division and shall transmit that amount to the Retirement Systems 
Division." 

SECTION 6.(b) G.S. I 28-30(g)(3) reads as rewritten : 
"(3) In the event the employee or employer contributions required under this 

section are not received by the date set by the Board of Trustees, the Board 
shall assess the employer with a penalty, in I ieu of interest, of I% per month 
with a minimum penalty of twenty-five dollars ($25 .00) . The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with 
the set deadline . If within 90 days after request therefor by the Board any 
employer shall not have provided the System with the records and other 
information required hereunder or if the full accrued amount of the 
contributions provided for under this section due from members employed 
by an employer or from an employer shall not have been received by the 
System from the chief fi scal officer of such employer within 30 days after 
the last due date as herein provided, then, notwithstanding anything herein or 
in the provisions of any other law to the contrary, upon notification by the 
Board to the State Treasurer as to the default of such employer as herein 
provided, any distributions which might otherwise be made to such 
employer, or the municipality or county of which such employer is an 
integral part, from any funds of the State or any funds collected by the State 
shall be withheld from such employer until notice from the Board to the 
State Treasurer that such employer is no longer in default. 
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In the event that an employer fails to submit payment of any required 
contributions or payments to the Retirement Systems Division, other than 
the one percent (I %) payment provided for in the first paragraph of this 
subdivision, within 90 days after the date set by the Board of Trustees, the 
Board shall notify the State Treasurer of its intent to collect the delinquent 
contributions and other payments due to the Retirement Systems Division 
and request an interception of State appropriations due to the participating 
employer. Upon such notification by the Board of Trustees to the State 
Treasurer and the Office of State Budget and Management as to the default 
of the employer, the Office of State Budget and Management shall withhold 
from any State appropriation due to that employer an amount equal to the 
sum of all delinquent contributions and other debts due to the Retirement 
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I Systems Division and shall transmit that amount to the Retirement Systems 
2 Division ." 
3 SECTION 6.(c) G.S. I l5C-438 reads as rewritten: 
4 "§ l l SC-438. Provision for disbursement of State money. 
5 The deposit of money in the State treasury to the credit of local school administrative units 
6 shall be made in monthly installments, and additionally as necessary, at such time and in such a 
7 manner as may be most convenient for the operation of the public school system. Before an 
8 installment is credited, the school finance officer shall certify to the State Board of Education 
9 the expenditures to be made by the local school administrative unit from the State Public 

IO School Fund during the month . This certification shall be filed on or before the fifth day 
11 following the end of the month preceding the period in which the expenditures will be made. 
12 The State Board of Education shall determine whether the moneys requisitioned are due the 
13 local school administrative unit, and upon determining the amount due, shall cause the requisite 
14 amount to be credited to the local school administrative unit. Upon receiving notice from the 
15 State Treasurer of the amount placed to the credit of the local school administrative unit, the 
16 finance officer may issue State warrants up to the amount so certified. 
17 Upon notification by the Board of Trustees of the Teachers' and State Employees' 
18 Retirement System to the State Treasurer and the Office of State Budget and Management as to 
19 the default of the local school administrative unit, the State Board of Education shall withhold 
20 from any State appropriation due to the local school administrative unit an amount equal to the 
21 sum of all delinquent contributions and payments due to the Retirement Systems Division and 
22 shall transmit that amount to the Retirement Systems Division . 
23 The State Board of Education may withhold money for payment of salaries for 
24 administrative officers of local school administrative units if any report required to be filed 
25 with State school authorities is more than 30 days overdue. The State Board of Education shall 
26 withhold money for payment of salaries for the superintendent, finance officer, and all other 
27 administrative officers charged with providing payroll information pursuant to 
28 G .S. l 15C-12(18), if the local school administrative unit fails to provide the payroll 
29 information to the State Board in a timely fashion and substantially in accordance with the 
30 standards set by the State Board. The State Board of Education shall also withhold money used 
31 for payment of salaries for the superintendent, transportation director, and all other 
32 administrative officers or employees charged by the local board of education or the local 
33 superintendent with implementing the Transportation Information Management System, 
34 pursuant to G.S . l l5C-240(d), if the State Board finds that a local school administrative unit is 
35 not progressing in good faith and is not using its best efforts to implement the Transportation 
36 Information Management System . 
37 Money in the State Public School Fund and State bond moneys shall be released only on 
38 warrants drawn on the State Treasurer, signed by such local official as may be required by the 
39 State Board of Education." 
40 SECTION 7. G.S. l 50B-2 l .3A is amended by adding a new subsection to read: 
41 "~ Rules to Protect Inchoate or Accrued Rights of Retirement Systems Members . -
42 Rules deemed by the Boards of Trustees established under G.S. 128-28 and G .S. 135-6 to 
43 protect inchoate or accrued rights of members of the Retirement Systems administered by the 
44 State Treasurer shall not expire as provided by this section. The Commission shall report 
45 annually to the Committee on any rules that do not expire pursuant to this subsection." 
46 SECTION 8. G.S. 128-2 l is amended by adding three new subdivisions to read: 
47 "!...illfil "Regularly employed" shall mean employment in a position for which the 
48 duties require not less than 1,000 hours of work in a calendar year, provided 
49 that the term shall not include any individuals whose employment is 
50 considered "temporary employment" as defined in subdivision (10b) of this 
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section or "statutorily-required interim employment" as defined in 
subdivision (IOc) of this section. 

(.lQ!il "Temporary employment" shall mean employment for a limited term, in no 
case to exceed 12 consecutive months on a nonrecurring basis, for an 
employer as defined in subdivision (11) of this section. 

LlQf) "Statutorily-required interim employment" shall mean individuals whose 
employment for an employer as defined in subdivision ( 11) of this section 
occurs as a result of the individual's designation by the city council as an 
interim city manager, as provided in G.S. 160A-150 for a period not to 
exceed 12 months on a nonrecurring basis, or as a result of the individual's 
designation by the board of commissioners as an interim county manager, as 
provided in G.S. I 53A-84 for a period not to exceed 12 months on a 
nonrecurring basis." 

SECTION 9.(a) G.S. 135-91(c) reads as rewritten: 
"(c) The Department of State Treasurer and the Board of Trustees shall have full power 

and authority to adopt rules and regulations for the administration of the Plan, provided they are 
not inconsistent with the provisions of this Article. The Department of State Treasurer and 
Board of Trustees may appoint those agents, contractors, employees and committees as they 
deem advisable to carry out the terms and conditions of the Plan. In order to promote 
achievement of long-term investment objectives and to retain key public employees with 
investment functions, the Board of Trustees shall authorize the State Treasurer to establish 
market-oriented compensation plans, including salaries and performance-related bonuses, for 
employees possessing specialized skills or knowledge necessary for the proper administration 
of the Plan, who shall be exempt from the classification and compensation rules established by 
the Office of State Human Resources. The design and administration of those compensation 
plans shall be based on compensation studies conducted by a nationally recognized firm 
specializing in public fund investment compensation. The compensation and other associated 
employee benefits shall be apportioned directly from the Plan." 

SECTION 9.(b) G.S . 126-5 is amended by adding a new subsection to read: 
"(£11). Except as to G.S. 126-13, 126-14, 126-14.1, and the provisions of Articles 6, 7, 14, 

15, and 16 of this Chapter, the provisions of this Chapter shall not apply to employees of the 
Department of State Treasurer possessing specialized skills or knowledge necessary for the 
proper administration of the Supplemental Retirement Plans and compensated pursuant to 
G .S. 135-9I(c)." 

SECTION 10.(a) G.S. 135-5 is amended by adding a new subsection to read : 
"(m4) A member who has contributions in this System and is not eligible for a retirement 

benefit as set forth in G .S. 135-5(a) shall be paid his contributions in a lump sum as provided in 
G.S. I 35-5(f) by April I of the calendar year following the later of the calendar year in which 
the member (i) attains 70 and one-half years of age or (ii) has ceased to be a teacher or State 
employee except by death. If such member fails, following reasonable notification, to complete 
a refund application by such required date, the requirement that a refund application be 
completed shall be waived and the refund shall be paid without a refund application as a single 
lump-sum payment with applicable required North Carolina and federal income taxes withheld. 
For purposes of this subsection, a member shall not be considered to have ceased to be a 
teacher or State employee if the member is actively contributing to the Consolidated Judicial 
Retirement System, Local Governmental Employees' Retirement System, or Legislative 
Retirement System. A lump-sum refund shall not be paid under this subsection if the member is 
actively contributing to the Consolidated Judicial Retirement System, Local Governmental 
Employees' Retirement System, or Legislative Retirement System . 

A member who has contributions in this System and is eligible for a retirement benefit as 
set forth in G.S. 135-5(a) shall begin to receive a monthly benefit no later than April 1 of the 
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calendar year following the later of the calendar year in which the member (i) attains 70 and 
2 one-half years of age or (ii) has ceased to be a teacher or State employee except by death. If 
3 such member fails, following reasonable notification, to complete the retirement process as set 
4 forth under Chapter 135 of the General Statutes by such required beginning date, the 
5 requirement that a retirement application and an election of payment plan form be completed 
6 shall be waived and the retirement allowance shall be paid as a single life annuity. The single 
7 life annuity shall be calculated and processed in accordance with G .S. 135-5. For purposes of 
8 this subsection, a member shall not be considered to have ceased to be a teacher or State 
9 employee if the member is actively contributing to the Consolidated Judicial Retirement 

IO System, Local Governmental Employees' Retirement System, or Legislative Retirement 
11 System. A retirement benefit shall not be paid under this subsection if the member is actively 
12 contributing to the Consolidated Judicial Retirement System, Local Governmental Employees' 
13 Retirement System, or Legislative Retirement System." 
14 SECTION 10.(b) G.S. 128-27 is amended by adding a new subsection to read: 
15 "(m3) A member who has contributions in this System and is not eligible for a retirement 
16 benefit as set forth in G.S. 128-27(b2l) shall be paid his contributions in a lump sum as 
17 provided in G .S. 128-27(f) by April I of the calendar year following the later of the calendar 
18 year in which the member (i) attains 70 and one-half years of age or (ii) has ceased to be an 
19 employee except by death. If such member fails, following reasonable notification, to complete 
20 a refund application by such required date, the requirement that a refund application be 
21 completed shall be waived and the refund shal I be paid without a refund application as a single 
22 lump-sum payment with applicable required North Carolina and federal income taxes withheld . 
23 For purposes of this subsection, a member shall not be considered to have ceased to be an 
24 employee if the member is actively contributing to the Teachers' and State Employees' 
25 Retirement System, Consolidated Judicial Retirement System, or Legislative Retirement 
26 System. A lump-sum refund shall not be paid under this subsection if the member is actively 
27 contributing to the Teachers' and State Employees' Retirement System, Consolidated Judicial 
28 Retirement System, or Legislative Retirement System. 
29 A member who has contributions in this System and is eligible for a retirement benefit as 
30 set forth in G.S. 128-27(21) shall begin to receive a monthly benefit no later than April 1 of the 
31 calendar year following the later of the calendar year in which the member (i) attains 70 and 
32 one-half years of age or (ii) has ceased to be an employee except by death. If such member 
33 fails, following reasonable notification, to complete the retirement process as set forth under 
34 Chapter 128 of the General Statutes by such required beginning date, the requirement that a 
35 retirement application and an election of payment plan form be completed shall be waived and 
36 the retirement allowance shall be paid as a single life annuity The single life annuity shall be 
37 calculated and processed in accordance with G .S. l28-27(b21). For purposes of this subsection, 
38 a member shall not be considered to have ceased to be an employee if the member is actively 
39 contributing to the Teachers' and State Employees' Retirement System, Consolidated Judicial 
40 Retirement System, or Legislative Retirement System. A retirement benefit shall not be paid 
41 under this subsection if the member is actively contributing to the Teachers' and State 
42 Employees' Retirement System, Consolidated Judicial Retirement System, or Legislative 
43 Retirement System." 
44 SECTION 10.(c) G.S. 135-74 is amended by adding a new subsection to read : 
45 "(fl) A member who has contributions in this System and is not eligible for a retirement 
46 benefit as set forth in G .S. 135-58(a6) shall be paid his contributions in a lump sum as provided 
47 in G.S. 135-62 by April I of the calendar year following the later of the calendar year in which 
48 the member ( i) attains 70 and one-half years of age or (ii) has ceased to be a judge, district 
49 attorney, public defender, the Director of Indigent Defense Services, or clerk of superior court 
50 as provided in G.S. 135-53, except by death . If such member fails, following reasonable 
51 notification, to complete a refund application by such required date, the requirement that a 
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1 refund application be completed shall be waived and the refund shall be paid without a refund 
2 application as a single lump-sum payment with applicable required North Carolina and federal 
3 income taxes withheld . For purposes of this subsection, a member shall not be considered to 
4 have ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
5 Services, or clerk of superior court as provided in G.S. 135-53 if the member is actively 
6 contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
7 Employees' Retirement System, or Consolidated Judicial Retirement System. A lump-sum 
8 refund shall not be paid under this subsection if the member is actively contributing to the 
9 Teachers' and State Employees' Retirement System, Local Governmental Employees' 

10 Retirement System, or Consolidated Judicial Retirement System. 
11 A member who has contributions in this System and is eligible for a retirement benefit as 
12 set forth in G.S. 120-4.21 shall begin to receive a monthly benefit no later than April I of the 
13 calendar year following the later of the calendar year in which the member (i) attains 70 and 
14 one-half years of age or (ii) has ceased to be a judge, district attorney, public defender, the 
15 Director of Indigent Defense Services, or clerk of superior court as provided in G.S. 135-53, 
16 except by death. If such member fails, following reasonable notification, to complete the 
17 retirement process as set forth under Chapter 120 of the General Statutes by such required 
18 beginning date, the requirement that a retirement application and an election of payment plan 
19 form be completed shall be waived and the retirement allowance shall be paid as a single life 
20 annuity. The single life annuity shall be calculated and processed in accordance with 
21 G.S. 120-4.21. For purposes of this subsection, a member shall not be considered to have 
22 ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
23 Services, or clerk of superior court as provided in G.S. 135-53 if the member is actively 
24 contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
25 Employees' Retirement System, or Consolidated Judicial Retirement System. A retirement 
26 benefit shall not be paid under this subsection if the member is actively contributing to the 
27 Teachers' and State Employees' Retirement System, Local Governmental Employees' 
28 Retirement System, or Consolidated Judicial Retirement System ." 
29 SECTION 10.(d) G.S. 120-4.31 is amended by adding a new subsection to read: 
30 "(ill A member who has contributions in this System and is not eligible for a retirement 
31 benefit as set forth in G.S. 120-4.21 shall be paid his contributions in a lump sum as provided 
32 in G.S. 120-4.25 by April 1 of the calendar year following the later of the calendar year in 
33 which the member (i) attains 70 and one-half years of age or (ii) has ceased to be a member of 
34 the General Assembly, except by death. If such member fails, following reasonable 
35 notification, to complete a refund application by such required date, the requirement that a 
36 refund application be completed shall be waived and the refund shall be paid without a refund 
37 application as a single lump-sum payment with applicable required North Carolina and federal 
38 income taxes withheld . For purposes of this subsection, a member shall not be considered to 
39 have ceased to be a member of the General Assembly if the member is actively contributing to 
40 the Teachers' and State Employees' Retirement System, Local Governmental Employees' 
41 Retirement System, or Consolidated Judicial Retirement System. A lump-sum refund shall not 
42 be paid under this subsection if the member is actively contributing to the Teachers' and State 
43 Employees' Retirement System, Local Governmental Employees' Retirement System, or 
44 Consolidated Judicial Retirement System. 
45 A member who has contributions in thi s System and is eligible for a retirement benefit as 
46 set forth in G.S. 120-4.21 shall begin to receive a monthly benefit no later than April 1 of the 
47 calendar year following the later of the calendar year in which the member (i) attains 70 and 
48 one-half years of age or (ii) has ceased to be a member of the General Assembly, except by 
49 death . If such member fails, following reasonable notification, to complete the retirement 
50 process as set forth under Chapter 120 of the General Statutes by such required beginning date, 
51 the requirement that a retirement application and an election of payment plan form be 
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completed shall be waived and the retirement allowance shall be paid as a single life annuity. 
The single life annuity shall be calculated and processed in accordance with G .S. 120-4.21. For 
purposes of this subsection, a member shall not be considered to have ceased to be a member of 
the General Assembly if the member is actively contributing to the Teachers' and State 
Employees' Retirement System, Local Governmental Employees' Retirement System, or 
Consolidated Judicial Retirement System . A retirement benefit shall not be paid under this 
subsection if the member is actively contributing to the Teachers' and State Employees' 
Retirement System, Local Governmental Employees' Retirement System, or Consolidated 
Judicial Retirement System . 11 

SECTION 11.(a) G.S. 135-3(8) is amended by adding a new sub-subdivision to 
read: 

read: 

Page 10 

llf Should a beneficiary who retired on an early or service retirement 
allowance under this Chapter be reemployed by, or otherwise 
engaged to perform services for, an employer participating in the 
Retirement System on a part-time, temporary, interim, or on a fee for 
service basis, whether contractual or otherwise at any time during the 
six months immediately following the effective date of retirement, 
then the option of the two listed below that has the lesser financial 
impact on the member, as determined by the Retirement System, 
shall be applied: 
L. The member's retirement shall be deemed effective the month 

after the last month the member performed services for a 
participating employer, and the member shall repay all 
retirement benefits paid up to the deemed effective date, 
provided the member thereafter has satisfied the six-month 
separation required by G.S . 135-1(20). 

2 . The member shall make a lump-sum payment to the 
Retirement System equal to three times the amount of 
compensation earned during the six months immediately 
following the effective date of retirement. 11 

SECTION 11.(b) G.S. 128-24(5) is amended by adding a new sub-subdivision to 

11
~ Should a beneficiary who retired on an early or service retirement 

allowance under this Chapter be reemployed by, or otherwise 
engaged to perform services for, an employer participating in the 
Retirement System on a part-time, temporary, interim, or on a fee for 
service basis, whether contractual or otherwise at any time during the 
six months immediately following the effective date of retirement, 
then the option of the two listed below that has the lesser financial 
impact on the member, as determined by the Retirement System, 
shall be applied: 
L. The member's retirement shall be deemed effective the month 

after the last month the member performed services for a 
participating employer, and the member shall repay all 
retirement benefits paid up to the deemed effective date, 
provided the member thereafter has satisfied the six-month 

2. 
separation required byG.S. 128-21(19). 
The member shall make a lump-sum payment to the 
Retirement System equal to three times the amount of 
compensation earned during the month immediately 
following the effective date of retirement. 11 
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SECTION 12. This act becomes effective October 1, 2015 . 
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SUMMARY: The Proposed Committee Substitute for House Bill 277 makes various changes to the 
laws governing the administration of the State's public employee retirement systems. 

BILL ANALYSIS: 

Section 1. Makes changes to the appointment and terms of members of the Supplemental Retirement 
Board of Trustees. The bill would terminate the terms of all present members of the board effective June 
30, 2016. New appointments would be made to insure that the terms were staggered to maintain 
continuity on the board. The length of each term is extended from two to three years. This provision also 
sets limits on the number of consecutive terms a member can serve. 

Section 2. Authorizes the Department of State Treasurer to operate or contract to operate food or 
vending services at the Treasurer's office. The net proceeds of any revenue generated by these services 
would be credited to the Division of Services for the Blind of the Department of Health and Human 
Services. 

Section 3. Clarifies that investments that the State Treasurer is allowed to make for excess funds from 
the special funds listed in the statute may also be made through registered investment companies, 
individual, common, or collective trust funds of banks and trust companies, group trusts and limited 
partnerships, limited liability companies or other limited liability investment vehicles that invest 
primarily in investments authorized in the statute . 

The section also increases the amount the State Treasurer may authorize a State agency to exempt from 
the requirement of daily deposit into the banking system from $250 to $5,000. 

Section 4. Amends the definition of the term "Retirement" in the Teachers' and State Employees' 
Retirement System to clarify that volunteering in positions normally designated as unpaid bona fide 
volunteer positions during the six months immediately following retirement is not service. 

Section 5. Authorizes the Boards of Trustees of the Teachers' and State Employees' Retirement System 
and the Local Governmental Employees' Retirement System to direct employers to submit needed 
information on a monthly basis. The provision also states that submission of the information by the 
employer constitutes a certification of its accuracy . 

0. Walker Reagan 
Director 

Research Division 
(919) 733-2578 
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Section 6. Amends the laws governing payments due from employers under the Teachers' and State 
Employees' Retirement System, the Local Governmental Employees' Retirement System and payments 
due from local school administrative units to provide that if the employer fails to submit required 
payments within 90 days, the Board can collect delinquent payments by interception of State 
appropriations due the employer. Upon notification from the Board of Trustees of the default, the Office 
of State Budget and Management must withhold an amount equal to the amount due to the Retirement 
System from any State appropriations due to the employer and transmit the amount to the Retirement 
System. 

Section 7. Amends the Administrative Procedure Act to create an exception under the periodic review 
and expiration existing rules process . Currently if an agency fails to review and readopt an existing rule 
as required by law, the rule will automatically expire . This section creates an exception for rules deemed 
by the Board of Trustees of the Retirement Systems to protect inchoate or accrued rights of retirement 
system members. This provision does not relieve the Retirement System Division of the duty to review 
and readopt its rules. 

Section 8. Adds three new definitions to the law governing the Local Governmental Employees' 
Retirement System. The provision defines "regularly employed" as employment in a position for which 
the duties require at least 1000 hours of work in a calendar year, but does not include temporary or 
statutorily required interim employees. "Temporary employment is defined as employment for a limited 
term which does not exceed 12 months on a non-recurring basis . "Statutorily-required interim 
employment" means employment as an interim city or county manager for a period that does not exceed 
12 months on a nonrecurring basis. 

Section 9. Creates an exemption from the State Human Resources Act for employees of the Department 
of State Treasurer who possess specialized skills or knowledge necessary for the proper administration 
of the Supplemental Retirement Plans. The State Treasurer is authorized to establish market-oriented 
compensation plans, including salaries and performance related bonuses for these employees. 

Section 10. Amends the laws of the Teachers' and State Employees' Retirement System, the Local 
Governmental Employees' Retirement System, the Consolidated Judicial Retirement System, and the 
Legislative Retirement System to require that a member's contributions must be paid or retirement 
benefit must begin by April 1 of the year following the year in which the member reaches age 70 1/2 or 
ceases to be an employee, whichever is later. This is an IRS-mandated provision. 

Section 11. Lessens the financial penalty for a retiree who returns to work during the six months 
immediately following retirement. The member can either be deemed to have retired the month after the 
month the member performed services for the employer and repay all retirement benefits received until 
that date or make a lump sum payment to the Retirement System equal to three times the compensation 
earned during the six month period. 

EFFECTIVE DA TE: This act becomes effective October 1, 2015 . 
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1 A BILL TO BE ENTITLED 
2 AN ACT TO ENACT THE RETIREMENT ADMTNTSTRA TTVE CHANGES ACT OF 2015 . 
3 The General Assembly of North Carolina enacts: 
4 SECTION l.(a) The terms of office of the present members of the Supplemental 
5 Retirement Board of Trustees shall expire on June 30, 2016. Effective for terms to begin on 
6 July 1, 2016, the members of the Board shall be appointed as provided in G.S. 135-96, as 
7 amended by this act. 
8 SECTION 1.(b) G.S. 135-96 reads as rewritten: 
9 "§ 135-96. Supplemental Retirement Board of Trustees. 

10 (a) The Supplemental Retirement Board of Trustees is established to administer the 
I I Supplemental Retirement Income Plan established under the provisions of this Article and the 
12 North Carolina Public Employee Deferred Compensation Plan established under 
13 G.S. 143B-426.24, and the North Carolina Public School Teachers' and Professional Educators' 
14 Investment Plan established under G.S. I I 5C-341.2. 
15 (b) The Board consists of nine voting members, as follows : 
16 (I) Six persons appointed by the Governor who have experience in finance and 
17 investments, one of whom shall be a State employee, and one of whom shall 
18 be a retired State or local governmental employee; 
19 (2) One person appointed by the General Assembly upon the recommendation 
20 of the Speaker of the House of Representatives; 
21 (3) One person appointed by the General Assembly upon the recommendation 
22 of the President Pro Tern pore of the Senate; and 
23 (4) The State Treasurer, ex officio, who shall be the Chair. 
24 ( c) The initial appointments by the General Assembly and two of the Governor's initial 
25 appointments shall be for one year terms. The remainder of the initial appointments shall be for 
26 two year terms. At the el(piration of these initial terms, appointments shall be for two years and 
27 shall be made by the appointing authorities designated in subsection (b) of this section. 
28 Effective July 1, 2016 : 
29 ill The appointments made by the General Assembly pursuant to subdivisions 
30 (2) and (3) of subsection (b) of this section shall be for initial terms of three 
31 years, to expire June 30, 2019. 
32 ill Three of the appointments made by the Governor pursuant to subdivision (I) 
33 of subsection (b) of this section shall be for initial terms of one year, to 
34 expire June 30, 2017. 

I I 
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1 ill Three of the appointments made by the Governor pursuant to subdivision (l) 
2 of subsection (b) of this section shall be for initial terms of two years, to 
3 expire June 30, 2018 . 
4 Upon the expiration of these initial terms, appointments for all members shall be for terms 
5 of three years beginning on the day following the expiration date of the previous member's 
6 term . 
7 (£1} A member shall continue to serve until the member's successor is duly appointed, 
8 but a holdover under this provision does not affect the expiration date of the succeeding term. 
9 No member of the Board may serve more than threelonger than any of the following : 

IO ill Two consecutive tv,'O yearthree-year terms. 
11 ill Three consecutive terms of any length, in the event that one or more of the 
12 terms is for fewer than three years in duration or the member serves a partial 
13 term as result of filling a vacancy. 
14 ill Eight consecutive years, regardless of term lengths. 
15 (d) Other than ex officio members, members appointed by the Governor shall serve at 
16 the Governor's pleasure . An ex officio member may designate in writing, filed with the Board, 
17 any employee of the member's department to act at any meeting of the Board from which the 
18 member is absent, to the same extent that the member could act if present in person at such 
19 meeting. 
20 ( e) The Board may retain the services of independent appraisers, auditors, actuaries, 
21 attorneys, investment counseling firms, statisticians, custodians, or other persons or firms 
22 possessing specialized skills or knowledge necessary for the proper administration of 
23 investment programs that the Board administers pursuant to this section." 
24 SECTION 2. Article 3 of Chapter 111 of the General Statutes is amended by 
25 adding a new section to read: 
26 "§ 111-47.3 Food service at Department of State Treasurer. 
27 Notwithstanding any other provision of this Article, the Department of State Treasurer may 
28 operate or contract for the operation of food or vending services at Department of State 
29 Treasurer offices. The net proceeds of revenue generated by food and vending services that are 
30 provided at the Department of State Treasurer by the agency or a vendor with whom the agency 
31 has contracted shall be credited to the Division of Services for the Blind of Department of 
32 Health and Human Services for the purposes specified in G.S. 111-43 ." 
33 SECTION 3.(a) G.S 147-69.2(b) reads as rewritten : 
34 "(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated 
35 in subsection (a) of this section in excess of the amount required to meet the current needs and 
36 demands on such funds . The State Treasurer may invest the funds as provided in this 
37 subsection. If an investment was authorized by this subsection at the time the investment was 
38 made or contractually committed to be made, then that investment shall continue to be 
39 authorized by this subsection, and none of the percentage or other limitation on investments set 
40 forth in this subsection shall be construed to require the State Treasurer to subsequently dispose 
41 of the investment or fail to honor any contractual commitments as a result of changes in market 
42 values, ratings, or other investment qualifications. For purposes of computing market values on 
43 which percentage limitations on investments in this subsection are based, all investments shall 
44 be valued as of the last date of the most recent fiscal quarter. 
45 (I) InvestmentsauthorizedbyG.S. 147-69.l(c)(l)-(7). 
46 (2) General obligations of other states of the United States. 
47 (3) General obligations of cities, counties and special districts in North Carolina. 
48 (4) Obligations of any company, other organization or legal entity incorporated 
49 or otherwise created or located within or outside the United States, including 
50 obligations that are convertible into equity securities, if the obligations bear 
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II 

one of the four highest ratings of at least one nationally recognized rating 
service when acquired . 

(5) Repealed by Session Laws 2001-444, s. 2, effective October 1, 2001. 
(6) Asset-backed securities (whether considered debt or equity) provided they 

bear ratings by nationally recognized rating services as provided in 
G.S. 147-69.2(b)(4). 

(6a) In addition to the limitations and requirements with respect to the 
investments of the Retirement Systems set forth in this subsection, the State 
Treasurer shall select investments of the assets of the Retirement Systems 
such that investments made pursuant to subdivisions (b )(I) through ( 6) of 
this section shall at all times equal or exceed twenty percent (20%) of the 
market value of all invested assets of the Retirement Systems. 

( 6b) Investments pursuant to subdivisions (b )( 1) through ( 6) of this section may 
be made directly by the State TreasurerTreasurer, through investment 
companies registered under the Investment Company Act of 1940, 
individual, common, or collective trust funds of banks and trust companies, 
group trusts and limited partnerships, limited liability companies or other 
limited liability investment vehicles that invest primarily in investments 
authorized by subdivisions (1) through ( 6) of this subsection, or through 
contractual arrangements in which the investment manager has full and 
complete discretion and authority to invest assets specified in such 
arrangements in investments authorized by subdivisions (b)(I) through (6) of 
this section, provided for each indirect investment, the investment manager 
has assets under management of at least one hundred million dollars 
($100,000,000). 

27 SECTION 3.(b) G.S. 147-77 reads as rewritten : 
28 "§ 147-77. Daily deposit of funds to credit of Treasurer. 
29 All funds belonging to the State of North Carolina, in the hands of any head of any 
30 department of the State which collects revenue for the State in any form whatsoever, and every 
31 institution, agency, officer, employee, or representative of the State or any agency, department, 
32 division or commission thereof, except officers and the clerks of the Supreme Court and Court 
33 of Appeals, collecting or receiving any funds or money belonging to the State of North 
34 Carolina, shall daily deposit the same in some bank, or trust company, selected or designated 
35 by the State Treasurer, in the name of the State Treasurer, at noon, or as near thereto as may be, 
36 and shall report the same daily to said Treasurer: Provided that theTreasurer. The State 
37 Treasurer may authorize exemptions from the provisions of this section so long as funds are 
38 deposited and reported pursuant to the provisions of this section at least once a week and, in 
39 addition, so long as funds are deposited and reported pursuant to the provisions of this section 
40 whenever as much as tv,o hundred fifty dollars ($250.00)five thousand dollars ($5,000) has 
41 been collected and received: Provided, that the received. Each State agency that has custody of 
42 funds less than five thousand dollars ($5,000) shall provide adequate safekeeping of such 
43 funds . The Treasurer may refund the amount of any bad checks which have been returned to 
44 the department by the Treasurer when the same have not been collected after 30 days' trial." 
45 SECTION 4. G .S. 135-1 (20) reads as rewritten : 
46 "(20) "Retirement" under this ChapterChapter, except as otherwise provided, 
4 7 means the commencement of monthly retirement benefits along with 
48 termination of employment and the complete separation from active service 
49 with no intent or agreement, express or implied, to return to service. A 
50 retirement allowance under the provisions of this Chapter may only be 
51 granted upon retirement of a member. In order for a member's retirement to 
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become effective in any month, the member must perform no work for an 
employer, including part-time, temporary, substitute, or contractor work, at 
any time during the six months immediately following the effective date of 
retirement. For purposes of this subdivision, working as a member of a 
school board, board of trustees of a community college, board of trustees of 
any constituent institution of The University of North Carolina, as an unpaid 
bona fide volunteer in a local school administrative unit, or as an unpaid 
bona fide volunteer guardian ad !item in the guardian ad !item program shall 
not be considered service.service or work, and volunteering in positions 
normally designated as unpaid bona fide volunteer positions during the six 
months immediately following the effective date of retirement shall not be 
considered service. A member who is a full-time faculty member of The 
University of North Carolina may effect a retirement allowance under this 
Chapter, notwithstanding the six-month requirement above, provided the 
member immediately enters the University's Phased Retirement Program for 
Tenured Faculty as that program existed on May 25, 2011 ." 

SECTION 5.(a) G.S. 135-8(f) is amended by adding a new subdivision to read : 
"ill In conjunction with the employee and employer contributions required under 

this section, the Board of Trustees shall direct employers to submit such 
information on a monthly basis as is necessary for proper administration of 
the Retirement System, actuarial valuation, and reporting under accounting 
standards set forth by the Governmental Accounting Standards Board of the 
Financial Accounting Foundation. Submission of such information by an 
employer to the Retirement System constitutes a certification of its 
accuracy." 

SECTION 5.(b) G.S. I 28-30(g) is amended by adding a new subdivision to read: 
"ill In conjunction with the employee and employer contributions required under 

this section, the Board of Trustees shall direct employers to submit such 
information on a monthly basis as is necessary for proper administration of 
the Retirement System, actuarial valuation, and reporting under accounting 
standards set forth by the Governmental Accounting Standards Board of the 
Financial Accounting Foundation. Submission of such information by an 
employer to the Retirement System constitutes a certification of its 
accuracy." 

SECTION 6.(a) G.S. I 35-8(f)(3) reads as rewritten: 
"(3) In the event the employee or employer contributions required under this 

section are not received by the date set by the Board of Trustees, the Board 
sh al I assess the employer with a penalty, in I ieu of interest, of I% per month 
with a minimum penalty of twenty-five dollars ($25 .00) . The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with 
the set deadline. If within 90 days after request therefor by the Board any 
employer shall not have provided the System with the records and other 
information required hereunder or if the full accrued amount of the 
contributions provided for under this section due from members employed 
by an employer or from an employer other than the State shall not have been 
received by the System from the chief fiscal officer of such employer within 
30 days after the last due date as herein provided, then, notwithstanding 
anything herein or in the provisions of any other law to the contrary, upon 
notification by the Board to the State Treasurer as to the default of such 
employer as herein provided, any distributions which might otherwise be 
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made to such employer from any funds of the State shall be withheld from 
such employer until notice from the Board to the State Treasurer that such 
employer is no longer in default. 

In the event that an employer fails to submit payment of any required 
contributions or payments to the Retirement Systems Division, other than 
the I% payment provided for in the first paragraph of this subdivision, 
within 90 days after the date set by the Board of Trustees, the Board shall 
notify the State Treasurer of its intent to collect the delinquent contributions 
and other payments due to the Retirement Systems Division and request an 
interception of State appropriations due to the participating employer. Upon 
such notification by the Board of Trustees to the State Treasurer and the 
Office of State Budget and Management as to the default of the employer, 
the Office of State Budget and Management shall withhold from any State 
appropriation due to that employer an amount equal to the sum of all 
delinquent contributions and other debts due to the Retirement Systems 
Division and shall transmit that amount to the Retirement Systems 
Division." 

SECTION 6.(b) G.S. 128-30(g)(3) reads as rewritten: 
"(3) In the event the employee or employer contributions required under this 

section are not received by the date set by the Board of Trustees, the Board 
shall assess the employer with a penalty, in lieu of interest, of 1 % per month 
with a minimum penalty of twenty-five dollars ($25 .00). The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with 
the set dead! ine. If within 90 days after request therefor by the Board any 
employer shall not have provided the System with the records and other 
information required hereunder or if the full accrued amount of the 
contributions provided for under this section due from members employed 
by an employer or from an employer shall not have been received by the 
System from the chief fiscal officer of such employer within 30 days after 
the last due date as herein provided, then, notwithstanding anything herein or 
in the provisions of any other law to the contrary, upon notification by the 
Board to the State Treasurer as to the default of such employer as herein 
provided, any distributions which might otherwise be made to such 
employer, or the municipality or county of which such employer is an 
integral part, from any funds of the State or any funds collected by the State 
shall be withheld from such employer until notice from the Board to the 
State Treasurer that such employer is no longer in default. 
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In the event that an employer fails to submit payment of any required 
contributions or payments to the Retirement Systems Division, other than 
the I% payment provided for in the first paragraph of this subdivision, 
within 90 days after the date set by the Board of Trustees, the Board shall 
notify the State Treasurer of its intent to collect the delinquent contributions 
and other payments due to the Retirement Systems Division and request an 
interception of State appropriations due to the participating employer. Upon 
such notification by the Board of Trustees to the State Treasurer and the 
Office of State Budget and Management as to the default of the employer, 
the Office of State Budget and Management shall withhold from any State 
appropriation due to that employer an amount equal to the sum of all 
delinquent contributions and other debts due to the Retirement Systems 
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1 Division and shall transmit that amount to the Retirement Systems 
2 Division." 
3 SECTION 6.(c) G.S. l lSC-438 reads as rewritten: 
4 "§ J JSC-438. Provision for disbursement of State money. 
5 The deposit of money in the State treasury to the credit of local school administrative units 
6 shall be made in monthly installments, and additionally as necessary, at such time and in such a 
7 manner as may be most convenient for the operation of the public school system. Before an 
8 installment is credited, the school finance officer shall certify to the State Board of Education 
9 the expenditures to be made by the local school administrative unit from the State Public 

IO School Fund during the month. This certification shall be filed on or before the fifth day 
11 following the end of the month preceding the period in which the expenditures will be made . 
12 The State Board of Education shall determine whether the moneys requisitioned are due the 
13 local school administrative unit, and upon determining the amount due, shall cause the requisite 
14 amount to be credited to the local school administrative unit. Upon receiving notice from the 
15 State Treasurer of the amount placed to the credit of the local school administrative unit, the 
16 finance officer may issue State warrants up to the amount so certified. 
17 Upon notification by the Board of Trustees of the Teachers' and State Employees' 
18 Retirement System to the State Treasurer and the Office of State Budget and Management as to 
19 the default of the local school administrative unit, the State Board of Education shall withhold 
20 from any State appropriation due to the local school administrative unit an amount equal to the 
21 sum of all de! inquent contributions and payments due to the Retirement Systems Division and 
22 shall transmit that amount to the Retirement Systems Division. 
23 The State Board of Education may withhold money for payment of salaries for 
24 administrative officers of local school administrative units if any report required to be filed 
25 with State school authorities is more than 30 days overdue. The State Board of Education shall 
26 withhold money for payment of salaries for the superintendent, finance officer, and all other 
27 administrative officers charged with providing payroll information pursuant to 
28 G.S. l l 5C-l 2(18), if the local school administrative unit fails to provide the payroll 
29 information to the State Board in a timely fashion and substantially in accordance with the 
30 standards set by the State Board. The State Board of Education shall also withhold money used 
31 for payment of salaries for the superintendent, transportation director, and all other 
32 administrative officers or employees charged by the local board of education or the local 
33 superintendent with implementing the Transportation Information Management System, 
34 pursuant to G.S. l 15C-240(d), if the State Board finds that a local school administrative unit is 
35 not progressing in good faith and is not using its best efforts to implement the Transportation 
36 Information Management System . 
37 Money in the State Public School Fund and State bond moneys shall be released only on 
38 warrants drawn on the State Treasurer, signed by such local official as may be required by the 
39 State Board of Education." 
40 SECTION 7. G .S.150B-2 l .3A is amended by adding a new subsection to read: 
41 "(tl} Rules to Protect Inchoate or Accrued Rights of Retirement Systems Members . -
42 Rules deemed by the Boards of Trustees established under G.S. 128-28 and G .S. 135-6 to 
43 protect inchoate or accrued rights of members of the Retirement Systems administered by the 
44 State Treasurer shall not expire as provided by this section. The Commission shall report 
45 annually to the Committee on any rules that do not expire pursuant to this subsection." 
46 SECTION 8. G.S . 128-21 is amended by adding two new subdivisions to read: 
47 ".(..l_Qfil "Regularly employed" shall mean employment in a position requiring not 
48 less than 1,000 hours of work in a calendar year, provided that the term shall 
49 not include any individuals whose employment is considered "temporary 
50 employment" as defined in subdivision ( lOb) of this section. 
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1 "{lQ!;u "Temporary employment" shall mean employment for a limited term, 
2 normally not to exceed three to six months and in no case to exceed 12 
3 consecutive months, for an employer as defined in subdivision (11) of this 
4 section. The term shall also include individuals whose employment for an 
5 employer as defined in subdivision ( 11) of this section occurs as a result of 
6 the individual's designation by the city council as an interim city manager, as 
7 provided in G.S. 160A-150, or as a result of the individual's designation by 
8 the board of commissioners as an interim county manager, as provided in 
9 G.S . 153A-84." 

10 SECTION 9.(a) G.S. 135-91(c) reads as rewritten : 
11 "( c) The Department of State Treasurer and the Board of Trustees shall have full power 
12 and authority to adopt rules and regulations for the administration of the Plan, provided they are 
13 not inconsistent with the provisions of this Article . The Department of State Treasurer and 
14 Board of Trustees may appoint those agents, contractors, employees and committees as they 
15 deem advisable to carry out the terms and conditions of the Plan. In order to promote 
16 achievement of long-term investment objectives and to retain key public employees with 
I 7 investment functions, the Board of Trustees shall authorize the State Treasurer to establish 
18 market-oriented compensation plans, including salaries and performance-related bonuses, for 
19 employees possessing specialized skills or knowledge necessary for the proper administration 
20 of the Plan, who shall be exempt from the classification and compensation rules established by 
21 the Office of State Human Resources. The design and administration of those compensation 
22 plans shall be based on compensation studies conducted by a nationally recognized firm 
23 specializing in public fund investment compensation. The compensation and other associated 
24 employee benefits shall be apportioned directly from the Plan." 
25 SECTION 9.(b) G.S. 126-5 is amended by adding a new subsection to read: 
26 "wl} Except as to G.S . 126-13, 126-14, 126-14.1, and the provisions of Articles 6, 7, 14, 
27 15, and 16 of this Chapter, the provisions of this Chapter shall not apply to employees of the 
28 Department of State Treasurer possessing specialized skills or knowledge necessary for the 
29 proper administration of the Supplemental Retirement Plans and compensated pursuant to 
30 G.S . 135-9l(c)." 
31 SECTION 10.(a) G.S . 135-5 is amended by adding a new subsection to read: 
32 "(m4) A member who has contributions in this System and is not eligible for a retirement 
33 benefit as set forth in G.S. 135-5(a) shall be paid his contributions in a lump sum as provided in 
34 G.S . l 35-5(f) by April l of the calendar year following the later of the calendar year in which 
35 the member (i) attains seventy and one half-years of age or (ii) has ceased to be a teacher or 
36 State employee except by death . If such member fails, following reasonable notification, to 
37 complete a refund application by such required date, the requirement that a refund application 
38 be completed shall be waived and the refund shall be paid without a refund application as a 
39 single lump sum payment with applicable required North Carolina and federal income taxes 
40 withheld. For purposes of this subsection, a member shall not be considered to have ceased to 
41 be a teacher or state employee if the member is actively contributing to the Consolidated 
42 Judicial Retirement System, Local Governmental Employees' Retirement System, or 
43 Legislative Retirement System. A lump sum refund shall not be paid under this subsection if 
44 the member is actively contributing to the Consolidated Judicial Retirement System, Local 
45 Governmental Employees' Retirement System, or Legislative Retirement System. 
46 A member who has contributions in this System and is eligible for a retirement benefit as 
47 set forth in G.S. 135-5(a) shall begin to receive a monthly benefit no later than April I of the 
48 calendar year following the later of the calendar year in which the member (i) attains seventy 
49 and one half-years of age or (ii) has ceased to be a teacher or state employee except by death. If 
50 such member fails, following reasonable notification, to complete the retirement process as set 
51 forth under Chapter 135 of the General Statutes by such required beginning date, the 
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requirement that a retirement application and an election of payment plan form be completed 
2 shall be waived and the retirement allowance shall be paid as a single life annuity. The single 
3 life annuity shall be calculated and processed in accordance with G.S. 135-5 . For purposes of 
4 this subsection, a member shall not be considered to have ceased to be a teacher or State 
5 employee if the member is actively contributing to the Consolidated Judicial Retirement 
6 System, Local Governmental Employees' Retirement System, or Legislative Retirement 
7 System. A retirement benefit shall not be paid under this subsection if the member is actively 
8 contributing to the Consolidated Judicial Retirement System, Local Governmental Employees' 
9 Retirement System, or Legislative Retirement System." 

IO SECTION 10.(b) G.S. 128-27 is amended by adding a new subsection to read : 
11 "(m3) A member who has contributions in this System and is not eligible for a retirement 
12 benefit as set forth in G.S. 128-27(b2 l) shall be paid his contributions in a lump sum as 
13 provided in G .S. 128-27(£) by April l of the calendar year following the later of the calendar 
14 year in which the member (i) attains seventy and one half-years of age or (ii) has ceased to be 
15 an employee except by death . If such member fails, following reasonable notification, to 
16 complete a refund application by such required date, the requirement that a refund application 
17 be completed shall be waived and the refund shall be paid without a refund application as a 
18 single lump sum payment with applicable required North Carolina and federal income taxes 
19 withheld. For purposes of this subsection, a member shall not be considered to have ceased to 
20 be an employee if the member is actively contributing to the Teachers' and State Employees' 
21 Retirement System, Consolidated Judicial Retirement System, or Legislative Retirement 
22 System. A lump sum refund shall not be paid under this subsection if the member is actively 
23 contributing to the Teachers' and State Employees' Retirement System, Consolidated Judicial 
24 Retirement System, or Legislative Retirement System. 
25 A member who has contributions in this System and is eligible for a retirement benefit as 
26 set forth in G.S. 128-27(21) shall begin to receive a monthly benefit no later than April I of the 
27 calendar year following the later of the calendar year in which the member (i) attains seventy 
28 and one half-years of age or (ii) has ceased to be an employee except by death. If such member 
29 fails, following reasonable notification, to complete the retirement process as set forth under 
30 Chapter 128 of the General Statutes by such required beginning date, the requirement that a 
31 retirement application and an election of payment plan form be completed shall be waived and 
32 the retirement allowance shall be paid as a single life annuity. The single life annuity shall be 
33 calculated and processed in accordance with G.S. 128-27(b21 ). For purposes of this subsection, 
34 a member shall not be considered to have ceased to be an employee if the member is actively 
35 contributing to the Teachers' and State Employees' Retirement System, Consolidated Judicial 
36 Retirement System, or Legislative Retirement System. A retirement benefit shall not be paid 
37 under this subsection if the member is actively contributing to the Teachers' and State 
38 Employees' Retirement System, Consolidated Judicial Retirement System, or Legislative 
39 Retirement System." 
40 SECTION 10.(c) G.S. 135-74 is amended by adding a new subsection to read: 
41 "{ill A member who has contributions in this System and is not eligible for a retirement 
42 benefit as set forth in G.S . 135-58(a6) shall be paid his contributions in a lump sum as provided 
43 in G.S. 135-62 by April I of the calendar year following the later of the calendar year in which 
44 the member (i) attains seventy and one half-years of age or (ii) has ceased to be a judge, district 
45 attorney, public defender, the Director of Indigent Defense Services, or clerk of superior court 
46 as provided in G.S. 135-53, except by death. If such member fails, following reasonable 
4 7 notification, to complete a refund application by such required date, the requirement that a 
48 refund application be completed shall be waived and the refund shall be paid without a refund 
49 application as a single lump sum payment with applicable required North Carolina and federal 
50 income taxes withheld. For purposes of this subsection, a member shall not be considered to 
51 have ceased to be a judge, district attorney, pub! ic defender, the Director of Indigent Defense 
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1 Services, or clerk of superior court as provided in G.S . 135-53 if the member is actively 
2 contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
3 Employees' Retirement System, or Consolidated Judicial Retirement System. A lump sum 
4 refund shall not be paid under this subsection if the member is actively contributing to the 
5 Teachers' and State Employees' Retirement System, Local Governmental Employees' 
6 Retirement System, or Consolidated Judicial Retirement System. 
7 A member who has contributions in this System and is eligible for a retirement benefit as 
8 set forth in G.S . 120-4.21 shall begin to receive a monthly benefit no later than April I of the 
9 calendar year following the later of the calendar year in which the member (i) attains seventy 

IO and one half-years of age or (ii) has ceased to be a judge, district attorney, public defender, the 
11 Director of Indigent Defense Services, or clerk of superior court as provided in G.S. 135-53, 
12 except by death . If such member fails, following reasonable notification, to complete the 
13 retirement process as set forth under Chapter 120 of the General Statutes by such required 
14 beginning date, the requirement that a retirement application and an election of payment plan 
15 form be completed shall be waived and the retirement allowance shall be paid as a single life 
16 annuity. The single life annuity shall be calculated and processed in accordance with 
17 G.S. 120-4.21. For purposes of this subsection, a member shall not be considered to have 
18 ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
19 Services, or clerk of superior court as provided in G.S . 135-53 if the member is actively 
20 contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
21 Employees' Retirement System, or Consolidated Judicial Retirement System. A retirement 
22 benefit shall not be paid under this subsection if the member is actively contributing to the 
23 Teachers' and State Employees' Retirement System, Local Governmental Employees' 
24 Retirement System, or Consolidated Judicial Retirement System." 
25 SECTION 10.(d) G.S. 120-4.31 is amended by adding a new subsection to read: 
26 "(£1} A member who has contributions in this System and is not eligible for a retirement 
27 benefit as set forth in G.S. 120-4.21 shall be paid his contributions in a lump sum as provided 
28 in G.S. 120-4.25 by April 1 of the calendar year following the later of the calendar year in 
29 which the member (i) attains seventy and one half-years of age or ( ii) has ceased to be a 
30 member of the General Assembly, except by death. If such member fails, following reasonable 
31 notification, to complete a refund application by such required date, the requirement that a 
32 refund application be completed shall be waived and the refund shall be paid without a refund 
33 application as a single lump sum payment with applicable required North Carolina and federal 
34 income taxes withheld. For purposes of this subsection, a member shall not be considered to 
35 have ceased to be a member of the General Assembly if the member is actively contributing to 
36 the Teachers' and State Employees' Retirement System, Local Governmental Employees' 
37 Retirement System, or Consolidated Judicial Retirement System. A lump sum refund shall not 
38 be paid under this subsection if the member is actively contributing to the Teachers' and State 
39 Employees' Retirement System, Local Governmental Employees' Retirement System, or 
40 Consolidated Judicial Retirement System. 
41 A member who has contributions in this System and is eligible for a retirement benefit as 
42 set forth in G.S. 120-4.21 shall begin to receive a monthly benefit no later than April l of the 
43 calendar year following the later of the calendar year in which the member (i) attains seventy 
44 and one half-years of age or (ii) has ceased to be a member of the General Assembly, except by 
45 death . If such member fails , following reasonable notification, to complete the retirement 
46 process as set forth under Chapter 120 of the General Statutes by such required beginning date, 
47 the requirement that a retirement application and an election of payment plan form be 
48 completed shall be waived and the retirement allowance shall be paid as a single life annuity. 
49 The single life annuity shall be calculated and processed in accordance with G.S. 120-4.21. For 
50 purposes of this subsection, a member shall not be considered to have ceased to be a member of 
51 the General Assembly if the member is actively contributing to the Teachers' and State 
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Employees' Retirement System, Local Governmental Employees' Retirement System, or 
Consolidated Judicial Retirement System . A retirement benefit shall not be paid under this 
subsection if the member is actively contributing to the Teachers' and State Employees' 
Retirement System, Local Governmental Employees' Retirement System, or Consolidated 
Judicial Retirement System ." 

SECTION 11.(a) G .S. 135-5(1) reads as rewritten : 
"(I) Death Benefit Plan. - 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 
fnsurance 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 electronic submission prior to completing IO years of service in a form 
approved by the Board of Trustees or 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 #le 
greater of: 

f-4 The compensation on v,hich contributions were made by the member during 
the calendar year preceding the year in which his death occurs, or 
The greatest compensation on 1.vhich contributions 1vvere 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; 

~ (4) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2 . 
subject to a minimum of twenty five thousand dollars ($25,000) and to a maximum of 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 (l) shall not be payable, notwithstanding the 
member's compliance with all the conditions set forth in the preceding paragraph, if his death 
occurs 

(l) After December 31 , 1968 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 3 I, 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 I, 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 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 
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1 contracts of group life insurance with any life insurance company or companies licensed and 
2 authorized to transact business in this State for the purpose of insuring the I ives of members in 
3 service, or (ii) by establishing a separate trust fund qualified under Section 50l(c)(9) of the 
4 lnternal Revenue Code of 1954, as amended, for such purpose. To that end the Board of 
5 Trustees is authorized, empowered and directed to investigate the desirability of utilizing group 
6 I ife insurance by either of the foregoing methods for the purpose of providing the death benefit. 
7 If a separate trust fund is established, it shall be operated in accordance with rules and 
8 regulations adopted by the Board of Trustees and all investment earnings on the trust fund shall 
9 be credited to such fund . 

10 In administration of the death benefit the following shall apply: 
11 (1) For the purpose of determining eligibility only, in this subsection "calendar 
12 year" shal I mean any period of 12 consecutive months or, if less, the period 
13 covered by an annual contract of employment. For all other purposes in this 
14 subsection "calendar year" shall mean the 12 months beginning January I 
15 and ending December 31 . 
16 (2) Last day of actual service shall be: 
17 a. When employment has been terminated, the last day the member 
18 actually worked. 
19 b. When employment has not been terminated, the date on which an 
20 absent member's sick and annual leave expire, unless he is on 
21 approved leave of absence and is in service under the provisions of 
22 G.S. I 35-4(h). 
23 c. When a participant's employment is interrupted by reason of service 
24 in the Uniformed Services, as that term is defined in section 4303( 16) 
25 of the Uniformed Services Employment and Reemployment Rights 
26 Act, Public Law I 03-353, and the participant does not return 
27 immediately after that service to employment with a covered 
28 employer in this System, the date on which the participant was first 
29 eligible to be separated or released from his or her involuntary 
30 military service. 
31 (3) For a period when a member is on leave of absence, his status with respect to 
32 the death benefit will be determined by the provisions of G S. l 35-4(h). 
33 (4) A member on leave of absence from his position as a teacher or State 
34 employee for the purpose of serving as a member or officer of the General 
35 Assembly shall be deemed to be in service during sessions of the General 
36 Assembly and thereby covered by the provisions of the death benefit. The 
37 amount of the death benefit for such member shall be the equivalent of the 
38 salary to which the member would have been entitled as a teacher or State 
39 employee during the 12 month period immediately prior to the month in 
40 which death occurred, not to be less than twenty five thousand dollars 
41 ($25 ,000) nor to exceed fifty thousand dollars ($50,000). 
42 The provisions of the Retirement System pertaining to Administration, G.S. 135-6, and 
43 management of funds, G.S . 135-7, are hereby made applicable to the Plan. 
44 A member who is a beneficiary of the Disability Income Plan provided for in Article 6 of 
45 this Chapter, or a member who is in receipt of Workers' Compensation during the period for 
46 which he or she would have otherwise been eligible to receive short-term benefits or extended 
47 short-term benefits as provided in G.S. 135-105 and dies on or after 181 days from the last day 
48 of his or her actual service but prior to the date the benefits as provided in G.S. 135-105 would 
49 have ended, shall be eligible for group life insurance benefits as provided in this subsection, 
50 notwithstanding that the member is no longer an employee or teacher or that the member's 
51 death occurs after the eligibility period after active service. The basis of the death benefit 
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I payable hereunder shall be the higher of the death benefit computed as above or a death benefit 
2 based on compensation used in computing the benefit payable under G.S. 135 l 05 and 
3 G.S. 135 106, as may be adjusted for percentage post disability increases, all subject to the 
4 maximum dollar limitation as provided above. The amount of the death benefit for that member 
5 shall be fifty thousand dollars ($50,000) . A member in receipt of benefits from the Disability 
6 Income Plan under the provisions of G .S. 135-112 whose right to a benefit accrued under the 
7 former Disability Salary Continuation Plan shall not be covered under the provisions of this 
8 paragraph . 
9 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this 

IO subsection, of the death of a retired member of the Retirement System on or after July I, 1988, 
11 but before January I, 1999, there shall be paid a death benefit to the surviving spouse of the 
12 deceased retired member or to the deceased retired member's legal representative if not 
13 survived by a spouse; provided the retired member has elected, when first eligible, to make, and 
14 has continuously made, in advance of his death required contributions as determined by the 
15 Board of Trustees on a fully contributory basis, through retirement allowance deductions or 
16 other methods adopted by the Board of Trustees, to a group death benefit trust fund 
17 administered by the Board of Trustees separate and apart from the Retirement System's 
18 Annuity Savings Fund and Pension Accumulation Fund . This death benefit shall be a lump-sum 
19 payment in the amount of five thousand dollars ($5 ,000) upon the completion of twenty-four 
20 months of contributions required under this subsection. Should death occur before the 
21 completion of twenty-four months of contributions required under this subsection, the deceased 
22 retired member's surviving spouse or legal representative if not survived by a spouse shall be 
23 paid the sum of the retired member's contributions required by this subsection plus interest to 
24 be determined by the Board of Trustees . 
25 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this 
26 subsection, of the death of a retired member of the Retirement System on or after January I, 
27 1999, but before July l , 2004, there shall be paid a death benefit to the surviving spouse of the 
28 deceased retired member or to the deceased retired member's legal representative if not 
29 survived by a spouse; provided the retired member has elected, when first eligible, to make, and 
30 has continuously made, in advance of his death required contributions as determined by the 
31 Board of Trustees on a fully contributory basis, through retirement allowance deductions or 
32 other methods adopted by the Board of Trustees, to a group death benefit trust fund 
33 administered by the Board of Trustees separate and apart from the Retirement System's 
34 Annuity Savings Fund and Pension Accumulation Fund. This death benefit shall be a lump-sum 
35 payment in the amount of six thousand dollars ($6,000) upon the completion of 24 months of 
36 contributions required under this subsection. Should death occur before the completion of 24 
37 months of contributions required under this subsection, the deceased retired member's surviving 
38 spouse or legal representative if not survived by a spouse shall be paid the sum of the retired 
39 member's contributions required by this subsection plus interest to be determined by the Board 
40 of Trustees. 
41 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this 
42 subsection, of the death of a retired member of the Retirement System on or after July I , 2004, 
43 but before July I, 2007, there shall be paid a death benefit to the surviving spouse of the 
44 deceased retired member or to the deceased retired member's legal representative if not 
45 survived by a spouse; provided the retired member has elected, when first e ligible, to make, and 
46 has continuously made, in advance of his death required contributions as determined by the 
47 Board of Trustees on a full y contributory basis, through retirement allowance deductions or 
48 other methods adopted by the Board of Trustees, to a group death benefit trust fund 
49 administered by the Board of Trustees Fund and Pension Accumulation Fund. This death 
50 benefit shall be a lump-sum payment in the amount of nine thousand dollars ($9,000) upon the 
51 completion of 24 months of contributions required under this subsection. Should death occur 
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I before the completion of 24 months of contributions required under this subsection, the 
2 deceased retired member's surviving spouse or legal representative if not survived by a spouse 
3 shall be paid the sum of the retired member's contributions required by this subsection plus 
4 interest to be determined by the Board of Trustees. 
5 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this 
6 subsection, of the death of a retired member of the Retirement System on or after July 1, 2007, 
7 but before January 1, 2015, there shall be paid a death benefit to the surviving spouse of the 
8 deceased retired member or to the deceased retired member's legal representative if not 
9 survived by a spouse; provided the retired member has elected, when first eligible, to make, and 

IO has continuously made, in advance of his death required contributions as determined by the 
11 Board of Trustees on a fully contributory basis, through retirement allowance deductions or 
12 other methods adopted by the Board of Trustees, to a group death benefit trust fund 
13 administered by the Board of Trustees Fund and Pension Accumulation Fund. This death 
14 benefit shall be a lump-sum payment in the amount often thousand dollars ($10,000) upon the 
15 completion of 24 months of contributions required under this subsection. Should death occur 
16 before the completion of 24 months of contributions required under this subsection, the 
17 deceased retired member's surviving spouse or legal representative if not survived by a spouse 
18 shall be paid the sum of the retired member's contributions required by this subsection plus 
19 interest to be determined by the Board of Trustees. 
20 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this 
21 subsection, of the death of a retired member of the Retirement System on or after January 1, 
22 2015, there shall be paid a death benefit to the person or persons designated by the member or, 
23 if the member has not designated a beneficiary, to the surviving spouse of the deceased retired 
24 member or, if not survived by a designated beneficiary or spouse, to the deceased retired 
25 member's legal representative; provided the retired member has elected, when first eligible, to 
26 make, and has continuously made, in advance of his death required contributions as determined 
27 by the Board of Trustees on a fully contributory basis, through retirement allowance deductions 
28 or other methods adopted by the Board of Trustees, to a group death benefit trust fund 
29 administered by the Board of Trustees Fund and Pension Accumulation Fund. This death 
30 benefit shall be a lump-sum payment in the amount of ten thousand dollars ($10,000) upon the 
31 completion of 24 months of contributions required under this subsection. Should death occur 
32 before the completion of 24 months of contributions required under this subsection, the 
33 deceased retired member's designated beneficiary or beneficiaries, or surviving spouse if there 
34 is no surviving beneficiary, or legal representative if not survived by a designated beneficiary 
35 or spouse, shall be paid the sum of the retired member's contributions required by this 
36 subsection plus interest to be determined by the Board of Trustees ." 
37 SECTION 11.(b) G.S. 128-27(1) reads as rewritten: 
38 "(I) Death Benefit Plan. - The provisions of this subsection shall become effective for 
39 any employer only after an agreement to that effect has been executed by the employer and the 
40 Director of the Retirement System. There is hereby created a Group Life Insurance Plan 
41 (hereinafter called the "Plan") which is established as an employee welfare benefit plan that is 
42 separate and apart from the Retirement System and under which the members of the Retirement 
43 System shall participate and be eligible for group life insurance benefits. Upon receipt of proof, 
44 satisfactory to the Board of Trustees in their capacity as trustees under the Group Life 
45 Insurance Plan, of the death, in service, of a member who had completed at least one full 
46 calendar year of membership in the Retirement System, there shall be paid to such person as he 
4 7 shall have nominated by electronic submission prior to completing 10 years of service in a form 
48 approved by the Board of Trustees or by written designation duly acknowledged and filed with 
49 the Board of Trustees, if such person is I iving at the time of the member's death, otherwise to 
50 the member's legal representatives, a death benefit. Such death benefit shall be equal to the 
51 greater of: 
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1 E-B The compensation on which contributions were made by the member during 
2 the calendar year preceding the year in which his death occurs, or 
3 ~ The greatest compensation on which contributions were made by the 
4 member during a 12 month period of service within the 24 month period of 
5 service ending on the last day of the month preceding the month in which his 
6 last day of actual service occurs; 
7 ~ Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2; 
8 subject to a minimum of twenty five thousand dollars ($25 ,000) and a maximum of fifty 
9 thousand dollars ($50,000) Such death benefit shall be payable apart and separate from the 

IO payment of the member's accumulated contributions under the System on his death pursuant to 
11 the provisions of subsection (f) of this section . For the purpose of the Plan, a member shall be 
12 deemed to be in service at the date of his death if his death occurs within 180 days from the last 
13 day of his actual service. 
14 The death benefit provided in thi s subsection shall not be payable, notwithstanding the 
15 member's compliance with all the conditions set forth in the preceding paragraph, if his death 
16 occurs 
17 ( 1) After June 30, 1969 and after he has attained age 70; or 
18 (2) After December 31 , 1969 and after he has attained age 69; or 
l 9 (3) After December 31 , 1970 and after he has attained age 68 ; or 
20 ( 4) After December 3 I , 1971 and after he has attained age 67; or 
21 (5) After December 31 , 1972 and after he has attained age 66; or 
22 (6) After December 31 , 1973 and after he has attained age 65 ; or 
23 (7) After December 31 , 1978, but before January 1, 1987, and after he has 
24 attained age 70. 
25 Notwithstanding the above provisions, the death benefit shall be payable on account of the 
26 death of any member who died or dies on or after January I , 1974, but before January I , 1979, 
27 after attaining age 65 , if he or she had not yet attained age 65 , if he or she had not yet attained 
28 age 66, was at the time of death completing the work year for those individuals under specific 
29 contract, or during the fiscal year for those individuals not under specific contract, in which he 
30 or she attained age 65 , and otherwise met all conditions for payment of the death benefit. 
31 Notwithstanding the above provisions, the Board of Trustees may and is specifically 
32 authorized to provide the death benefit according to the terms and conditions otherwise 
33 appearing in this Plan in the form of group life insurance, either (i) by purchasing a contract or 
34 contracts of group life insurance with any life insurance company or companies licensed and 
35 authorized to transact business in this State for the purpose of insuring the lives of members in 
36 service, or (ii) by establishing a separate trust fund qualified under section 501(c)(9) of the 
37 Internal Revenue Code of 1954, as amended, for such purpose. To that end the Board of 
38 Trustees is authorized, empowered and directed to investigate the desirability of utilizing group 
39 1 ife insurance by either of the foregoing methods for the purpose of providing the death benefit. 
40 If a separate trust fund is established, it shall be operated in accordance with rules and 
41 regulations adopted by the Board of Trustees and all investment earnings on the trust fund shall 
42 be credited to such fund. 
43 In administration of the death benefit the following shall apply: 
44 (1) For the purpose of determining eligibility only, in this subsection "calendar 
45 year" shal I mean any period of 12 consecutive months. For all other 
46 purposes in this subsection "calendar year" shall mean the 12 months 
4 7 beginning January I and ending December 31 . 
48 (2) Last day of actual service shall be: 
49 a. When employment has been terminated, the last day the member 
50 actually worked. 
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b. When employment has not been terminated, the date on which an 
absent member's sick and annual leave expire. 

c. When a participant's employment is interrupted by reason of service 
in the Uniformed Services, as that term is defined in section 4303( 16) 
of the Uniformed Services Employment and Reemployment Rights 
Act, Pub! ic Law I 03-353 , and the participant does not return 
immediately after that service to employment with a covered 
employer in this System, the date on which the participant was first 
eligible to be separated or released from his or her involuntary 
military service. 

(3) 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). 

(4) A member on leave of absence from his position 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 tRe 
equivalent of the salary to which the member 1vvould have been entitled as a 
local governmental employee during the 12 month period immediately prior 
to the month in which death occurred, not to be less than tvv<enty five 
thousand dollars ($25 ,000) nor to exceed fifty thousand dollars ($50,000) . 

The provisions of the Retirement System pertaining to administration, G.S. 128-28, and 
management of funds , G.S . 128-29, are hereby made applicable to the Plan." 

SECTION 12.(a) G.S. 135-3(8) is amended by adding a new sub-subdivision to 
read: 

"f. Should a beneficiary who retired on an early or service retirement 
allowance under this Chapter be reemployed by, or otherwise 
engaged to perform services for, an employer participating in the 
Retirement System on a part-time, temporary, interim, or on a fee for 
service basis, whether contractual or otherwise at any time during the 
six months immediately following the effective date of retirement, 
then the option of the two listed below that has the lesser financial 
impact on the member, as determined by the Retirement System, 
shall be applied : 
l. The member's retirement shall be deemed effective the month 

after the last month the member performed services for a 
participating employer, and the member shall repay all 
retirement benefits paid up to the deemed effective date, 
provided the member thereafter has satisfied the six-month 
separation required by G.S. 135-1(20). 

L The member shall make a lump sum payment to the 
Retirement System equal to three times the amount of 
compensation earned during the six months immediately 
following the effective date of retirement." 

SECTION 12.(b) G.S. 128-24(5) is amended by adding a new sub-subdivision to 
read : 

H277 [Edition I] 

"~ Should a beneficiary who retired on an early or service retirement 
allowance under this Chapter be reemployed by, or otherwise 
engaged to perform services for, an employer participating in the 
Retirement System on a part-time, temporary, interim, or on a fee for 
service basis, whether contractual or otherwise at any time during the 

Page 15 



General Assembly of North Carolina Session 2015 

1 six months immediately following the effective date of retirement, 
2 then the option of the two I isted below that has the lesser financial 
3 impact on the member, as determined by the Retirement System, 
4 shall be applied : 
5 l. The member's retirement shall be deemed effective the month 
6 after the last month the member performed services for a 
7 participating employer, and the member shall repay all 
8 retirement benefits paid up to the deemed effective date, 
9 provided the member thereafter has satisfied the six-month 

10 separation required by G.S. 128-21(19). 
11 ~ The member shall make a lump sum payment to the 
12 Retirement System equal to three times the amount of 
13 compensation earned during the month immediately 
14 following the effective date of retirement." 
l 5 SECTION 13. Section 11 of this act becomes effective January 1, 2016. The 
16 remainder of this act becomes effective October I , 2015 . 
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JANET COWELL 
TREASURER 

NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Retirement Administrative Changes Act of 2015 - HB 277 

The Department of State Treasurer aims to provide public employees and retirees, including teachers, police 
officers, firefighters , and public servants from all over the state with secure pensions and retirement. This 
legislative proposal incorporates provisions that will clarify interpretations of current law and increase 
efficiency of administration of the retirement systems administered by the Department. 

Statutes Affected: 111-4 7 .3 (proposed) ; 115C-43 8; G .S. 126-5( c 13) (proposed); 120-4.31 (proposed) 
150B-21.3A (proposed); 128-21(10a) & ()Ob) (proposed) ; 128-24(5)e. (proposed) ; 128-27(1); 128-
27(m3) (proposed) ;128-30(g) (proposed) ; 128-30(g)(3); 147-69.2(b); 147-77; 135-1(20); 135-3(8)f. 
(proposed) ; 135-5(1); G.S. 135-5(m4) (proposed) ; 135-8(f) (proposed) ; 135-8(f)(3); 135-74(cl) 
(proposed) ; G.S. 135-91(c); and 135-96. 

Primary Sponsors: Ross, Gill , Goodman, and McNeil) 
Cost: Actuarial Analysis is Pending Completion for sections 4, 8, l 0, 11 , and 12 
Type of Bill: Public Agency Bill requested by the Department of State Treasurer 

SECTION ONE: Change Term Length and Impose Term Limits for Supplemental Board Members 
The section changes the length of terms for members of the Supplemental Retirement Board of 

Trustees from two years to three years. It also sets a limit of two consecutive terms and staggers the 
expiration of the terms in order to ensure stability, flexibility , and continuity of governance. 

SECTION TWO: Revenue from Food Service Contracts to Services for the Blind 
This section authorizes the Department of State Treasurer to contract with vendors for food services 

for employees. The net proceeds from such contracts will be transferred to the Division of Services for the 
Blind. 

SECTION THREE: Clarify Investment Statutes for Commingled Fixed Income 
Amends the types of investment entity structures that are authorized for the State' s externally 

managed fixed income investments. Currently, commingled vehicles such as limited partnerships, limited 
liability companies, and group trusts are authorized for the State Treasurer' s other asset classes, but not 
fixed income. This provision would amend existing law to authorize externally managed fixed income 
investments to be made either by commingled structures or by investment management agreements, giving 
investments staff flexibility to evaluate the most cost-effective structures. This section also increases the 
maximum allowable waiver to public agencies for Daily Deposits into the state banking system, which has 
not been updated since 1985. 

SECTION FOUR: Clarify Statute to Encourage Volunteering during Separation of Service Period 
This section clarifies the volunteer service provision in the definition of retirement under TSERS so 

as not to discourage retirees from working as volunteers in positions normally classified as bona fide unpaid 
volunteer positions during the six months followin g their effective date of retirement (the "separation of 
service" period). This clarification is intended to reduce the uncertainty surrounding return-to-work 
restrictions in statute and thereby encourage retirees to work as volunteers for State agencies. Additionally, 
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this section includes a technical correction that clarifies the distinction between the definition of retirement 
under TSERS and the definition of retirement for judges. 

SECTION FIVE: Require Employer Attestations of Data Accuracy 
This section requires participating employers to attest to the accuracy of their monthly data 

submissions to the Retirement Systems Division as part of ongoing annual audit procedures for compliance 
with latest standards from the Governmental Accounting Standards Board of the Financial Accounting 
Foundation. 

SECTION SIX: Improve Tools to Collect Monies Owed to the Retirement Systems 
This section improves the tools available to collect monies owed to the Retirement Systems by 

allowing the Office of State Budget and Management (OSBM) to redirect a portion of State-appropriated 
funds equivalent to the amount of monthly contributions due to the Retirement Systems if an employer fails 
to submit payment within 90 days. 

SECTION SEVEN: Clarify Rule-Making Provisions 
This section grants the Boards of Trustees the flexibility to prevent the expiration of administrative 

rules that protect inchoate rights of members of the Retirement System. 

SECTION EIGHT: Clarify Application of the 1,000-Hour Rule for LGERS Membership 
As recommended by the Department Committee reviewing Return-to-Work Legislation , this section 

clarifies the application of the "1 ,000-Hour Rule" and revises the definition of "employee" to exclude 
temporary employees and statutorily defined Interim City and County Managers. 

SECTION NINE: Human Resources Flexibility for Retirement Systems Division 
This section provides an exemption from the State Human Resources Act for staff of the 

Supplemental Retirement Plans. 

SECTION TEN: Clarify Procedures for Required Minimum Distributions 
This section clarifies the procedures for paying a member' s Required Minimum Distributions from 

the member's accumulated contributions to the Retirement Systems and the conditions under which these 
procedures apply. 

SECTION ELEVEN: Adjust Calculation of Final Compensation for Death Benefit Payments 
This section replaces the current calculation of death benefit payments to members who die in active 

service with a flat-rate benefit payment of $50,000, regardless of final compensation. This change 
eliminates ambiguity in the proper calculation of final compensation, reduces the administrative complexity 
associated with death benefit payments, and establishes a more consistent and equitable benefit for all 
members of the Retirement Systems. 

SECTION TWELVE: RTW Enforcement Flexibility 
This section changes the enforcement policy for de minimus separation of service violations. 

SECTION THIRTEEN: Effective Date 
This act becomes effective October I, 2015 , with the exception of Section 11 , which becomes 

effective January 1, 2016. 

Prepared by the Retirement Systems Division staff, March 19, 2015 
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Legislative Retirement Note 

House Bill 277 (Second Edition) 

Retirement Adm in . Changes Act of 2015.-AB 

Representatives Ross, Gill , Goodman, and McNeil] 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts ; 
local government funds 

SYSTEM OR PROGRAM AFFECTED: Teachers ' and State Employees ' Retirement 
System (TSERS), Consolidated Judicial Retirement System (CJRS), Legislative Retirement 
System (LRS), Local Governmental Employees ' Retirement System (LGERS), pension and 
non-pension funds invested in fixed income investments under G.S. 147-69.2(b), and the 
supplemental retirement plans (NC 40 I (k), NC 457, NC 403(b)) . 

BILL SUMMARY: House Bill 277 (Second Edition) makes the following changes to retirement 
statutes: 

Section 1: Changes the length of terms for members of the Supplemental Retirement Board of 
Trustees from two years to three years. This section also sets a limit of two consecutive terms and 
staggers the expiration of the terms. 

Section 2: Authorizes the Department of State Treasurer to contract with vendors for food services 
for employees. The net proceeds from such contracts will be transferred to the Division of Services 
for the Blind. 

Section 3: Amends the types of investment entity structures that are authorized for the State ' s 
externally managed fixed income investments. Currently, commingled vehicles such as limited 
partnerships, limited liability companies, and group trusts are authorized for the State Treasurer ' s 
other asset classes, but not fixed income. This section also increases the limit on exemptions for 
daily deposit requirements for public agencies. 

Section 4: Clarifies the volunteer service provision in the definition of retirement under TSERS to 
allow retirees to work as volunteers in bona fide unpaid volunteer positions during the six months 
following their effective date of retirement. 

Section 5: Requires participating employers to attest to the accuracy of their monthly data 
submissions as part of ongoing annual audit procedures for compliance with the latest standards 
from the Governmental Accounting Standards Board. 

House Bill 277 (Second Edition) 



Section 6: Allows the Office of State Budget and Management (OSBM) to redirect a portion of 
State-appropriated funds equivalent to the amount of monthly contributions due to the Retirement 
Systems if an employer fails to submit payment within 90 days . 
Section 7 Grants the Boards of Trustees the flexibility to prevent the expiration of administrative 
rules that protect inchoate rights of members of the Retirement System. 

Section 8: Clarifies the application of the " 1,000-Hour Rule" in LGERS and revises the definition 
of " regularly employed" to exclude temporary employees and statutorily defined interim city and 
county managers, allowing such employees to work in retirement. 

Section 9: Provides an exemption from the State Human Resources Act for staff of the 
Supplemental Retirement Plans . 

Section I 0: Clarifies the procedures for paying a member ' s Required Minimum Distributions at 
age 70-1/2. 

Section 11 : Changes the enforcement pol icy for situations in which a retiree performs a small 
amount of work during the six months following retirement in TSERS or the one month following 
retirement in LGERS. Under current law, a member who performs any work at all during this 
period is deemed to have never retired and must repay all benefits received. Under this provision, 
the repayment would be limited to three times the amount earned for work performed during the 
period. 

EFFECTIVE DA TE: October 1, 2015 

ESTIMATED IMPACT ON STATE: Buck Consultants, the actuary for the Retirement 
Systems, and Hartman & Associates, the actuary for the General Assembly, both estimate that the 
required contribution rate to each of the systems will increase by less than 0 .01 % of payroll due to 
the provisions of the bill. 

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 December 31 , 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables : 

Membership Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS LGERS CJRS LRS 

Active Members 
Count 310,370 123,455 566 170 
General Fund $9,914M $71M $4M 
Compensation 
Valuation $13 ,608M $5,556M $71M $4M 
Compensation 
(Total) 
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Average Age 45 44 55 57 
Average Service 10.6 10.3 13 .1 5.9 

Inactive Members 
Count 125,513 50,998 53 94 

Retired Members 
Count 187,448 57,405 584 311 
Annual Benefits $3,871 M $1 ,039M $35M $2M 
Average Age 70 68 72 76 
New Retirees During 11 ,500 4,400 30 3 
2014 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS LGERS CJRS LRS 

Accrued Liability (AL) $65,806M Not $549M $25M 
meaningful 

Actuarial Value of $62,364M $21 ,498M $507M $29M 
Assets (AV A) 
Market Value of Assets $62,789M $21 ,784M $512M $30M 
(MVA) 
Unfunded Accrued $3,442M Not $43M ($SM) 
Liability (AL - AVA) meaningful 
Funded Status (A VA / 95% Not 92% 119% 
AL) meaningful 
Annual Required 8.69% 6.52% 26.37% 1.80% 
Contribution (ARC) for (non-LEO) 
FY 2015-16 ( as % of 
pay) 
Assumed Rate of 7.25% 7.25% 7.25% 7.25% 
Investment Return 
Salary Increase 4.25% - 4.25% - 5.00% - 7.50% 
Assumption (includes 9.10% 8. 55% 5.95% 
3.50% inflation and 
productivity) 
Cost Method Entry Age Frozen Projected Projected Unit 

Normal Entry Age Unit Credit Credit 
Amortization 12 year, Not 12 year, 8 year, open, 

closed, flat applicable closed, flat flat$ 
$ $ 

Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mortality improvement with scale AA, 
except for LRS which is based on GAM-71 . 
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Benefit Provisions 
TSERS LGERS CJRS LRS 

Formula 1.82% x Service 1.85%x 3.02% to 4.02% 
x 4 Year Avg Service 4.02% x Service 

Pay x 4 Year Avg x Service x Highest Pay 
Pay x Final Pay 

Unreduced Any/30; 60/25 ; Any/30; 50/24; 65/5 65/5 
retirement 65 (55 for 60/25; 
age/service LE0)/5 65 (55 for 

LE0)/5 
Employee 6% 6% 6% 7% 
contribution (as% 
of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DAT A: 

Buck Consultants, "Retirement Administrative Changes Act of 2015 (House Bill 277)", April 7, 
2015, original of which is on file in the General Assembly ' s Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 277: An Act to Enact the Retirement Administrative 
Changes Act of2015", April 10, 2015, original of which is on file in the General Assembly ' s 
Fiscal Research Division. 

TECHNICAL CON SID ERA TIO NS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives . 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

David Vanderweide 

DATE: April 15, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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HOUSE BILL 301 
Committee Substitute Favorable 4/14/15 
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Short Title: Escheat Fund Modifications.-AB (Public) 

Sponsors: 

Referred to : 

March 19, 2015 

A BILL TO BE ENTITLED 
AN ACT TO MODIFY INVESTMENT AUTHORIZED FOR SPECIAL FUNDS HELD BY 

THE STATE TREASURER, AS REQUESTED BY THE STATE TREASURER. 
The General Assembly of North Carolina enacts: 

SECTION 1. G.S. 147-69.2(b) reads as rewritten : 
"(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated 

in subsection (a) of this section in excess of the amount required to meet the current needs and 
demands on such funds . The State Treasurer may invest the funds as provided in this 
subsection. If an investment was authorized by this subsection at the time the investment was 
made or contractually committed to be made, then that investment shall continue to be 
authorized by this subsection, and none of the percentage or other limitation on investments set 
forth in this subsection shall be construed to require the State Treasurer to subsequently dispose 
of the investment or fail to honor any contractual commitments as a result of changes in market 
values, ratings, or other investment qualifications. For purposes of computing market values on 
which percentage limitations on investments in this subsection are based, all investments shall 
be valued as of the last date of the most recent fiscal quarter. 

(12) It is the intent of the General Assembly that the Escheat Fund (i) provide a 
perpetual and sustainable source of funding for the purposes authorized by 
the State Constitution: and (ii) retain sufficient monies as corpus to allow the 
State Treasurer to prudently invest in long-term illiquid investments, 
including those with a North Carolina nexus, in order to grow the amount of 
earnings available for scholarships over the long-term . Accordingly, the 
following provisions apply: 
a. With respect to assets of the Escheat Fund, in addition to those 

investments authorized by subdivisions (1) through (6) of this 
subsection, up to twenty percent (20%) of such assets may be 
invested in the investments authorized under subdivisions f11{.Q0 
through f91(2ru of this subsection, notwithstand ing the percentage 
limitations imposed on the Retirement Systems' investments under 
those subdivisions. 

~ The State Treasurer shall engage a third-party professional actuary or 
consultant to conduct a valuation and projection of the financial 
status of the Escheat Fund. The associated costs for the services may 
be directly charged to the Escheat Fund. The State Treasurer shall 
communicate the valuation of the actuary or consultant in an annual 
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report to the Governor, the Speaker of the House of Representatives, 
the President Pro Tempore of the Senate, and the chairs of the 
respective appropriations and appropriate substantive committees of 
each chamber. The annual report shall evaluate claims by owners 
upon the Escheat Fund, current and projected investment returns, and 
projected contributions to the Escheat Fund. In the report, the State 
Treasurer shall assess the status of utilizing the Escheat Fund as an 
endowment fund and shall recommend an annual amount available 
for the funding of scholarships, loans, and grants from the Fund. The 
annual report shall be presented no later than December 31 of each 
year. 

c. The State Treasurer may invest, in addition to those investments 
authorized by sub-subdivision a. of this subdivision, up to ten percent 
( I 0%) of the net assets of the Escheat Fund in businesses with a 
material nexus with this State; provided that such investments are of 
an asset class and structure authorized for the Retirement System 
under subdivisions (6c) through (9a) of this subsection. 

.Q,. The State Treasurer shall discharge his or her investment duties with 
respect to the Escheat Fund consistent with the prov isions of 
G .S. 36E-3. When considering the factors stated in 
G .S. 36E-3(e)(l)g., the State Treasurer may presume that the General 
Assembly will fund scholarships, loans, and grants from the Escheat 
Fund in the amount recommended in the annual report." 

SECTION 2. This act is effective when it becomes law. 

H30 I [Edition 2] 
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GENERAL ASSEMBLY OF NORTH CAROLINA 
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HOUSE BILL 301 
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Short Title: Escheat Fund Modifications.-AB (Public) 

Sponsors: Representatives Collins, Ross, Tine, and Warren (Primary Sponsors) . 
For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site. 

Referred to: Pensions and Retirement. 

March 19, 2015 

A BILL TO BE ENTITLED 
AN ACT TO MODIFY INVESTMENT AUTHORIZED FOR SPECIAL FUNDS HELD BY 

THE STATE TREASURER, AS REQUESTED BY THE STATE TREASURER. 
The General Assembly of North Carolina enacts : 

SECTION I. G.S. 147-69.2(b) reads as rewritten: 
"(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated 

in subsection (a) of this section in excess of the amount required to meet the current needs and 
demands on such funds. The State Treasurer may invest the funds as provided in this 
subsection. If an investment was authorized by this subsection at the time the investment was 
made or contractually committed to be made, then that investment shall continue to be 
authorized by this subsection, and none of the percentage or other limitation on investments set 
forth in this subsection shall be construed to require the State Treasurer to subsequently dispose 
of the investment or fail to honor any contractual commitments as a result of changes in market 
values, ratings, or other investment qualifications. For purposes of computing market values on 
which percentage limitations on investments in this subsection are based, all investments shall 
be valued as of the last date of the most recent fiscal quarter. 

(12) It is the intent of the General Assembly that the Escheat Fund (i) provide a 
perpetual and sustainable source of funding for the purposes authorized by 
the State Constitution; and (ii) retain sufficient monies as corpus to allow the 
State Treasurer to prudently invest in long-term illiquid investments, 
including those with a North Carolina Nexus, in order to grow the amount of 
earnings available for scholarships over the long-term. Accordingly, the 
following provisions apply: 
a. With respect to assets of the Escheat Fund, in addition to those 

investments authorized by subdivisions (I) through ( 6) of this 
subsection, up to twenty percent (20%) of such assets may be 
invested in the investments authorized under subdivisions fA~ 
through f91(9a) of this subsection, notwithstanding the percentage 
limitations imposed on the Retirement Systems' investments under 
those subdivisions. 

~ The State Treasurer shall engage a third-party professional actuary or 
consultant to conduct a valuation and projection of the financial 
status of the Escheat Fund. The associated costs for the services may 
be directly charged to the Escheat Fund. The State Treasurer shall 

I I 
* H 3 0 1 - V -



l 
2 
3 
4 
5 
6 
7 
8 
9 

10 
I 1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

General Assembly of North Carolina Session 2015 

Page 2 

communicate the valuation of the actuary or consultant in an annual 
report to the Governor, the Speaker of the House of Representatives, 
the President Pro Tempore of the Senate, and the chairs of the 
respective appropriations and appropriate substantive committees of 
each chamber. The annual report shall evaluate claims by owners 
upon the Escheat Fund, current and projected investment returns, and 
projected contributions to the Escheat Fund. In the report, the State 
Treasurer shal I assess the status of utilizing the Escheat Fund as an 
endowment fund and shall recommend an annual amount available 
for the funding of scholarships, loans, and grants from the Fund. The 
annual report shall be presented no later than December 31 of each 
year. 

f,. The State Treasurer may invest, in addition to those investments 
authorized by subdivision ( 12) of this subsection, up to ten percent 
(10%) of the net assets of the Escheat Fund in businesses with a 
material nexus with this State; provided that such investments are of 
an asset class and structure authorized for the Retirement System 
under subdivisions {6c) through {9a) of this subsection. 

~ The State Treasurer shall discharge his or her investment duties with 
respect to the Escheat Fund consistent with the provisions of 
G.S. 36E-3 . When considering the factors stated in 
G.S. 36E-3(e)( 1 )g., the State Treasurer may presume that the General 
Assembly will fund scholarships, loans, and grants from the Escheat 
Fund in the amount recommended in the annual report." 

SECTION 2. This act is effective when it becomes law. 

H30 I [Edition I] 



JANET COWELL 
TREASURER 

NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
UNCLAIMED PROPERTY I ESCHEATS DIVISION 

Brenda D. Williams 
Deputy Treasurer 

HB 301 - Escheat Fund Modifications (Agency Bill) 
Bill Summary 
The legislation makes changes to the statutes governing investment of the Esch eat Fund that would treat the Fund 
more like an educational endowment. Under the endowment model , the Escheat Fund could be invested in higher­
performing illiquid investments, in ways that would ultimately protect the corpus of the Fund and allow scholarships 
for needy and deserving students to be funded from the investment returns. The bill also makes changes to how the 
monies in the Escheat Fund can be invested by the Treasurer. 

SECTION ONE: 
Intention to Grow the Corpus of the Escheat Fund 
This section states an intention of the General Assembly that the Esch eat Fund should become a sustainable source of 
funding for purposes authorized by the state constitution, namely, providing scho larships for deserving and needy 
students. In order to do this, it is the intent of the General Assembly to allow the corpus of the Fund to grow and for 
some of these monies to be invested in longer-term investments that provide a higher return. Currently, the Fund is 
invested primarily in highly liquid but low-yielding investments. 

Investment Clarification 
This section makes changes that clarify the Treasurer's existing authority to invest up to 20% of the Fund outside of 
low-yie lding bonds. This 20% authority is based on the guidelines in G.S. 147-69.2(b) that apply to similar 
investments in the North Carolina Retirement Systems, but the cross-reference in the Escheat Fund was not updated in 
2009 when the Retirement Systems' guidelines were updated to add G.S. 147-69.2(b)(6c) (credit strategies) and 147-
69 .2(b )(9a) (inflation protection). 

Independent Valuation of the Fund 
Higher-returning investments have been a diminishing portion of the Escheat Fund over time because of the need for 
liquidity given large allocations of Fund corpus. This sect ion directs the Treasurer to engage a third party actuary to 
conduct a valuation of the Fund and provide projections of its financial status and future growth. The valuation shall 
include an assessment of how growing the Fund as an "endowment fund" is proceeding and make recommendations to 
the General Assembly as to the amount available for student scholarships consistent with that goal. 

Investments in North Carolina 
This sect ion al lows the Treasurer to invest up to an additional I 0% of the net assets of the Fund in businesses with a 
material nexus in North Carolina. Any material nexus investment would have to be of an asset class authorized for the 
North Carolina Retirement Systems. 

Standard of Care 
This section specifies the standard of fiduciary care that must be followed in discharging her investment duties with 
respect to the Escheat Fund. These are spelled out in G.S. 36E-3, part of the Uniform Prudent Management of 
Institutional Funds Act. The section also states that the Treasurer may make investment decisions with the 
presumption that the General Assembly will Fund student scholarships in amounts recommended by the actuarial 
study. 

SECTION TWO: Effective Date 
This act is effective when it becomes law. 
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HOUSE BILL 301: 

This Bill Analysis 
reflects the contents 
of the bill as it was 

presented in 
committee. 

Escheat Fund Modifications.-AB 
2015-2016 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Reps . Collins, Ross, Tine, Warren 
PCS to First Edition 
H301-CSSH-13 

Date: April 13, 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bill 301 amends the State Treasurer's investment authority for the Escheat 
Fund, at the request of the State Treasurer. 

The PCS makes two technical changes to correct capitalization and to correct a statutory reference. 

CURRENT LAW: 
North Carolina Constitution, Article IX, Section 10. Escheats: 

(I) Escheats prior to July I, 1971. All property that prior to July 1, 1971 , accrued to the State 
from escheats, unclaimed dividends, or distributive shares of the estates of deceased persons shall be 
appropriated to the use of The University of North Carolina. 

(2) Escheats after June 30, 1971. All property that, after June 30, 1971 , shall accrue to the State 
from escheats, unclaimed dividends, or distributive shares of the estates of deceased persons shall be 
used to aid worthy and needy students who are residents of this State and are enrolled in public 
institutions of higher education in this State. The method, amount, and type of distribution shall be 
prescribed by law. 

§ 1168-5 requires all property escheated or abandoned to be paid into the Escheat Fund and 
administered by the Treasurer. 

§ 1168-6 outlines criteria with regard to managing the Escheat Fund and Escheat Account. In 
particular, this statute includes subsection (b) pertaining to Investment and Transfer of Assets and 
Income; subsection (e) pertaining to Use of Excess Funds; subsection (f) pertaining to Refund Reserve; 
subsection (g) pertaining to Additional Funds for Refunds; and subsection (h) pertaining to 
Expenditures. 

§ 147-69.2 authorizes investments for special funds , including the Escheat Fund. 

§ 36E-3 pertains to the standard of conduct in managing and investing institutional funds . 
§ 36E-3 (e)(l)g. requires the needs of the institution and the fund to make distributions and to preserve 
capital to be considered when managing and investing an institutional fund. 

BILL ANALYSIS: House Bill 301 , as requested by the State Treasurer, amends G.S. 147-69.2(b)(l2) 
pertaining to investments authorized for the Escheat Fund. The new language provides that it is the 
intent of the General Assembly that the Escheat Fund : ( i) provide a perpetual and sustainable source of 
funding; and (ii) retain sufficient monies to allow the State Treasurer to invest in long-term illiquid 
investments, including those with a North Carolina nexus, in an effort to grow the amount available for 
scholarships. 

The bill moves prior statutory language in G.S. 147-69.2(b)(12) to a new sub-subdivis ion (a) which 
currently allows up to 20% of the assets to be invested in certain authorized investments . The bill 
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expands investment options to include opportunistic fixed income (6c) and inflation sensitive (9a) 
investments. 

G.S. 147-69.2(b)(l2)(b) is new language requiring the State Treasurer to engage a third-party 
professional actuary or consultant to conduct a valuation and projection of the financial status of the 
Escheat Fund and to allow the associated costs for the services to be directly charged to the Fund. No 
later than December 31st each year, the State Treasurer is required to communicate the valuation in an 
annual report to the Governor, Speaker of the House of Representatives, President Pro Tempore of the 
Senate, and respective committees of each chamber. The report must evaluate claims by owners; current 
and projected investment returns; projected contributions; the State Treasurer's assessment of the status 
of utilizing the Escheat Fund as an endowment fund; and a recommendation on the annual amount 
available for the funding of scholarships, loans, and grants. 

G.S . 147-69.2(b)(12)(c) is new language authorizing the State Treasurer to invest up to 10% of the net 
assets of the Escheat Fund in businesses with a material nexus with the State provided that the 
investments are in an asset class and structure authorized for the Retirement System under subdivisions 
(6c) through (9a) of the subsection. Sub-subdivision (a) includes these same authorized investments, but 
those are not required to have a material nexus with the State. Overall , up to 30% may be invested in 
these authorized investment categories . 

Finally, G.S. 147-69.2(b)(12)(d) of the bill requires the State Treasurer to discharge his or her 
investment duties for the Escheat Fund consistent with the provisions of G .S. 36£-3 which require a 
certain standard of conduct for managing an institutional fund. When considering the factors in G.S. 
36E-3( e )( 1 )g, the State Treasurer may presume that the General Assembly will fund scholarships, loans, 
and grants from the Escheat Fund in the amount recommended in the annual report. 

EFFECTIVE DA TE: This bill would become effective when it becomes law. 
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Short Title: Probation/Parole Officers Retirement. (Public) 

Sponsors: Representatives McNeill, Faircloth, Boles, and Hurley (Primary Sponsors). 
For a complete list qfSponsors, refer to the North Carolina General Assembly Web Site. 

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

April 6, 2015 

A BILL TO BE ENTITLED 
AN ACT TO ENHANCE THE BENEFITS OF PROBATION/PAROLE OFFICERS WHO 

ARE MEMBERS OF THE TEACHERS' AND STATE EMPLOYEES' RETIREMENT 
SYSTEM. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 135-1 reads as rewritten: 

"§ 135-1. Definitions. 
The following words and phrases as used in this Chapter, unless a different meaning is 

plainly required by the context, shall have the following meanings: 

(11 c) "Law-Enforcement Officer" means a full-time paid employee of an employer 
who is actively serving in a position with assigned primary duties and 
responsibilities for prevention and detection of crime or the general 
enforcement of the criminal laws of the State of No1ih Carolina or serving 
civil processes, and who possesses the power of arrest by virtue of an oath 
administered under the authority of the State. "Law"'Enforcement Officer" 
also means a probation/parole officer as defined in this section with respect 
to anv service rendered on or after July L 2015. 

Qh} "Probation/Parole Officer" shall mean a full-time paid emplovee of the 
Division of Adult Correction of the Department of Public Safety whose 
duties include supervising. evaluating, or otherwise instructing offenders 
who have been placed on probation. parole. post-release supervision, or have 
been assigned to anv other community-based program operated bv the 
Division of Adult Correction. 

II 

SECTION 2. This act becomes effective July 1, 2015, and applies to persons 
retiring on or after that date. 

1111 II II I 
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HOUSE BILL 555: 
Probation/Parole Officers Retirement 

2015-2016 General Assembly 

Committee: House Pensions and Retirement, if favorable, 
Appropriations 

Introduced by: Reps. McNeil! , Faircloth, Boles, Hurley 
Analysis of: First Edition 

Date: April 13 , 2015 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: House Bill 555 amends the Teachers' and State Employees' Retirement System 
(TSERS) definition of "Law Enforcement Officer" to also mean a ''probation/parole officer" which 
increases or enhances the benefits for probation/parole officers. 

BILL ANALYSIS: 

House Bill 555 amends the definition section of the Teachers' and State Employees' Retirement System 
(TSERS) statutes to provide a definition of "Probation/Parole Officer." 

A "probation/parole officer" is defined as a full-time paid employee of the Division of Adult Correction 
of the Department of Public Safety whose duties include supervising, evaluating, or otherwise 
instructing offenders who have been placed on probation, parole, post-release supervision, or have been 
assigned to any other community-based program operated by the Division of Adult Correction. 

The bill also amends the definition of "law enforcement officer" to include probation/parole officers as 
defined in G.S. 135-1 with respect to service rendered on or after July 1, 2015. 

By defining probation/parole officers as "law enforcement officers," the bill provides or enhances the 
following benefits: 

• Service Retirement (Unreduced Benefits) at age 55 with 5 years creditable service versus age 65 
with 5 years creditable service or age 60 with 25 years creditable service. 

• Early Retirement (Reduced Benefits) at age 50 with 15 years creditable service versus age 50 
with 20 years creditable service or age 60 with 5 years creditable service. 

• Provides a Separation Allowance 

• Provides a Separate Insurance Benefits Plan 

• Survivor's Alternate Benefit with 20 years, regardless of age, or age 50 with 15 years, or age 55 
with 5 years, or 15 years of creditable service if ki lied in I ine of duty versus 20 years regardless 
of age, or age 60 with 5 years 

EFFECTIVE DATE: This bill would become effective July l, 2015, and apply to persons retiring on 
or after that date. 

0. Walker Reagan 
Director 

Research Division 
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Legislative Reffi~ment Note 

House Bill 555 (First Edition) 

Probation/Parole Officers Retirement. 

Representatives McNeil! , Faircloth, Boles, and Hurley 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts 

SYSTEM OR PROGRAM AFFECTED: Teachers ' and State Employees ' Retirement 
System (TSERS), Separate Insurance Benefits Plan (SIBP), special separation allowance. 

BILL SUMMARY: House Bill 555 (First Edition) defines a probation/parole officer for 
retirement benefit purposes and changes the definition of law-enforcement officer in G.S. 135-
1 ( 11 c) to include probation/parole officers with respect to service rendered on or after July 1, 
2015 . Changing the definition of law-enforcement officer has the fol lowing impacts in other areas 
of the General Statutes: 

• G.S. 135-5(bl 9) says "A member who is a law enforcement officer" will be eligible for 
unreduced retirement at age 55 with 5 years of service as a law-enforcement officer or 
reduced retirement at age 50 with 15 years of service as a law-enforcement officer. 
Because G.S. 135-5 is in the same chapter as G.S. 135-1(1 lc), changing the definition of 
law-enforcement officer extends those retirement age provisions to probation/parole 
officers. 

• G.S. 143-166.41(a) says that the separation allowance is available to "every sworn law­
enforcement officer as defined by G.S . 135-1 ( 11 c) . .. ". By changing the definition in G.S . 
135-1 (11 c ), the bill causes probation/parole officers to start earning service toward the 
separation allowance . 

• G.S. 143-166.60 says that the SIBP is established for "all law enforcement officers, as 
defined in G.S. 135-1(1 lc) ... " By changing the definition in G.S . 135-1(1 lc), the bill 
makes probation/parole officers eligible for the SJBP. 

The bill does not change the definition of law enforcement officer in G.S. 143-166.30(a)(4). That 
is the definition that applies to the NC 40 I (k) Plan. Thus, the bill does not extend the law­
enforcement 40 I (k) benefits to probation/parole officers. 

Because the bill only changes the definition of law-enforcement officer with respect to service 
rendered on or after July I, 2015, most probation/parole officers would have to work for at least 
five more years to be eligible to retire at a different age or receive the separation allowance. 

EFFECTIVE DATE: July 1, 2015 

House Bill 555 (First Edition) 



ESTIMATED IMPACT ON STATE: 
Buck Consultants, the actuary for the Retirement System, estimates that the change to the TSERS 
retirement ages will result in an increase in the annual required contribution of0.02% of payroll , or 
$2.0 million from the General Fund. Buck estimates an increase in the SIBP liability of $0. l 
million , which would not eliminate the surplus in the SIBP. Buck also estimated negligible 
decreases in the contributions and/or liability for the Disability Income Plan and Death Benefit 
Plan due to the expected change in retirement patterns . 

Hartman & Associates, the actuary for the General Assembly, estimates that the change to the 
TSERS retirement ages will result in an increase in the annual required contribution of 1.39% of 
the probation/parole officer payroll , or roughly $1.0 million . Hartman & Associates estimates an 
increase in the SIBP liability of $0.2 million, which would not eliminate the surplus in the SIBP. 

The actuaries estimated the following cash flow impact due to the additional separation 
allowances: 

Year Buck Consultants Hartman & Associates 
FY 2015-16 $0 $0 
FY 2016-17 $0 $0 
FY2017-18 $0 $0 
FY 2018-19 $0 $0 
FY 2019-20 $0 $0 
FY 2020-21 $10,000 $8,209 
FY 2021-22 $32,000 $25 ,463 
FY 2022-23 $57,000 $50, 182 
FY 2023-24 $96,000 $91 ,250 
FY 2024-25 $143 ,000 $145 ,794 

ASSUMPTIONS AND METHODOLOGY: 

A listing of current probation/parole officers was obtained from the Department of Public 
Safety containing a total of 1,761 officers with a total payroll of $69 million. The Department 
also stated that it was close to hiring an additional 80 officers. 

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, 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31 /2013 unless otherwise noted, M = millions) 
TSERS SIBP 

Active Members 
Count 310,370 23,840 
General Fund Compensation $9,914M $190M 
Average Age 45 39 
Average Service 10.6 11.3 

House Bill 555 (First Edition) 2 



Inactive Members 
Count 125,513 NIA 

Retired Members 
Count 187,448 NIA 
Annual Benefits $3 ,871M $0.5M paid out 
Average Age 70 NIA' 
New Retirees During 2014 11 ,500 NIA 

Financial Statistics ( as of 12/31/2013 unless otherwise noted, M =millions) 
TSERS SIBP 

Accrued Liability (AL) $65,806M $23M (total liability) 
Actuarial Value of Assets (AVA) $62,364M $80M * 
Market Value of Assets (MVA) $62,789M $80M * 
Unfunded Accrued Liability (AL - $3,442M ($57M) 
AVA) 
Funded Status (AVA / AL) 95% 343% 
Annual Required Contribution (ARC) 8.69% 0% 
for FY 2015-16 (as % of pay) 
Assumed Rate of Investment Return 7.25% 5.75% 
Salary Increase Assumption (includes 4.25% - 9.10% NIA 
3.50% inflation and productivity) 
Cost Method Entry Age Normal NIA 
Amorti zation 12 year, closed, NIA 

flat $ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mortality improvement with scale AA 
* The 2013 Appropriations Act amended G.S. 143-166.60 to allow the assets of the 
SIBP to be used to pay employer health insurance contributions for law enforcement 
officers. Expected payments for this purpose total roughly $33M over the 2013-2015 
biennium. 

Benefit Provisions 
TSERS SIBP SeQaration 

Allowance 
Formula 1.82% x Service $5,000 for actives; 0.85% x Service x 

x 4 Year Avg $4,000 for retirees; Final Base Pay 
Pay $2,100 additional for 

I ine-of-duty deaths 
Unreduced Any/30; 60/25 ; Retirees must have 20 Any/30; 55/5; the 
retirement 65 (55 for or more years of greater of 5 years 
age/service LE0)/5 service to qualify or 50% of the total 

must be as a LEO 
Employee 6% of pay None None 
contribution 

House Bill 555 (First Edition) 3 



Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide . 

SOURCES OF DAT A: 

Buck Consultants, " Probation/Parole Officers Retirement (House Bill 555)", April 10, 2015, 
original of which is on file in the General Assembly ' s Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 555: An Act to Enhance the Benefits of Probation/Parole 
Officers Who Are Members of the TSERS", April 8, 2015 , original of which is on file in the 
General Assembly ' s Fiscal Research Division. 

TECHNICAL CONS ID ERA TIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives . 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

David Vanderweide 

DATE: April 13, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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Short Title: Sheriffs' Supp. Pension Fund Changes. (Public) 

Sponsors: 

Referred to: 

March 30, 2015 

A BILL TO BE ENTITLED 
AN ACT TO INCREASE THE PORTION OF COURT COSTS USED FOR THE SHERIFFS' 

SUPPLEMENTAL PENSION FUND AND TO ALLOW UNUSED SICK LEAVE 
UNDER THE LOCAL GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM TO 
BE APPLIED AS ELIGIBLE SERVICE IN THE SHERIFFS' SUPPLEMENTAL 
PENSION FUND. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 7 A-304(a) reads as rewritten: 

"(a) In every criminal case in the superior or district court, wherein the defendant is 
convicted, or enters a plea of guilty or nolo contendere, or when costs are assessed against the 
prosecuting witness, the following costs shall be assessed and collected. No costs may be 
assessed when a case is dismissed. Only upon entry of a written order, supported by findings of 
fact and conclusions of law, determining that there is just cause, the court may (i) waive costs 
assessed under this section or (ii) waive or reduce costs assessed under subdivision (7), (8), 
(8a), (11 ), (12), or (13) of this section. 

(3a) For the supplemental pension benefits of sheriffs, the sum of one dollar 
t\\'enty five eents ($1.25) two dollars fifty cents ($2.50) to be remitted to the 
Department of Justice and administered under the provisions of Article 12H 
of Chapter 143 of the General Statutes. 

II 

SECTION 2. G.S. 143-166.84 is amended by adding a new subsection to read : 
"ill For purposes of this Article, the term "eligible service as sheriff' means membership 

service rendered since the person became sheriff, and if the person has sick leave standing to 
his or her credit accrued as a member of the Local Governmental Employees' Retirement 
System and after notification to the Retirement Systems Division by the Department of Justice 
elects to have all of that sick leave applied to service under this Article instead of service in that 
System, one month of credit for each 20 days or portion thereof, but not less than one hour, and 
subject to all the requirements and restrictions of G.S. I 28-26(e)." 

SECTION 3.(a) Section I of this act becomes effective July I , 2015 , and applies to 
court costs imposed or collected on or after that date, except that in misdemeanor cases 
disposed of on or after that date by written appearance, waiver of trial or hearing, and plea of 
guilty or admission of responsibility pursuant to G.S. 7A-180(4) or G.S. 7A-273(2) in which 
the citation or other criminal process was issued before that date, the cost shall be the lesser of 
the cost specified in G.S. 7 A-304(a), as amended by this act, or the cost specified in the notice 

11 I 11 1 II 1111 
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I portion of the defendant's or respondent's copy of the citation or other criminal process, if any 
2 costs are specified in that notice. 
3 SECTION 3.(b) Section 2 of this act becomes effective July I , 2015, and expires 
4 January31 , 2019. 
5 SECTION 3.(c) The remainder of the act is effective when it becomes Jaw. 
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Short Title: Increase Sheriffs' Supp. Pension Court Cost. (Public) 

Sponsors: Representatives McNeill , Presnell, Shepard, and Waddell (Primary Sponsors). 
For a complete list of Sponsors, ref er to the North Carolina General Assembly Web Site. 

Referred to : Pensions and Retirement, if favorable , Finance. 

March 30, 2015 

A BILL TO BE ENTITLED 
AN ACT TO INCREASE THE PORTION OF COURT COSTS USED FOR THE SHERIFFS' 

SUPPLEMENTAL PENSION FUND. 
The General Assembly ofNorth Carolina enacts: 

SECTION l. G.S. 7A-304(a) reads as rewritten: 
"(a) In every criminal case in the superior or district court, wherein the defendant is 

convicted, or enters a plea of guilty or nolo contendere, or when costs are assessed against the 
prosecuting witness, the following costs shall be assessed and collected. No costs may be 
assessed when a case is dismissed . Only upon entry of a written order, supported by findings of 
fact and conclusions of law, determining that there is just cause, the court may (i) waive costs 
assessed under this section or (ii) waive or reduce costs assessed under subdivision (7), (8), 
(8a), (11), (12), or (13) of this section. 

(3a) For the supplemental pension benefits of sheriffs, the sum of one dollar 
twenty five cents ($1 .25) two dollars fifty cents ($2 50) to be remitted to the 
Department of Justice and administered under the provisions of Article 12H 
of Chapter 143 of the General Statutes. 

ti 

SECTION 2. This act becomes effective July 1, 2015, and applies to court costs 
imposed or collected on or after that date, except that in misdemeanor cases disposed of on or 
after that date by written appearance, waiver of trial or hearing, and plea of guilty or admission 
of responsibility pursuant to G.S. 7A-180(4) or G.S. 7A-273(2) in which the citation or other 
criminal process was issued before that date, the cost shall be the lesser of the cost specified in 
G.S. 7A-304(a), as amended by this act, or the cost specified in the notice portion of the 
defendant's or respondent's copy of the citation or other criminal process, if any costs are 
specified in that notice. 

I I 
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HOUSE BILL 385: 
Increase Sheriffs' Supp. Pension Court Cost 

2015-2016 General Assembly 

Committee: 

Introduced by: 
Analysis of: 

House Pensions and Retirement, if favorable , 
Finance 
Reps. McNeil! , Presnell , Shepard, Waddell 
PCS to First Edition 
H385-CSSH-l 7 

Date: April 13, 2015 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: The PCS for House Bill 385 increases from $1.25 to $2.50 the portion of court costs 
used to fund supplemental pension benefits for sheriffs in the Sheriffs' Supplemental Pension Fund 
and allows unused sick leave in the Local Governmental Employees' Retirement System (LGERS) to 
be applied as eligible service in the Sheriffs' Supplemental Pension Fund. 

(The PCS combines the original content of HB 385 and amended content from HB 331.) 

CURRENT LAW: 

G.S. 7 A-304(a)(3a) provides $1.25 from court costs collected in criminal cases to be used to fund the 
supplemental pension benefits for sheriffs. 

G.S. 7 A-180( 4) prov ides that the clerk of superior court in district court matters has the power to accept 
written appearances, waivers of trial or hearing and pleas of guilty or admissions of responsibility for 
certain types of offenses in accordance with schedules of offenses promulgated by the Conference of 
Chief District Judges and to enter judgment and collect the fine or penalty and costs. 

G.S. 7 A-273(2) provides that in misdemeanor or infraction cases involving certain alcohol offenses, 
traffic offenses, hunting, fishing, State park and recreation area rule offenses, boating offenses, certain 
burning offenses and littering offenses the magistrate has power to accept written appearances, waivers 
of trial or hearing and pleas of guilty or admissions of responsibility, in accordance with the schedule of 
offenses and fines or penalties promulgated by the Conference of Chief District Judges, and to enter 
judgment and collect the fines or penalties or costs . 

Article 12H of Chapter 143 provides the Sheriffs' Supplemental Pension Fund. As described in G.S. 
143-166.8, the Fund provides supplemental pension benefits for all county sheriffs who are retired from 
the Local Governmental Employees' Retirement System (LGERS), or an equivalent locally sponsored 
plan. The Sheriffs' Supplemental Pension Fund (SSPF) is administered by the NC Department of Justice, 
Sheriffs' Standards Division. 

G.S. 128-26(e) outlines creditable service in the LGERS, including creditable service for unused sick 
leave. 

BILL ANALYSIS: Section 1 of the bill amends G.S. 7 A-304(a) which provides for the assessment, 
collection, and distribution of costs in criminal cases. The bill increases from $1.25 to $2.50 the amount 
that is remitted to the Department of Justice to administer the Sheriffs' Supplemental Pension Fund. 

Section 2 of the bill amends G.S. 143-166.84 which outlines eligibility in the Sheriffs' Supplemental 
Pension Fund (SSPF). The bill provides a new subsection specifying that "eligible service as a sheriff' 
means membership service rendered since the person became sheriff, and if the person has sick leave 
standing to his or her credit accrued as a member of the LGERS and following notification to the 

0. Walker Reagan 
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Retirement Systems Division by the Department of Justice elects to have all of that sick leave applied to 
service in the SSPF instead of the LGERS, one month of credit for each 20 days or portion thereof, but 
not less than one hour, and is subject to all the requirements and restrictions of G.S. 128-26(e). 

EFFECTIVE DATE: Section 3(a) contains the effective date of Section I of the bill pertaining to 
court costs. Section I of the bill would become effective July I, 2015 , and applies to court costs 
imposed or collected on or after that date, except that in misdemeanor cases disposed of on or after that 
date by written appearance, waiver of trial or hearing, and plea of guilty or admission of responsibility 
pursuant to G.S. 7 A-180( 4) or G.S. 7 A-273(2) in which the citation or other criminal process was issued 
before that date, the cost shall be the lesser of the cost specified in G.S. 7 A-304(a), as amended by this 
act, or the cost specified in the notice portion of the defendant's or respondent's copy of the citation or 
other criminal process, if any costs are specified in that notice. 

Section 3(b) contains the effective date of Section 2 of the bill pertaining to unused sick leave. Section 
2 of the bill becomes effective July I, 2015 , and expires January 31 , 2019. 

Section 3(c) provides that the remainder of the act is effective when it becomes law. 

BACKGROUND: The Sheriffs' Supplemental Pension Fund (SSPF) is administered by the NC 
Department of Justice, Sheriffs' Standards Division. The SSPF is funded by criminal court costs 
assessed and collected under G.S. 7 A-304(a)(3a) which requires $1.25 to be remitted for supplemental 
pension benefits for sheriffs. Benefits are based on the Fund's assets. According to the 2013 Annual 
Report from the Sheriffs' Supplemental Pension Program, the total available assets are divided into equal 
shares and disbursed as monthly payments. 

Information supplied by David Vanderweide, Fiscal Research Division, includes the fact that because 
this system is based on shares and funded from court costs, it is different from a defined benefit. As the 
number of individuals eligible for benefits increases, so does the number of shares, which decreases the 
value of each share. The share value for 2013 was $748.58. Thus, each additional year of service 
provides an annual benefit of $748.58. If a local government awarded 12 days per year of sick leave 
and an employee never used sick leave, then an employee retiring with 30 years of service would have 
18 months of sick leave credit ( 12 x 30 / 20 = 18). Additionally, the extra benefit due to using a year of 
sick leave in LGERS, assuming you are otherwise eligible to retire, is 1.85% x Average Final 
Compensation (AFC). At an AFC of $40,000, that is $740 per month and at an AFC of $150,000, it is 
$2,775 per month . 

David Vanderweide, Fiscal Analyst, Fiscal Research Division, contributed to this summary. 
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Legislative 

House Bill 385 (First Edition) 

Increase Sheriffs' Supp. Pension Court Cost. 

Representatives McNeill , Presnell , Shepard, and Waddell 

P' Yes 

FISCAL IMPACT 
($ in millions) 

· No Estimate Available 

FV 2015-16 FV 2016-17 FV 2017-18 FV 2018-19 

},tate}111p11ct 
General Fund Revenues: 

General Fund Expe nditures 

Special Fund Revenues: 

Sp~~ialX~~~ ~~pen1it,ores 

State Positions: 

NET STATE IMPACT 

.......... $0.9 
$0.9 

$0.9 $0.9 

PRINCWAL DEPARTMENT(S) & PROGRAM(S) AFFECTED: 
Department of Justice, Administrative Office of the Courts 

EFFECTIVE DATE: July I, 2015 

TECHNICAL CONSIDERATIONS: 
None 

FISCAL SUMMARY: 

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

$0.9 $0.9 

FV 2019-20 

············109 

$0.9 

The bill doubles the court cost fee for the supplemental pension benefits of sheriffs from $1.25 to 
$2.50. In FY 2013-14, the amount collected under G.S. 7A-304(3a) was $903,256. Assuming 
similar collections in FY 2015-16, this bill would double the total amount collected to $1 ,806,512. 

BILL SUMMARY: 
The bill amends G.S. 7A-304(a)(3a), which provides that when a defendant is convicted or enters a 
plea of guilty or nolo contendere or when costs are assessed against the prosecuting witness in the 
superior or district court, the court cost fee assessed for the supplemental pension benefits of 
sheriffs will increase to $2.50 from the current amount of$ l.25 . This bill is effective on July 1, 
2015 and applies to court costs imposed or collected on or after that date . The bill provides for an 
exception for misdemeanor cases disposed of on or after that date by written appearance, waiver of 
trial or hearing, or plea of guilty or admission of responsibility in specified circumstances. 

The supplemental pension benefits of sheriffs are defined in Section 12H of Chapter 143 of the 
General Statutes to be equal to one share for each full year of eligible service as a sheriff 
multiplied by each recipient ' s years of service as a sheriff, subject to the following limitations: 

House Bill 385 (First Edition) 



a) When combined with the initial benefit from the Local Governmental Employees ' 
Retirement System, the benefit cannot exceed 75% of the recipient ' s salary immediately 
preceding retirement. 

b) No benefit may exceed $1 ,500 per month . 

The value of each share is based on the amount available to be dispersed, which is largely 
determined by the amount paid in court costs . Thus, by doubling collected court costs, this bill 
will significantly increase supplemental pensions to sheriffs, in some cases roughly doubling the 
amount they receive . 

ASSUMPTIONS AND METHODOLOGY: 
This bil I doubles the court cost fee for the supplemental pension benefits of sheriffs from $1.25 to 
$2 .50. The courts currently combine the court cost fees in G.S. 7A-304(a)(3) and (3a) for a 
combined law enforcement officer retirement and insurance court cost of $7.50. G.S. 7 A-304(a)(3) 
directs that $6.25 of this amount shall be remitted to the State Treasurer for varying costs related to 
the retirement and insurance of law enforcement officers . G.S . 7A-304(3a) directs that the funds 
collected under this provision, which this bill raises from $1 .25 to $2.50, shall be remitted to the 
Department of Justice and administered under the provisions of Article 12H of Chapter 143 of the 
General Statutes. 

In FY 2013-14, the amount collected under G.S. 7A-304(3a) was $903 ,256 . Assuming similar 
collections in FY 2015-16, this bill would double that amount to $1 ,806,512 . Adding $1.25 to 
criminal court costs would increase the total court costs to the amounts shown below. 

Type of Court Case 

District Court Infraction 

District Court Infraction - Chapter 20 Offense 

District Court Misdemeanor 

District Court Misdemeanor - Chapter 20 Offense 

Superior Court without First Appearance in District Court 

Superior Court without First Appearance in District Court - Chapter 20 Offense 

Superior Court with First Appearance in District Court 

Superior Court with First Appearance in District Court - Chapter 20 Offense 

Superior Court Infraction Appealed from District Court for Trial De Novo 

Superior Court Infracti.on Appealed from District Court for Trial De Novo -
Chapter 20 Offense 

Superior Court Misdemeanor Appealed from District Court for Trial De Novo 

Superior Court Misdemeanor Appealed from District Court for Trial De Novo -
Chapter 20 Offense 

House Bill 385 (First Edition) 

Total Cost 

$179.25 

$189.25 

$181.25 

$191.25 

$206.25 

$216.25 

$335 .75 

$345 .75 

$369.75 

$389.75 

$373.75 

$393 .75 

2 



SOURCES OF DATA : Department of Justice; Administrative Office of the Courts; Fiscal 
Research Division. 

TECHNICAL CONSIDERATIONS: None 

FISCAL RESEARCH DIVISION: (919) 733-4910 

PREPARED BY: William Childs and David Vanderweide 

APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Division 

DATE: April 10, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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Short Title: Sheriffs' Supp. Pension Fund/Sick Leave. (Public) 

Sponsors: Representatives Saine and Setzer (Primary Sponsors). 
For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site. 

Referred to: Pensions and Retirement. 

March 24, 2015 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW UNUSED SICK LEAVE UNDER THE LOCAL GOVERNMENTAL 
3 EMPLOYEES' RETIREMENT SYSTEM TO BE APPLIED AS ELIGIBLE SERVICE IN 
4 THE SHERIFFS' SUPPLEMENTAL PENSION FUND. 
5 The General Assembly of North Carolina enacts: 
6 SECTION 1. G.S. 143-166.84 is amended by adding a new subsection to read : 
7 "w For purposes of this Article, the term "eligible service as sheriff' means membership 
8 service rendered since the person became sheriff, and if the person has sick leave standing to 
9 his or her credit accrued as a member of the Local Governmental Employees' Retirement 

10 System and elects to have all of that sick leave applied to service under this Article instead of 
11 service in that System, one month of credit for each 20 days or portion thereof, but not less than 
12 one hour, and subject to all the requirements and restrictions of G.S. 128-26(e)." 
13 SECTION 2. This act becomes effective July I , 2015 . 
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House Committee on Pensions and Retirement 
Tuesday, April 21, 2015 at 10:00 AM 

Room 425 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on April 21 , 2015 in Room 
425 of the Legislative Office Building. Representatives McNeill, Representative Michaux, 
Representative L. Bell , Representative, Representative Brown, Representative Elmore, 
Representative Gill , Representative Holley, Representative Hurley, Representative Langdon and 
Representative Waddell attended. 

Representative Stephen M. Ross, Chair, presided. The Chair introduced the sergeant at arms and 
pages to the committee. Representative Ross called Rep. McNeill and Representative Jason 
Saine to explain. HB 331 Sheriffs' Supp. Pension Fund/Sick Leave. (Representatives Saine, 
Setzer) and HB 385 Increase Sheriffs' Supp. Pension Court Cost. (Representatives 
McNeill, Presnell, Shepard, Waddell). A Proposed Committee Substitute was introduced by 
the bill sponsors and motioned by Representative Waddell, seconded by Representative 
Langdon. After a brief discussion, Representative Michaux motioned for an unfavorable to the 
original bill, favorable to the PCS, with a serial referral to the Finance Committee. 
Representative Holley seconded the motion . 

HB 616 Local Governmental Employees' Retirement. COLA was presented by 
Representative McNeill. Representative Langdon motioned for a favorable report with a serial 
referral to Appropriations. Representative Waddell seconded the motion. 

HB 276 Agency Participation Procedures Act of 2015.-AB was presented by Representatives 
Ross. Representative Ross submitted a Proposed Committee Substitute, which was motioned by 
Representative Langdon and seconded by Representative Gill. After a brief discussion, 
Representative Waddell moved for an unfavorable to the original bill and favorable to the PCS. 
The motion was seconded by Representative Gill. 

There being no further business, Representative Ross adjourned the meeting at 10:30AM. 

Respectfully submitted, 

Re resentative Stephen M. Ross, Chair 
Presiding 





ATTENDANCE 
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House Committee on Pensions and Retirement 
Tuesday, April 21, 2015, 10:00 AM 

425 Legislative Office Building 

AGENDA 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. 
HB 276 

HB 331 

HB 385 

HB 616 

Adjournment 

SHORT TITLE 
Agency Participation Procedures Act of 
2015 .-AB 

Sheriffs' Supp. Pension Fund/Sick 
Leave. 
Increase Sheriffs' Supp. Pension Court 
Cost. 

Local Governmental Employees' 
Retire. COLA. 

SPONSOR 
Representative Ross 
Representative Gill 
Representative Goodman 
Representative McNeill 
Representative Saine 
Representative Setzer 
Representative McNeill 
Representative Presnell 
Representative Shepard 
Representative Waddell 
Representative McNeill 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE AND RE-REFERRED 

HB 616 Local Governmental Employees Retire . COLA. 
Draft Number: None ---------, 
Serial Referral: APPROPRIATIONS 
Recommended Referral: None 
Long Title Amended : No 
Floor Manager: Ross 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL 

HB 276 Agency Participation Procedures Act of 2015.-AB 
Draft Number: H276-PCS20316-R0-4 
Serial Referral : None 
Recommended Referral: None 
Long Title Amended : No 
Floor Manager: Ross 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE-REFERRED 

HB 385 Increase Sheriffs Supp. Pension Court Cost. 
Draft Number: H385-PCS I 0348-SH-17 
~e'.r1alR~ferral; FlN C 
Recommended Referral: None 
Long Title Amended : Yes 
Floor Manager: Ross 

TOT AL REPORTED: 3 
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HOUSE BILL 276: 
Agency Participation Procedures Act of 2015. 

2015-2016 General Assembly 

Committee: House Pensions and Retirement Date: April 20, 2015 
Introduced by: Reps. Ross, Gill, Goodman, McNeill Prepared by: Karen Cochrane-Brown 

Committee Counsel Analysis of: PCS to First Edition 
H276-CSR0-4 

SUMMARY: The Proposed Committee Substitute for House Bill 276 does the following: 

• 

• 

• 

• 

• 

Creates a rew procedure for charter schools to participate in the Teachers' and State 
Employees' Retirement System. 

Directs the Fiscal Research Division to obtain estimate of withdrawal liabili(v for actuarial 
note on bills that remove an agency from the Retirement System. 

Establishes process and payment calculation for agencies withdrawing from the 
Retirement Systems. 

Establishe~ the priority for use of reserved funds in the event of dissolution of a charter 
school. 

Prohibits granting prior service to new agencies in the Local Governmental Employees 
Retirement System. 

BILL ANALYSIS: 

Section 1 of the bill creates a new procedure for charter schools to paiticipate in the Retirement System 
by removing the 30-day time limit for charter schools to elect to patticipate and authorizing the Board of 
Trustees to approve applications from charter schools. During the first year of operation, chatter schools 
may participate on a provisional basis. After the first year, participation by all charter schools must be 
approved by the Board of Trustees based on the results of an actuarial and a financial review. 

Section 2 of the bill a~ends the law governing actuarial notes prepared by the Fiscal Research Division 
in connection with bills that affect a public retirement system. This section directs the Fiscal Research 
Division to obtain an estimate of cost of the withdrawal liability for any agency if the bill contemplates 
removing the agency as a participating employer in the Teachers' and State Employees' Retirement 
System or the Local Governmental Employees' Retirement System. 

Section 3 establishes t~e procedure and payment calculation for agencies withdrawing from the System. 
The employer must notify its employees and the Board of Trustees, in writing, of its intent to withdraw 
from the System and the employer must make a lump-sum withdrawal liability payment to the Board. 
The amount of the payfrent is the maximum of$ I 000 or an amount calculated using advice from the 
consulting actuary to reflect the employer's share of the System's unfunded accrued actuarial liability 

0. Walker Reagan 
Director 1111 II 11 11 II 11111111 11 
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plus a risk premium to cover the increased actuarial risks for the withdrawing employer's participants 
until all benefits due these paiticipants have been paid. This section adds new language to statutes 
governing both the TSERS and LGERS. 

Section 4 amends the governing dissolution of a chatter school to provide that in the event of a voluntary 
or involuntary dissolution of a charter school , the funds reserved for closure proceedings shall be applied 
to pay wages to employees, to funds owed to the Retirement System, and to funds owed to the State 
Health Plan, in that order. 

Section 5 amends the definition of "prior service" in the Local Governmental Employees' Retirement 
System to disallow service rendered for an employer prior to the time the employer began participation 
in the Retirement System if the employer's participation began on or after August I, 2015. 

Section 6 limits the requirement that during the first year of his or her employer's participation in the 
Retirement System, an employee must file a statement of all service rendered to the employer prior to 
the date of participation in the Retirement System, to employers that began participation in the System 
prior to November 1, 2015. 

EFFECTIVE DATE: This act becomes effective January 1, 2016. 
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HOUSE BILL 276 
PROPOSED COMMITTEE SUBSTITUTE H276-CSR0-4 [v.3] 

4/20/2015 5:34:18 PM 

Short Title: Agency Participation Procedures Act of 2015. 

Sponsors: 

Referred to: 

March 19, 2015 

1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT TO ENACT THE AGENCY PARTICIPATION PROCEDURES ACT OF 2015. 
3 The General Assembly of North Carolina enacts: 
4 SECTION 1. G.S. 135-5.3 reads as rewritten: 
5 "§ 135-5.3. Optional participation for charter schools operated by private nonprofit 
6 corporations. 
7 W The board of directors of each charter school operated by a private nonprofit 
8 corporation shall elect 1.vhether to become a participating employer in the Retirement System in 
9 accordance vi1ith this Article. This election shall be in 1,Hiting, shall be made no later than 30 

10 days after this section becomes law, and shall be filed with the Retirement System and 1,vith the 
11 State Board of Education. for each charter school employee who is employed on or before the 
12 date the board makes the election to participate, membership in the System is effectiYe as of the 
13 date the board makes the election to participate. For each charter school employee who is 
14 employed after the date the board makes the election, membership in the System is effective as 
15 of the date of that employee's entry into eligible service. This subsection applies only to charter 
16 schools that received State Board of Education approval under [former] G.S. 115C 238.29D in 
17 1997 or 1998. 
18 ~ No later than 30 days after both parties haYe signed the written charter under 
19 G.S. 115G 218 .15 , the board of directors of a charter school operated by a private nonprofit 
20 corporation shall elect 1,vhether to become a participating employer in the Retirement System in 
21 accordance with this Article. This election shall be in v.riting and filed with the Retirement 
22 System and ,,,·ith the State Board of Education and is effective for each charter school employee 
23 as of the date of that employee's entry into eligible service. This subsection applies to charter 
24 schools that receiYe State Board of Education approYal under [former] G.S. 1 15C ?38.29D [or 
25 G.S. 115G 218.5] after 1998. 
26 .iliU The board of directors of a charter school operated bv a private nonprofit 
27 corporation and that has received State Board of Education approval under G.S. J J SC-218.5 
28 may elect to become a participating emplover in the Retirement System in accordance with this 
29 Article. 
30 .(QZl A charter school desiring to participate in the Retirement System shall file with the 
31 Board of Trustees an application for participation on a form approved bv the Board of Trustees. 
32 In the application. the charter school shall agree to make the contributions required of 
33 participating emplovers, to deduct from the salaries of emplovees who may become members 
34 the contributions required of members under this Chapter. and to transmit the contributions to 
35 the Board of Trustees. The charter school shall also agree to make the employer's contributions 

11 111 1111 111 11 
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for the participation in the Retirement System of all emplovees entering the service of the 
em plover. after the charter school's participation begins. who shall become members. 

_(Q_J_} A charter school seeking to become a participating employer in the Retirement 
Svstem prior to the end of the initial vear of operation shall be granted provisional entry into 
the Retirement System for one year. Jn the event the employee or emplover contributions 
required under G.S. 135-8(f) of the General Statutes are not received by the date set by the 
board of Trustees, the Board of Trustees may revoke the charter school's provisional entrv into 
the Retirement System. One year after the charter school was granted provisional entrv into the 
Retirement System. the charter school shall undergo an actuarial and financial review as 
required bv the Board of Trustees. 

(b4) A charter school seeking to become a participating employer in the Retirement 
Svstem aster the end of the initial year of operation shall undergo an actuarial and financial 
review as required by the Board of Trustees prior to entry into the System. 
~ The actuarial review will result in an estimate of the amount of the withdrawal 

liability that wou ld be required under G.S. 135-8(i) of the General Statutes to cease 
participation in the System after 5 vears and the amount that would be required to cease 
participation after IO years. The cost of this actuarial review shall be paid by the charter school 
and shall not exceed two thousand five hundred dollars ($2.500). A chatter school that was 
granted provisional entry into the Retirement Svstem shall not be required to pay the cost of 
this actuarial review. and this cost may be classified as costs of administering investment 
programs under G.S. 147-69.3 of the General Statutes. 

ilifil The financial review will be based on financial statements and independent audit 
reports held by the Local Government Commission or functionally equivalent financial 
statements and independent audit repo1ts submitted to the Board of Trustees by the charter 
school. 

Dill The Board of Trustees may grant final approval of the application if it finds the 
following: 

ill 
ill 

ill 

The application meets the requirements set out in this A1ticle. 
All members of the board of directors of the charter school have signed a 
written statement acknowledging and accepting the estimate provided under 
subsection (b5) of this section and the provisions of G.S. 135-8(i). 
The chatter school has not been identified as inadequate by the State Board 
of Education as provided in G.S. l 15C-218.95(b). 
The charter school's most recent audited financial statements and 
independent audit report demonstrate that it is financially sound and can 
meet the financial obligations of participation in the Retirement System. 

.(Qfil Upon acceptance by the Board of Trustees of the application to become a 
participating employer. the charter school shall be a fully participating employer in the 
Retirement System. The Board mav make the final decision for acceptance of the application 
contingent upon the receipt of a financially sound independent audit report for the fiscal year 
ending prior to acceptance of the application. 

.(Q.2). For each charter school employee who is employed on or before the date the charter 
school is granted entry into the System, membership in the System is effective as of the date of 
entry. For each charter school emplovee who is emOployed after the date the charter school is 
granted entrv into the Svstem. membership in the System is effective as of the date of that 
emplovee's entry into eligible service. Provisional entry is considered entry into the System for 
the purpose of this subsection. 

(c) A charter school board's election to become a participating employer in the 
Retirement System under this section is irrevocable and shall require all eligible employees of 
the charter school to pa1ticipate. 
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1 (d) No retirement benefit, death benefit, or other benefit payable under the Retirement 
2 System shall be paid by the State of North Carolina or the Board of Trustees of the Teachers' 
3 and State Employees' Retirement System on account of employment with a charter school with 
4 respect to any employee, or with respect to any beneficiary of an employee, of a charter school 
5 whose board of directors does not elect to become that is not a participating employer in the 
6 Retirement System under this section. System. 
7 (e) The board of directors of each charter school shall notify each of its employees as to 
8 whether the board elected to become a participating employer in the Retirement System under 
9 this section. This notification shall be in writing and shall be provided within 30 days of the 

10 board's election or at the time an initial offer for employment is made, whichever occurs last. If 
11 the board did not elect to join the Retirement System, the notice shall include a statement that 
12 the employee shall have no legal recourse against the board or the State for any possible credit 
13 or reimbursement under the Retirement System. The employee shall provide written 
14 acknowledgment of the employee's receipt of the notification under th is subsection. 
15 ill The board of directors of a charter school may elect to cease participation in the 
16 Retirement System for all of its emplovees by following the procedure in G.S. 135-8(i) of the 
17 General Statutes." 
18 SECTION 2.(a). The catch-line of G.S. 120-114 reads as rewritten: 
19 "§ 120-114. Actuarial lffi-tes.notes; Retirement Svstem advisory letters and cost 
20 estimates." 
21 SECTION 2.(b). G.S. 120-114 is amended by adding a new subsection to read: 
22 "ill In addition to the other requirements of this section. if a bill or resolution 
23 contemplates removing a public agency as a participating employer from the Teacher's and 
24 State Employees' Retirement System or the Local Governmental Employees Retirement 
25 System. the Fiscal Research Division shall obtain an estimate of cost of the withdrawal liability 
26 the agency would owe under procedures established by the Boards of Trustees of the 
27 Retirement Systems." 
28 SECTION 3.(a) G.S. 135-8 is amended by adding a new subsection to read: 
29 "ill Procedure and Payment to Cease Participation. - Any employing unit that is 
30 allowed to cease participation in the Retirement System by the General Assembly or as 
31 otherwise provided in this Chapter. through its governing bodv. may declare its intent to 
32 withdraw completely from the Retirement System as follows: 
33 ill The emplover shall notify its employees and the Board of Trustees, in 
34 writing. of its action. An employer shall automatically be considered to have 
35 requested a complete withdrawal from the System the date the employer 
36 permanently ceases to employ active members. A withdrawing employer 
37 shall be required to make a lump-sum withdrawal liability payment to the 
38 Board of Trustees as provided by this section. 
39 ill Complete withdrawal by an employer shall be the first day of the month 
40 following the date the emplover ceases to employ active members or the first 
41 day of the month following 60 days from the date the Board receives the 
42 employer's written request to withdraw. However. the complete withdrawal 
43 date shall not occur before the withdrawal Jiabilitv is determined. as 
44 provided in subdivision (5) of this subsection. 
45 ill After complete withdrawal. all employees of the withdrawing employer shall 
46 be ineligible to accrue future benefits with the System due to employment 
47 with the withdrawing employer. The withdrawing emplover shall be 
48 ineligible to elect to become a participating emplover in the Retirement 
49 System, as provided in G.S. 135-5.3 of the General Statutes for 5 vears after 
50 its complete withdrawal date. 
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ill All active or inactive members of the employer shall be eligible for benefits 
accrued with the System up to the complete withdrawal date. However. no 
retirement allowance or return of accumulated contributions shall be paid 
until the member actually terminates employment and completely separates 
from active service with the withdrawing employer. and there is no intent or 
agreement, express or implied, to return to service with the withdrawing 
employer. 

ill On the date of complete withdrawal. the withdrawal liability of an employer 
is the maximum of one thousand dollars ($1,000) or the amount determined 
by a. multiplied bv the ratio of b. to c., as follows : 
a. The excess of the actuarial present value of the vested accrued 

benefits of the System's members over the market value of its assets, 
both as of the date of the last actuarial valuation adopted by the 
Board of Trustees prior to the complete withdrawal date based on the 
plan provisions and actuarial assumptions used in the last actuarial 
valuation adopted by the Board of Trustees prior to the complete 
withdrawal date. except the interest rate assumption shall be reduced 
by an amount determined bv the consulting actuary to reflect the 
increased investment. mortality and other actuarial risk for the 
exiting agency's participants. 

~ The total present value of accrued benefits of all active members of 
the withdrawing employer as of the last actuarial valuation adopted 
by the Board of Trustees prior to the complete withdrawal date. 

£.:. The total present value of accrued benefits of all active members of 
the Svstem as of the last actuarial valuation adopted by the Board of 
Trustees prior to the complete withdrawal date. 

(fil The actuarial costs to determine the amount described in subdivision (5) of 
this subsection shall be paid by the withdrawing employer. An employer that 
does not pay the lump-sum withdrawal liability payment described in 
subdivision (5) of this subsection and the actuarial costs to determine this 
withdrawal liability within 90 days of the complete withdrawal date will 
continue to be a participating employer. No withdrawal liability payment 
shall be required if an employer exits before the end of the first year 
following the date of participation or if the Board revokes entry as provided 
in G.S. 135-5.3(b8) of the General Statutes. 

ill Upon the complete withdrawal of the employer, the System shall have no 
further legal obligation to the employer or its employees, nor shall the 
system be held accountable for the continued future accrual of any 
retirement benefit rights to which the employees may be entitled beyond the 
complete withdrawal date. Any litigation regarding the forfeiture of any 
benefits because of the employer's complete withdrawal from the System 
shall be the sole legal responsibility of the withdrawing employer and the 
withdrawing employer shall indemnify and hold harmless the System. its 
Board of Trustees, its employees and the State of North Carolina. from any 
claims. losses. costs. damages, expenses. and liabilities. including without 
limitation. court costs and reasonable attorney's fees, asserted by any person 
or entity as a result of the em plover's withdrawal from the System." 

SECTION 3.(b) G.S. 128-30 is amended by adding a new subsection to read: 
"ill Procedure and Payment to Cease Participation. - Any employing unit that is 

allowed to cease participation in the Retirement System bv the General Assemblv shall do the 
following: 
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ill 

ill 

ill 

The employer shall notify its employees and the Board of Trustees, in 
writing, of its action. A withdrawing employer shall be required to make a 
lump-sum withdrawal I iability pavment to the Board of Trustees as provided 
by this section. 
Complete withdrawal by an employer shall be the first day of the month 
following the date the Board receives the employer's written notification. 
However, the complete withdrawal date shall not occur before the 
withdrawal liability is detennined, as provided in subdivision (5) of this 
subsection. 
After complete withdrawal, all employees of the withdrawing employer shall 
be ineligible to accrue future benefits with the System due to employment 
with the withdrawing employer. 
All active or inactive members of the employer shall be eligible for benefits 
accrued with the System up to the complete withdrawal date. However. no 
retirement allowance or return of accumulated contributions shall be paid 
until the member actuallv terminates employment and completely separates 
from active service with the withdrawing employer. and there is no intent or 
agreement, express or implied. to return to service with the withdrawing 
employer. 
On the date of complete withdrawal, the withdrawal liability of an employer 
is the maximum of one thousand dollars ($1,000) or the amount determined 
by a. multiplied by the ratio of b. to c., as follows: 
a. The excess of the actuarial present value of the vested accrued 

benefits of the Svstem's members over the market value of its assets, 
both as of the date of the last actuarial valuation adopted by the 
Board of Trustees prior to the complete withdrawal date based on the 
plan provisions and actuarial assumptions used in the last actuarial 
valuation adopted by the Board of Trustees prior to the complete 
withdrawal date, except the interest rate assumption shall be reduced 
by an amount determined by the consulting actuary to reflect the 
increased investment. mortality and other actuarial risk for the 
exiting agency's participants. 

b. The total present value of accrued benefits of all active members of 
the withdrawing employer as of the last actuarial valuation adopted 
by the Board of Trustees prior to the complete withdrawal date. 

c. The total present value of accrued benefits of all active members of 
the System as of the last actuarial valuation adopted by the Board of 
Trustees prior to the complete withdrawal date. 

The actuarial costs to determine the amount described in subdivision (5) of 
this subsection shall be paid by the withdrawing emplover. An emplover that 
does not pay the lump-sum withdrawal liability pavment described in 
subdivision (5) of this subsection and the actuarial costs to determine this 
withdrawal liability within 90 days of the complete withdrawal date will 
continue to be a participating employer. 
Upon the complete withdrawal of the employer. the System shall have no 
futther legal obligation to the employer or its emplovees, nor shall the 
System be held accountable for the continued future accrual of any 
retirement benefit rights to which the employees may be entitled beyond the 
complete withdrawal date. Anv litigation Tegarding the forfeiture of any 
benefits because of the employer's complete withdrawal from the System 
shall be the sole legal responsibility of the withdrawing emplover and the 
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withdrawing employer shall indemnify and hold harmless the System. its 
Board of Trustees, its employees and the State of North Carolina. from any 
claims. losses, costs, damages, expenses. and liabilities, including without 
limitation. court costs and reasonable attorney's fees, asserted by any person 
or entity as a result of the employer's withdrawal from the System." 

SECTION 4. G.S. I 15C-2 I 8. I 00 is amended by adding a new subsection to read: 
"U!.ll In the event of a voluntary or involuntary dissolution of the charter school. the funds 

reserved for closure proceeding in subsection (a) of this section shall be used to pay wages 
owed to charter school emplovees. funds owed to the North Carolina Retirement System 
pursuant to G.S. 135-8 of the General Statutes. and funds owed to the State Health Plan. in that 
order. Other expenses shall be paid from the remaining balance in the funds reserved for 
closure proceeding in subsection (a) of this section." 

SECTION 5. G.S. 128-21 reads as rewritten: 
"§ 128-21. Definitions. 

The following words and phrases as used in this A1ticle, unless a different meaning is 
plainly required by the context, shall have the following meanings: 

(17) "Prior service" shall mean the service of a member rendered before the date 
he becomes a member of the System, certified on his prior service cettificate 
and allowable as provided by G.S. 128-26. No prior service shall be allowed 
at anv employer for which participation is adopted and approved by the 
Board of Trustees in this Retirement System on or after August 1. 2015. 

II 

SECTION 6. G.S. ] 28-26(a) reads as rewritten: 
"(a) Each person who becomes a member during the first year of his or her employer's 

participation, if and only if that participation begins prior to November 1, 2015, and who was 
an employee of the same employer at any time during the year immediately preceding the date 
of participation, shall file a detailed statement of all service rendered by him or her to that 
employer prior to the date of participation for which he or she claims credit." 

SECTION 7. This act becomes effective January 1, 2016. 
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Agency Participation Procedures Act of 2015.-AB 

Representatives Ross, Gill, Goodman, and McNeill 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts 
for TSERS; local government funds for LGERS 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees' Retirement 
System (TSERS) and Local Governmental Employees' Retirement System (LGERS). 

BILL SUMMARY: 

House Bill 276 (First Edition) makes several changes to laws governing how chatter schools and 
local governments begin or stop participating in TSERS and LGERS. 

Section 1: Modifies the provisions for a charter school to elect to join TSERS and permits a charter 
school to stop participating in TSERS. Currently charter schools are only allowed to join in the 
first 30 days after signing the chatter. The bill allows charter schools to join at any time, but 
requires a charter school to undergo an actuarial, financial, and legal review by the Board of 
Trustees prior to joining. Currently charter schools are not allowed to stop participating, unless 
they cease to exist as a chatter school. The bill allows charter schools to stop participating in 
TSERS, but requires the charter school to first notify its employees and the Retirement System and 
pay a withdrawal liability. 

Section 2: Requires the Fiscal Research Division of the General Assembly to obtain an advisory 
letter from the Attorney General for any bill that would allow an employer to join TSERS or 
LGERS and an estimate of the withdrawal liability for any bill that would allow a unit to cease 
participation in TSERS or LGERS . The advisory letter would assess whether the employer is 
eligible to participate. 

Section 3: Imposes a lump sum withdrawal liability in both TSERS and LGERS equal to the 
actuarial present value of the additional liabilities imposed upon the System by the withdrawal of 
the unit, as determined by the System's consulting actuary. 

EFFECTIVE DATE: July 1, 2015 
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ESTIMATED IMPACT ON STATE: 

Buck Consultants, the actuary for the Retirement Systems, estimates that the bill will not impact 
the contribution rates of TSERS or LGERS, assuming that the withdrawal liability covers the 
withdrawing employer's unfunded liability plus a risk premium. 

Hartman & Associates, the actuary for the General Assembly, estimates that the bill will have no 
current financial impact on TSERS or LGERS and notes that the withdrawal liability provision 
prevents the cost of a withdrawing employer from being shifted to the remaining employers. 

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 December 31, 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS LGERS 

Active Members 
Count 310,370 123,455 
General Fund Compensation $9,914M 
Valuation Compensation $13,608M $5,556M 
(Total) 
Average Age 45 44 
Average Service 10.6 10.3 

Inactive Members 
Count 125,513 50,998 

Retired Members 
Count 187,448 57,405 
Annual Benefits $3,871 M $1,039M 
Average Age 70 68 
New Retirees During 2014 I 1,500 4,400 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS LGERS 

Accrued Liability (AL) $65,806M Not meaningful 
Actuarial Value of Assets (A VA) $62,364M $21.498M 
Market Value of Assets (MVA) $62,789M $21 ,784M 
Unfunded Accrued Liability (AL - A VA) $3 ,442M Not meaningful 
Funded Status (A VA / AL) 95% Not meaningful 
Annual Required Contribution (ARC) for 8.69% 6.52% 
FY 2015-16 (as% of pay) (non-LEO) 
Assumed Rate of Investment Return 7.25% 7.25% 
Salary Increase Assumption (includes 4.25%- 9.10% 4.25% - 8.55% 
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3.50% inflation and productivity) 
Cost Method Entry Age Frozen Entry Age 

Normal 
Amor1ization 12 year, closed, Not applicable 

fiat$ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mortality improvement with scale AA 

Benefit Provisions 
TSERS LGERS 

Formula 1.82% x Service 1.85% x Service 
x 4 Year Avg Pay x 4 Year Avg Pay 

Unreduced retirement age/service Any/30; 60/25; Any/30; 60/25; 
65 (55 for LE0)/5 65 (55 for LE0)/5 

Employee contribution (as% of pay) 6% 6% 

Fu11her detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, ''Agency Participation Procedures Act of 2015 (House Bill 276)", March 27, 
2015, original of which is on file in the General Assembly's Fiscal Research Division. 

Hat1man & Associates, LLC, "House Bill 276: An Act to Enact the Agency Participation 
Procedures Act of2015", March 26, 2015, original of which is on file in the General Assembly's 
Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute I 20-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

DATE: April 1, 2015 

David Vanderweide 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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Brief Bill Summary 

• Removes the 30-day window for all charter schools to elect to participate in the Retirement System and 
provides that the retirement Board of Trustees wi ll require financial and actuarial reviews before agencies 
are allowed to become participating employers. 

• Requires any agency exiting the Retirement Systems that has participated in the Retirement System for 
more than one year to pay a withdrawal liabil ity before exiting. 

• Requires the Fiscal Research Division to obtain an estimate of the cost of the applicable withdrawal 
liability for any legislation that would remove an agency from the System. 

• Provides that, in the event of a vo luntary or involuntary dissolution of a charter school, certain funds 
reserved for closure proceedings shall be used to pay wages owed to charter school employees, funds 
owed to the Retirement System, and funds owed to the State Health Plan, in that order. 

• Disallows the granting of retirement service credits for years that employees worked at a local 
government agency before the agency joined the Local Governmental Employees Retirement System. 
This prohibition applies to agencies that join the system after August I, 20 15 and does not impact 
agencies that have already applied to join. 

Prepared by Retirement Systems Division staff, April 20, 201 5 

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603- 1385 
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RETIREMENT SYSTEMS DIVISION 

JANET COWELL 
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STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Agency Participation Procedures Act of 2015 - HB 276 (PCS) 
This act revises the procedures for entry to and exit from the Teachers' and State Employees ' Retirement System 
(TSERS) and the Local Governmental Employees' Retirement System (LGERS) by public agencies in order to 
protect the fiscal integrity of the systems. 

Statutes Affected: G.S. I l 5C-218. l 00; I 20- I 14(t) & (g) (proposed); 135-5.3; 135-S(i) (proposed); 128-2 1 ( 17); I 28-26(a); I 28-
30(i) (proposed) 
Primary Sponsors: Ross, Gill, Goodman, and McNeill 
Cost: The legislation does not materially increase or decrease costs or liabilities of the Retirement Systems 
Type of Bill: Public Bill 

SECTION ONE: Remove Barriers to Participation for Charter Schools 
This section removes the 30-day window for all charter schools to elect to participate in TSERS and requires 

the board of directors of an entering charter school to adopt a written resolution acknowledging acceptance of the 
terms and conditions of membership, including the exit procedures in Section Three of this legislation. The Board of 
Trustees may approve entry for charter schools that have been in operation for more than one year based on the results 
of an actuarial and financial review. Currently, those schools have to seek legislative approval to enter the Retirement 
System. Charter schools may participate in the Retirement System during their first year of operation on a provisional 
basis and must be approved by the Board of Trustees to continue in the system after that year based on the results of 
an actuarial and financial review. 

SECTION TWO: Require Review Prior to Changing Employer Participation in TSERS or LGERS 
This section requires the Fiscal Research Division to obtain an estimate of the cost of the applicable 

withdrawal liability for any legislation that would remove an agency from TSERS or LGERS. 

SECTION THREE: Require Payment of Withdrawal Liability for an Exiting Agency 
This section requires any agency exiting the Retirement Systems that has participated in TSERS or LGERS 

for more than one year to pay a withdrawal liability before exiting. This withdrawal liability is determined by the 
Boards of Trustees on advice of the consulting actuary to reflect the exiting agency's share of the System's unfunded 
accrued actuarial liability plus a risk premium that covers the investment, mortality and other actuarial risk for the 
exiti ng agency's participants until all benefit obligations for these participants have been paid. 

SECTION FOUR: Use Dissolution Bond Funds for Unpaid Invoices from Retirement System 
This section provides that in the event of a voluntary or involuntary dissolution of a charter school, certain funds 
reserved for closure proceeding shall be used to pay wages owed to charter school employees, funds owed to the 
North Caroli na Retirement System and funds owed to the State Health Plan, in that order. 

SECTION FIVE: Prohibit Granting Prior Service to New Agencies in Local Government System 
This section disallows the granting of retirement service credits for years that employees worked at a local 
government agency before the agency joined the Local Governmental Employees Retirement System. This 
prohibition applies to agencies that join the system after August I, 2015 and does not impact agencies that have 
already applied to join. 

SECTION SIX: Effective Date 
Unless otherwise noted, this act becomes effective January I, 2016 

Prepared by Retirement Systems Division staff, April 20, 2015 

325 NORTH SALISBURY STREET, RALEIGH , NORTH CAROLINA 27603-1385 
Telephone (919) 807-3050 or (877) 627-3287 toll free Fax (919) 508-5350 
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CHARTER SCHOOLS UNDER H-276 (PCS) 

New Charter School 
(in operation for less than one school year) 

NOTIFICATION OF ELECTION TO JOIN 
RETIREMENT SYSTEM 

• No 30-day window 

• Automatic provisional affiliation 
for one year upon notification of 
election to join 

• May be removed for late payment or 
failure to submit contributions 

• May choose to leave the Retirement 
Systems at any time prior to full 

affiliation 

[AFTER ONE YEAR] 

Financial & Actuarial Review to evaluate 
stability and risk to the Retirement 
Systems 

• Determination of withdrawal liability 

• Acknowledgement and acceptance of 
withdrawal liability 

Vote by Board of Trustees to grant or 
deny full affiliation with the Retirement 
Systems 

Existing Charter School 
(in operation for more than one school year) 

NOTIFICATION OF ELECTION TO JOIN 
RETIREMENT SYSTEM 

• Charter school notifies Board of Trustees 
of intent to join Retirement System 

• Financial & Actuarial review to evaluate 
stability and risk to the Retirement 

Systems 

• Determination of withdrawal liability 

• Acknowledgement and acceptance of 
withdrawal liability 

Vote by Board of Trustees to grant or deny 
full affiliation with Retirement System 
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NORTH CAROLINA 

DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

JANET COWELL 
TREASURER 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Administrative Difficulties with Charter Schools in the Retirement System 

I. STATUS QUO: 

• Charter schools have 30 days after obtaining a charter from the State Board of Education to notify the 
Retirement System that they wish to participate in the state Retirement System 

o Admission is automatic - no votes required by Legislature or Board of Trustees, even though 
appropriated state resources will be used to provide administrative services 

o No legal, financial, or actuarial reviews are required 
o NC is only state that imposes a 30-day deadline for admission 
o States where charter schools' participation in the retirement systems is optional typically require 

schools to apply for admission 
• Admission to the Retirement System is irrevocable 
• Legislature may remove agencies from the System, but this creates an unfunded mandate on all other agencies 

in the system to pay for cost of liabilities left behind 

II. ADMINISTRATIVE PROBLEMS LINKED TO CURRENT LAW: 
• Forty percent (40%) of charter schools in the Retirement System (27 out of69 schools) have received 

penalties for submitting late payments of retirement contributions. For comparison, only about 15 to 20% of 
all other agencies participating in the Retirement System have submitted late payments. 

o This represents a significantly worse payment history compared to all other agencies 
o On-time payment of retirement contributions is essential for maintaining predictability of the State's 

cash flow, which minimizes the need for unplanned liquidation of investments 
o If an agency fails to forward withholdings from employee paychecks, it can trigger criminal 

investigation (e.g. , see page 6 of audit of Kinston Charter Academy) 
• Three of the 69 schools have received between 5 and IO penalties each 
• Three schools have incurred more than 20 late payment penalties each 
• Nineteen out of 69 schools (28%) have had difficulty accurately reporting employees' creditable membership 

service rendered (i.e., service creditable to employees' retirement benefit) 
o Ten instances of improper reporting from these 19 schools span multiple years or represent several 

distinct occurrences of improper reporting 
o Seven of these 19 instances of improper reporting, some of which date back more than 4 years, 

remain unresolved, 
o An agency's late submission of service credit can delay the processing of retirement applications from 

any employee who has ever worked at the agency and lead to inaccurate calculation of retirement 
benefits and overpayments 

• A review of the budget and financial information submitted as a part of applications to obtain charters from 
the State Board of Education for the previous two years reveals the following information: 

o That for 11 schools being allowed to open this fall, 4 indicated they wish to join the Retirement 
System, but 3 of those 4 failed to factor the full costs of participation in the budgets submitted to the 
Dept. of Public Instruction. Another indicated a desire to join the Retirement System when they have 
been operating for three years. 

o For schools allowed to open last fall, 5 originally indicated they wish to join the Retirement System, 2 
of those 5 failed to factor budget costs properly. 

325 NORTH SALISBURY STREET, RAL EIGH, NORTH CAROLINA 27603- 1385 
Telephone (919) 807-3050 or (877) 627-3287 toll free Fax (919) 508-5350 

www.myncretirement.com 
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III. PROPOSAL: 
• State Board of Trustees would vote to admit charter schools 

o Allowing the Board of Trustees to choose to admit agencies would protect the tax status and fiscal 
integrity of the Retirement System and would be consistent with the Board's fiduciary responsibility 

o Removing the 30-day barrier would also provide an opportunity for existing charter schools that 
missed the statutory window to join the Retirement System, subject to Board approval 

• Application process would require legal, financial, and actuarial reviews 
o The 30-day window for admission does not provide newly started charter schools sufficient time to 

make an informed decision on whether to join the Retirement System - a decision that is irrevocable 
and that requires assuming a substantial recurring expense 

o Financial and actuarial reviews would provide more information to the schools and to the Board of 
Trustees prior to the agency 's entry into the System 

• Charter schools could exit Retirement System by paying a withdrawal liability 
o Allowing charter schools to disaffiliate from the System upon payment of a withdrawal liability is 

consistent with charter schools' need for flexibility without imposing additional unfunded liabilities 
o Upon admission, schools would acknowledge responsibility for the withdrawal liability 
o Modeled after withdrawal concept used in some private-sector plans and in many states 

• Legislative Staff would be required to include the cost of the withdrawal liability in fiscal notes for all bills 
that would remove agencies from the Retirement System 

o Increases the transparency of the unforeseen costs imposed on the state when an agency withdraws 
from the system 

CASE STUDIES OF SOME CHARTER SCHOOLS WITH DIFFICULTIES : 
Kinston Charter Academy 

• Kinston Charter surrendered its charter in September 2013 
• State Auditor issued a report in January 2015 detailing a number of violations and referring certain findings to 

the local District Attorney and the State Bureau oflnvestigation 
• Prior to the school's closing, the Retirement System penalized Kinston Charter Academy 20 times in four 

years for late payment of retirement contributions, amounting to a total of $4,900 in penalties on $379,000 in 
late contributions. Of those late contributions, $120,000 were funds withheld from employees' paychecks. 

• The school provided signed statements to the Retirement System from employees purportedly waiving rights 
to timely transfer of funds to the retirement system. Those signed statements were inconsistent with the 
school's statutory duty to transfer those funds to the retirement system. [N.C.G.S. 135-8(/)J 

• The agency was in arrears with the retirement system for 23 months in four years. 
• The school still had multiple outstanding late payment penalty invoices when it closed. 
• When the agency closed in September, it had failed to submit contributions and complete service records for 

July, August, and September 2013. 
o The agency owes $10,717 in employer contributions for the month of July 2013 and approximately 

$4,500 in employee contributions. Additionally, a $147 penalty for late payment remains unpaid. 
o There may be additional funds owed for August and September 2013 when the school officially 

closed, but no service records were ever submitted. 
SEGS Academy 

• Opened in the fall of 2013 and has already received a late payment penalty. 
• State Board of Education voted to revoke charter and school closed effective April 1, 2015 . 

Downtown Middle School/STEAM Academy 
• State charter revoked in April 2013 
• Ceased reporting contributions without notifying Retirement System of status change 

Wilmington Prep Academy 
• Has received 38 late payment penalties 

Prepared by Retirement Systems Division staff, April 15, 2015 
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Late Payments and Service Reporting Problems with N.C. Charter Schools 
Participating in the State Retirement System 

N ameo fCh Sh I arter c oo 
A CHILDS GARDEN CHARTER /AKA CROSS CREEK CHARTER) 
ACADEMY OF MOORE COUNTY 
AMERICAN RENAISSANCE MID SCHOOL 
AMERICAN RENAISSANCE SCHOOL 
ANN ATWATER COMMUNITY CHARTER 
ARAPAHOE CHARTER SCHOOL 
ARTS & BASICS CHARTER SCHOOL 
ARTS BASED ELEMENTARY CHARTER 
BEAR GRASS CHARTER SCHOOL 
BETHANY COMMUNITY MIDDLE SCHOOL 
BREVARD ACADEMY CHARTER SCHOOL 
BRIDGES CHARTER SCHOOLS 
CAPE FEAR CTR FOR INQUIRY 
CAPE LOOKOUT MARINE SCIENCE H.S. 
CAROLINA INTERNATIONAL SCHOOL 
CASA ESPERANZA MONTESSORI 
CENTRAL PARK SCH FOR CHILDREN 
CHARLOTTE SECONDARY CHARTER 
CHILDRENS VILLAGE ACADEMY 
CLOVER GARDEN CHARTER SCHOOL 
COMMUNITY CHARTER SCHOOL 
COMMUNITY SCHOOL OF DAVIDSON 
CORNERSTONE ACADEMY 
CORVIAN COMMUNITY CHARTER SCHOOL 
DOWNTOWN MIDDLE (AKA STEAM ACADEMY) 
EAST WAKE ACADEMY 
ENDEAVOR CHARTER SCHOOL 
ENTREPRENEUR CHARTER HIGH SCHOOL 
EVERGREEN COMMUNITY CHARTER SCHOOL 
F DELANY NEW SCHOOL FOR CHILDREN 
GASTON COLLEGE PREPARATORY CHARTER 
GRANDFATHER ACADEMY 
GRAY STONE DAY SCHOOL 
HALIWA-SAPONI TRIBAL CHARTER 
HARNETT EARLY CHILDHOOD CHARTER 
HEALTHY START ACADEMY 
HENDERSON COLLEGIATE CHARTER SCHOOL 
INVEST COLLEGIATE CHARTER (BUNCOMBE) 
INVEST COLLEGIATE CHARTER /DAVIDSON) 
KENNEDY CHARTER 
KINSTON CHARTER ACADEMY 
KIPP CHARLOTTE CHARTER 
KIPP HALIFAX COLLEGE PREP CHARTER 
LAKE NORMAN CHARTER SCHOOL 
MILLENNIUM CHARTER ACADEMY 
MOUNTAIN COMMUNITY 34501SCHOOL 
MTN DISCOVERY CHARTER 
N.E. REGIONAL SCHOOL FOR BIOTECHNOLOGY 
NEUSE CHARTER SCHOOL 
ORANGE CHARTER SCHOOL 
PACE ACADEMY 
PINE LAKE PREP CHARTER 
PINNACLE CLASSICAL ACADEMY 
PIONEER SPRINGS COMMUNITY CHARTER 
RIVER MILL ACADEMY CHARTER 
SCHOOL IN THE COMMUNITY 
SEGS ACADEMY 
SOCRATES ACADEMY 
SOUTHEASTERN ACADEMY CHARTER SCHOOL 
SOUTHERN WAKE ACADEMY 
STARS CHARTER SCHOOL 
SUCCESS INSTITUTE 
THE HAWBRIDGE SCHOOL 
TWO RIVERS COMM SCHOOL 
UWHARRIE CHARTER ACADEMY 
VANCE CHARTER SCHOOL 
VOYAGER ACADEMY 
WILMINGTON PREP ACADEMY 
ZECA SCHOOL OF THE ARTS AND TECHNOLOGY 

Late Payment 
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SEGS Academy to voluntarily shut down operations Thursday - WECT TV6-WECT.com... Page 1 of 2 

SEGS Academy to voluntarily 
shut down operations 
Thursday 
Posted: Apr 01, 2015 8:44 AM EDT 
Updated: Apr 05, 2015 8:44 AM EDT 

By: WECT Staff IBiNill 

COLUMBUS COUNTY, NC (WECT) - SEGS Academy, a charter school in Columbus County, 
wi ll voluntari ly shut down Thursday, according to School Leader Annmarie Johnston, who 
said students will have to finish the school year someplace else. 

Johnston said the school's board told parents about the decision during a meeting 
Tuesday night. 

The State Board of Education voted in March to begin the process of revoking SEGS 
Academy's charter after a Department of Public Instruction report showed financial issues 
and other serious internal problems. The school appealed the decision. The State Board 
was set to consider an appeal review panel's recommendation Thursday. 

The state would have allowed the school to remain open through the end of the school 
year. 

Eight SEGS employees sent state officials a letter March 18 stating the school was 
"deteriorating rapidly. " The letter urged the state to close the school immediately for the 
benefit of the students. 

"Our students are not 'bad kids' and we remind them that none of these current stresses 
are their fau lt," the letter reads. "However the level of uncertainty about this school 's 
future has trickled down to these students, whose disruptive behaviors are escalating." 

Johnston sa id parents who attended the meeting Tuesday told her that she and the 
teachers were "thrown under the bus" by the board, who blamed them for the school's 
problems. 

Board Chair Randolph Keaton declined an interview request Wednesday. 

"The school is coming apart from the inside out, and they're blaming the teachers who 
come here day in and day out," said Cassandra Bezio, a second grade teacher fi ll ing in 
with sixth and seventh graders because the school is short staffed. 

'We've taken pay cuts. We've become janitors," Bezio sa id. 'We sweep and vacuum and 
clean the bathrooms after school because we don't have the money to hire anyone else." 

SEGS Academy has four fu ll-time teachers and two substitutes for 87 students in 
Kindergarten through seventh grade, according to Johnston . 

She said the school was not ified last week that the state would no longer pay for meals at 
the school. It wou ld have cost the school $500 a day to provide the food . 

'We wou ld have never survived financia lly," Johnson said . 

Copyright 2015 fil(I, All rights reserved. 

RECOMMENDED by Taboota 
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EXECUTIVE SUMMARY 

PURPOSE 

In June 2014, the North Carolina Department of Public Instruction, Division of School Business was notified by the 

North Carolina State Health Plan that premium and interest payments totaling $21,570.26 were in arrears and that 

the Stem Education for Global Society Academy (SEGS) was delinquent from February I, 2014. The Division of 

School Business (School Business) initiated a Financial Review of SEGS' financial records for the period of July I, 

2013 through September 25, 2014. 

BACKGROUND 

Charter schools that are approved by the State Board of Education (SBE) are public schools within the local 

administrative unit in which it is located. Charter schools are publically funded and open to all students in North 

Carolina through a non-discriminatory admissions lottery. All charter schools shall be accountable to the SBE for 

ensuring compliance with applicable laws and the provisions of their charters. Pursuant to § I I 5C-238.29E(c) 

charter schools shall operate under the written charter signed by the SBE and the applicant. The board of directors of 

the charter school shall decide matters related to the operation of the school, including budgeting, curriculum, and 

operating procedures. 

The Stem Education Global Society Academy (SEGS) is located in Delco, North Carolina and currently operates 

under its first I 0-year charter. During the 2013-14 school year SEGS incurred $587,136 in expenditures and 

received state funding for 68 students in grades K to 6. 

The Department of Public Instruction is charged with implementing the State's public school laws and the State 

Board of Education's policies and procedures governing pre-kindergarten through 12th grade public education. 
School Business conducts evaluations, analyses, desks reviews, and on-site fiscal monitoring reviews of local 

education agencies and charter schools with the goal of ensuring that all children have an opportunity to obtain a 
high quality education and to achieve proficiency on high academic standards through better use of audits, fiscal 

monitoring, and technical assistance. 

SCOPE AND METHODOLOGY 

School Business conducted a financial review to assess whether SEGS meets generally accepted standards of fiscal 

managements pursuant to § I I 5C-238.29E and assess the school's internal controls including the policies and 

procedures for collecting and reporting financial data, to help ensure: 

• Adequate governance over school management and operations, 

• Appropriateness of the management company relationship with SEGS, 

• Compliance with its charter, laws and regulations, 

• Adequate supporting documentation for expenditures, and 

• Adequate accounting system is maintained by the school. 

To accomplish these objectives, School Business reviewed applicab.le laws, regulations, policies and procedures, the 

school's charter, interviewed SEGS management and staff, examined financial records including contracts and 

supporting documentation, and reviewed the school's audited financial statements for the fiscal year ended June 30, 

2014. 

North Carolina Department of Public Instruction 
Division of School Business 2 
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REVIEW RESULTS 

The review found that SEGS has a number of serious internal control and financial issues, including: 

• SEGS has relatives on the Board and employed in administrative and staff positions in the school. 
Including 

o Randolph Keaton - Board Chair as of August 2014 and CEO of Men and Women United. Brother 
ofDevoria K Berry, Executive Director ofSEGS 

o Andrea Simmons, Current contracted Finance Officer and Board member. Previous Board 
Treasurer until August 2014. Niece of Devoria K Berry. 

o Leslie Mclaurin, several contracts with the school. Niece of Devoria K Berry 

• SEGS violated its own policy for employment of relatives for the following: 
o Current Executive Director Devoria K. Berry 
o Current Finance Officer Andrea Simmons, also a Board Member 
o Former Director Norwood Keaton and 
o Janitorial and Transportation services provider Leslie Mclaurin 

• SEGS violated its own charter, bylaws and conflict of interest policy by entering into multiple contracts 
with related parties that included leases, employment/consultant services, management services, 
transportation , and treatment programs without full disclosure to and formal approval by the Board. 
Entities include: 

o Community Support Agency LLC - owned and operated by Devoria Berry, Executive Director 
o Men and Women United - incorporated by Devoria Berry and CEO Randolph Keaton 

• SEGS Board of Directors (Board) did not have documentation of a loan for $200,000, nor was it approved 
by the Board. In the absence of adequate loan documentation, DP! could not validate if the $200,000 was 
a loan from Director Devoria Berry and/or her nonprofit organization Community Support Agency LLC 
(CSA), or a donation from a 3rd party. Without evidence the $200,000 originated as a loan from Devoria 
Berry or CSA, the repayments made to Ms. Berry and CSA potentially constitute unallowable costs totaling 
$184,000. 

• SEGS violated its procurement and bidding requirement policy as detailed by Andrea Simmons, Finance 
Officer, for the purpose of procuring goods or services. According to Ms. Simmons' statements during our 
interview, a minimum of two bids are obtained for evaluation when procuring goods or services. No written 
procurement policies and procedures exist. The policy detailed by Ms. Simmons was not adhered to for at 
least the following service contracts: 

o Janitorial services contract with Leslie Mclaurin, 
o Transportation services contract with Leslie Mclaurin, 
o Renovation services provided by Men and Women United. 

• The Board failed to meet the following Generally Accepted Standards of Fiscal Management requiring that 
accounts payables remain current, cash flow is positive and fund, property and other assets are safeguarded 
against loss from unauthorized use or disposition. 

A more detailed discussion of the results of the review is presented in the report. 

North Carolina Department of Public instruction 
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1. SEGS CURRENT FINANCIAL SITUATION SHOWS SERIOUS SIGNS OF FINANCIAL 
INSOLVENCY. 

Review of the school's audited financial statements for the year ending June 30, 2014 revealed the following 
issues: 

I . Unrestricted General fund balance deficit of $36,351. 
2. Expenditures exceeded revenues by $27,802. 
3. Cash Flow concerns 
4. Related party transactions. 

In addition, the school was delinquent in payments to the North Carolina State Health Plan and related 
overdrafts in the school's bank account as referenced in the Executive Summary of this report and the August 
18, 2014, Notification of Financial Noncompliance Status. Due to these signs of severe financial instabi lity, the 
State has serious concerns regarding the school's financial management and its ability to meet operating 
expenditures in the future. 

2. SEGS ENTERED INTO A "LOAN" AGREEMENT WITH THE CURRENT DIRECTOR'S 
NONPROFIT ORGANZIA TION WITHOUT DISCLOSURE TO AND APPROVAL BY THE BOARD 
OR THE CREATION OF A PROMISSORY NOTE TO DOCUMENT THE SIGNIFICANT 
FINANCIAL OBLIGATIONS OF THE SCHOOL. 

SEGS' 2014 audited financial statements' Statement of Net Position includes a $16,000 balance for a "short­
term payable - related party". The Notes to the Financial Statements for the Fiscal Year Ended June 30, 2014 
state, "During the current year, the School received a loan from Community Support Services. The amount of 
the loan from Community Support Services was $200,000 and payments of $184,000 were made during the 
year ended June 30, 2014. The loan was used for operating capital. No interest is accruing on this short term 
note. The balance remains at $16,000 as of June 30, 2014." School Business requested copies of all contracts, 
leases, agreements and loan documents from both the Director Devoria K. Berry and the Finance Officer 
Andrea Simmons during the onsite Financial Review conducted September 8 -9, 2014. No promissory note or 
supporting documentation for the " loan" was provided. 

Review of SEGS bank statement for July I, 2013 through July 3 1, 2013 identified a counter credit in the 
amount of$200,000 made on July 22, 20 13. Data entered into the school's ISIS accounting system identifies a 
deposit on July 22, 2013 for "Loan Proceeds" as the vendor in the amount of $200,000. The school's Deposit 
Register for 7/I /20 13 to 6/30/ 14 shows the $200,000 deposit # I 14 into account 2.20 10.000.000.000.000.02 
"LOAN PAYABLE-OAKLEY/BERRY" WITH "LOAN PROCEEDS FROM W OAKLEY" entered in the 
Description field. In addition to her current responsibi lities with SEGS, Ms. Berry is the 
member/manager/registered agent of the nonprofit Community Support Agency LLC (CSA), a program 
providing structured treatment services and also located in Delco, NC. 

Review of the school's Board of Directors Meeting Minutes for the period of September 19, 2012 through 
September 8, 2014 found no evidence that the loan was presented to the Board for consideration or approved by 
a formal vote. SEGS Bylaws Article V, Indebtedness, clearly states "No indebtedness of the Corporation in 
excess of $20,000 shall be incurred other than in the normal course of business, except as may be approved by 
resolution adopted by a majority of the directors in office." Article VI, Contracts, Loans, Checks and Deposits, 
6.2 states, "No loans shall be contracted on behalf of the Corporation, and no evidence of indebtedness shall be 
issued in its name unless authorized by a resolution of the Board of Directors." 

North Carolina Department of Public Instruction 
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3. SEGS DISBURSED "LOAN" REPAYMENTS TOTALLING $184,000 TO THE CURRENT 
DIRECTOR AND HER NONPROFIT ORGANJZATION WITHOUT BOARD APPROVAL. 

Review of the school ' s bank statement for July I, 20 13 through July 3 1, 2013 , identified a "customer 

withdrawal image" for $150,000 dated July 26, 20 13. The school's ISIS accounting system identifies a July 26, 

2013 disbursement in the form of a check to the current Finance Officer Andrea Simmons for the amount of 

$150,000 and corresponding credit to the Loan - Community Support Agency payable account. However, 

review of the documentation provided by the school' s Finance Officer Andrea Simmons yielded a photocopy of 

Cashier' s Check No.2721908 in the amount of $150,000 purchased by Stem Education for a Global Society, 

Inc. , made payable to Community Support Agency. No additional supporting documentation for the $150,000 
payment was provided or located during the review. 

The school 's bank statement for September I, 20 13 through September 30, 2013 shows an on line banking 

transfer to the school's second checking account ending 2289 in the amount of $2,000 made on September 13, 

2014, and one for $32,000 made on September 24, 2013 . The school's 2289 account bank statement for 

September I, 20 13 through September 30, 2013 shows a corresponding deposit for $32,000 and a wire transfer 
out to Community Support Agency in the amount of $32,000 also on September 26, 2013. Documentation 

provided by the current Finance Officer Andrea Simmons included a Funds Transfer Request and Authorization 

for the wire transfer, signed by the Ms. Simmons who was serving as the Board Treasurer and operating as the 

Finance Officer but receiving no compensation at that time. Data entered into the school's ISIS accounting 
system incorrectly identifies this wire transfer as a check issued to the current Director Devoria Berry and 
credited as a debt service payment. No authorization or supporting documentation for this payment was 

provided. The school's 2289 bank statement for October I, 20 13 through October 3 I, 20 13 shows check I 007 

to the school's current Director's in the amount of$2,000 on October 13, 20 13. Data entered into the school' s 

ISIS accounting system shows the $2,000 check issued to Ms. Berry and credited as a debt service payment. No 

authorization or supporting documentation for this payment was provided. 

Review of the school' s Board of Directors Meeting Minutes for the period of September 19, 2012 through 

September 8, 2014 found no evidence that these payments were presented to the Board for consideration and 

approval as required by the bylaws. 

4. SEGS DISBURSED A TOT AL OF $184,000 TO THE CURRENT DIRECTOR AND/OR HER 
NONPROFIT ORGANIZATION CATEGORIZED AS LOAN REPAYMENTS WITHOUT EVIDENCE 
OF A LOAN TO BE REPAID TO THE NONPROFIT OR TO HER. 

As stated in finding I above, no documentation ex ists to support that the current Director Devoria K. Berry or 

her nonprofit organization CSA provided $200,000 for start-up costs as recorded in the school ' s cash receipts 

journal and chart of accounts as a loan payable. Documentation provided by the Ms. Simmons revealed a 

photocopy of an unrelated thi rd party ' s personal check payable to SEGS in the amount of $200,000 dated July 
22, 2013. No additional documentation indicating these funds as either a loan or a donation were provided or 
located. As indicated in findings I and 2 above, the school' s bank statements and financial records show a 

deposit in the same amount on the same date that was attributed to a loan from Ms. Berry and CSA. 

Disbursements totaling $ 184,000 as detailed in the previous findings were made to the Ms. Berry and CSA. No 

documentation was provided or located to indicate the Ms. Berry or CSA was the actual source of the $200,000 
deposit. Based on the lack of evidence to support a loan being made to the school from Ms. Berry or CSA, the 

entire $ 187,000 represents Questioned Costs. 

North Carolina Department of Public Instruction 
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5. SEGS HAS INTERNAL CONTROL DEFIICIENCIES RELATED TO CONTRACTS RESULTING IN 
DISBURSEMENTS TOTALING $92,139 IN FY 2014 AND $89,507 YEAR TO DATE IN FY 2015 FOR 
PAYMENTS AGAINST CONTRACTS WITH RELATED PARTIES THAT WERE NOT DISCLOSED 
TO OR APPROVED BY THE BOARD. 

Our review identified internal control deficiencies related to at least contracts resulting in multiple contracts 

with individuals with direct familial relationships with the school or the Board. The individual/organizations are 

listed in the table below. No evidence was identified that any of the contracts with the related parties were 

formally approved by the Board which is in violation of the school's bylaws and policy. In addition, the 
contract for services to be provided with the Finance Officer Ms. Simmons includes overlapping duties with a 

contract the school has with LB&A Accounting firm for financial services. The costs incurred with the Ms. 

Simmons' contract may be an unnecessary cost for the school. 

Vendor 2013-14 2014-15 

Community Support Agency - Transportation lease 
and other contracted management services $ 15,128 $ 9,900 

Community Suooort Agency - Lease Payments $ 58,495 $ 24, 105 

Andrea Simmons - contracted services agreement $ 6,000 $ 14,580 

Devoria Berry - contracted services agreement $ 31,250 

Leslie McLaurin $ 12,516 $ 9,672 

Total $ 92,139 $ 89,507 

In addition, the contracts lack sufficient details necessary for a valid contract such as expectations, performance 
measures, cause for termination, remedies for dispute resolution, etc. In addition , none of SEGS' contracts 

include the language required per General Statue I I 5C-238.29H (a I) which states: "No indebtedness of any 

kind incurred or created by the charter school shall constitute an indebtedness of the State or its political 

subdivisions, and no indebtedness of the charter school shall involve or be secured by the faith, credit, or taxing 

power of the State or its political subdivisions." 

6. SEGS HAS INTERNAL CONTROL DEFICIENCIES RELATED TO ADEQUATE DOCUMENTED 
ACCOUNTING POLICIES AND PROCEDURES. 

Our review found that SEGS lacks sufficient accounting policies and procedures that describe the required 
documentation and processes needed in order to perform the various accounting functions. Our interviews of 

the school's administrative staff revealed a lack of sufficient knowledge regarding appropriate fiscal practices 

including the procurement process. 

Our interview with Finance Officer Andrea Simmons included a series of accounting related questions to 
determine the reliability of the school ' s accounting functions. Ms. Simmons listed her responsibilities in the 

accounting processes related to accounts payable functions, coding of payments, purchase authorization, bank 
reconciliation, budget vs. actual expenditure report, and check signing authority. Ms. Simmons explained the 

school contracts with the North Carolina Charter School Association for financial services. The contractor 

records all financial transactions in the school's ISIS accounting system and prepares checks for her signature. 

When asked if her services duplicated those provided by the contractor Ms. Simmons indicated that she had not 

learned to use the school's ISIS accounting system which is the main function currently handled by the 

North Carolina Department of Public Instruction 
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contractor. We question the necessity or financial prudence of two contracts for financial services, especially in 

consideration of the financial issues identified in the school's 2014 audited financial statements. 

Ms. Simmons' responses to interview questions about the school's financial policies and procedures were not 

substantiated by our review of the existing fiscal policy and procedures manual. Ms. Simmons stated the school 

has policies and procedures on contract administration, payroll, inventory, vendor payments, and cash 

management. However, the written policy and procedures manual provided by Ms. Simmons and Ms. Berry are 

inconsistent with this description. The existing financial policy and procedures do not address all aspects of the 

school's accounting cycle and do not include sufficient details for procedures related to performance of the 

various accounting functions. Interviews with both the Ms. Simmons and Ms. Berry included statements that 

school contracts go to the Board for approval and are signed by the Ms. Berry as the Director. However, as 

detailed in findings I - 4 above, our review determined these procedures are not occurring. 

The absence of adequate documented accounting policies and procedures increases the risk of loss of funds, 

theft of school assets, and disruption of the operation. Fully documented fiscal procedures are also beneficial for 

the training of current and new employees and are a valuable resource in the event an administrative employee 

leaves the school. Fully documented accounting policies and procedures assist the school in meeting NC 

General Statue I I 5C-238.29G(a)(2)) which requires charters schools to meet generally accepted standards of 

fiscal management as identified in The North Carolina Charter School Financial Guide. The financial guide 

requires the maintenance of documentation outlining internal controls on business practices and operation and 

require that accounting records properly and accurately record and account for all transactions including cash 

for the purpose of consistency in use of the preparation of reliable financial statements. 

7. SEGS HAS INTERNAL CONTROL DEFICIENCIES RELATED TO ADEQUATE SEGREGATION 
OF DUTIES. 

Our review determined the school does not have alternative controls to compensate for a lack of separation of 

duties related to financial transactions. Compensating controls would include processes such as Board members 

assisting with certain accounting functions like check signing and bank reconciliations. Review of SEGS 

Policies and Procedures manual indicates an absence of polices consistent with the bylaws. The manual does 

not include policies limiting the scope of the finance officer's autonomous decision-making ability for certain 

type of transactions the finance officer can enter into on behalf of the school or perform without management or 

Board concurrence. Examples include disbursements above a certain threshold, grant agreements, contracts for 

services, loan agreements, etc. The manual also does not designate the requirement for another official to 

approve purchase requests and provide signature of checks paid to the finance officer. 

School Business staff interviewed current Finance Officer Andrea Simmons regarding the accounting policies 
and procedures, specifically related to internal controls. Ms. Simmons described several processes that 
demonstrate a lack of adequate segregation of duties. Ms. Simmons acknowledged that she is has sole 
responsibility for authorizing purchase, approving payments to vendors, assigning payment codes, signing 
checks (including her own paychecks), and performing bank reconciliations. 

The absence adequate segregation of duties or compensating controls create the potential for increased risk for 

loss of funds through error or intentional misuse, theft of school assets, and disruption of the operation which 

would violate NC General Statue l l 5C-238.29G(a)(2)) requiring charter schools meet generally accepted 

standards of fiscal management. The North Carolina Charter School Financial Guide requires the maintenance 

of documentation that outlines internal controls on business practices as one of the requirement to adhere to GS 

l l 4C-238.29G(a)(2)). 

North Carolina Department of Public Instruction 
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8. SEGS HAS INTERNAL CONTROL DEFICIENCIES RELATED TO ADMINISTRATIVE 
TIMEKEEPING POLICIES AND PROCEDURES. 

Our review found that SEGS does not have written timekeeping and activity reporting policies. The school also 

lacks written procedures including the basic duties and responsibilities of time keepers, supervisors and 
managers in preparing and retaining time and attendance records. SEGS Board does not require Head of School 

Ann Marie Johnston, Finance Officer Andrea Simmons and Executive Director Devoria K. Berry submit 

timesheets and documentation for hours worked and ensure performance measures are being met before 

payments for services are made. 

We interviewed the following administrative staff identified as direct reports to the SEGS ' Board of Directors: 

• Ann Marie Johnston, Head of School 
• Devoria K. Berry, Director 
• Andrea Simmons, Finance Officer 

Ms. Simmons responded to questions related the school ' s payroll process and timekeeping procedures and 

stated the Head of School is responsible for approval of time records and payments for teachers on staff. Ms. 
Simmons also responded to questions that SEGS does not have written timekeeping policies and procedures for 

administrative staff reporting directly to the Board. Currently Ms. Simmons is allowed approve payments for 

services to the administrative positions reporting directly to the Board without Board oversight. 

Our review included an examination of I 00% of SEGS ' payroll transactions for administrative staff for the time 

period of July I , 2013 to September 25, 2014. The review revealed that no timesheets were used to support the 

payment for services of administrative staff. The invoices submitted by Ms. Simmons and Ms. Berry for 

payment of their services do not include an itemization of hours worked and are not supported by 

documentation. Currently there is no requirement that a designated Board member review and authorize 
payment of invoices submitted by administrative staff. 

Good accounting control and internal control procedures require supervisory review of time and attendance 

records and provision of supporting documentation upon request. The absence of written timekeeping 

procedures for school administration increases the risk of fraud , waste and abuse due to erroneous or intentional 
inaccuracies. NC General Statue I I 5C-238.29G(a)(2)) requires charter schools meet generally accepted 

standards of fiscal management which includes . The North Carolina Charter School Financial Guide identifies 

maintenance of documentation that outlines internal controls on business practices and operation as one of the 

requirement to adhere to GS I I 4C-238.29G(a)(2)). 

North Carolina Department of Public Instruction 
Division of School Business 8 
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Page 1 of 3 

RALEIGH, N.C. - A failed Kinston charter school that mismanaged money for years got $667,000 in 

taxpayer funds months before it shut down, then paid the couple who headed the school $11,000 

while other employees were owed $370,000, state auditors said Wednesday. 

The Office of State Auditors looked into the finances of Kinston Charter Academy after it closed in 

September 2013. The State Board of Education is considering suing to recover state funds the school 

got for the 2013-14 academic year before it was shuttered and to ask lawmakers for increased 

financial oversight, Chairman Bill Cobey said. 

"We plan to seek legislation this year to strengthen our authority in situations where a charter 

school is on probation for financial difficulties," Cobey said in a prepared statement. "This would 

allow us to quickly cease expenditures if necessary." 

There are nearly 150 charter schools statewide and 11 more are set to open in August. They are 

public schools operated by a nonprofit board of directors with much greater financial and academic 

flexibility than traditional schools. 

The Kinston school opened in 2004 to serve kindergarten through eighth-grade children in Greene, 

Lenoir and Pitt counties. By the time it closed, nearly all of its 189 students qualified for free or 

reduced-price lunches. Just 5 percent of students were proficient in math and 18 percent read at 

grade level after the 2012-13 school year. 

Financial shortfalls would have closed the school in 2007 if five of the school's eight board members 

hadn't taken personal loans to keep it operating, school CEO and principal Ozie Hall told auditors. 
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Hall's wife Demyra, who chaired the school's board, was one of the three directors who didn't 

borrow to keep the school afloat, auditors said. 

By July 2013, the school had been cited for financial deficiencies multiple times over six years but 

still received $666,818 in taxpayer funds as an initial installment for the upcoming academic year, 

the report said . 

Some of the money went to pay off two loans totaling $230,000 borrowed in the preceding two 

months to keep the doors open. They carried interest rates of up to 515 percent, auditors said. Hall 

told auditors the loans were the only ones available because of the school's precarious finances. 

Because charter school boards manage their own money and operations, they aren't required to 

inform state school officials when they take on additional debt, the report said. 

School leaders also predicted almost twice as many students would enroll for the 2013-14 year than 

actually did, the report said. That inflated estimate meant the Kinston charter school received 

$300,000 more than it was due and spent it before the state Department of Public Instruction could 

recognize and recover the overpayment, the report said. 

Demyra Hall, a former criminal defense lawyer, and their daughter, Khadijah, were paid $92,000 in 

the school's final year though they were "unqualified" because they lacked any education 

experience, auditors said. 

Ozie and Demyra Hall where paid $11,000 for unused vacation time less than a month before the 

school closed while other employees were owed $370,000, the report said. The school was 

delinquent on employee health insurance and retirement plan payments, DPI school business 

administration director Alexis Schauss said. 

Ozie Hall said his wife removed herself from the school's board decision to make the payments, 

which they were owed because they'd spent years working instead of taking time off. 

"I had not had vacation in more than four years," Hall said. "I was entitled to it." 

Still, state auditors said, "the report questions whether it was prudent and ethical to receive those 

payments when the school did not meet all of its payroll obligations for other employees." 

Ozie Hall has filed a petition, saying the audit contains "multiple errors of fact (and) significant 

distortions of fact." 
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EXECUTIVE SUMMARY 

PURPOSE 
The Office of the State Auditor received allegations from the North Carolina Department of Public 
Instruction (DPI) regarding potential misspending by administrators at Kinston Charter Academy (School). 

BACKGROUND 

The School opened in 2004 and served students from Lenoir, Pitt, and Greene counties in kindergarten 
through eighth grade. The School relinquished its charter on September 4, 2013, in response to DPl's 
concerns about the School's finances and administrative oversight. 

KEY FINDINGS 

• School received $666,818 of state appropriations despite multiple citations for fiscal 
mismanagement. 

• School overstated attendance estimate which inflated state funds received by more than $300,000. 

• Inexperience and limited participation led to inadequate board and administrative oversight of 
School. 

• School employed Chief Executive Officer/Principal's (CEO) unqualified relatives, . at a cost ~f 
$92,500 in the School's final year. 

• Despite ultimately owing more than $370,000 in payroll obligations. questionable payments of more 
than $11.000 were made to the CEO and his wife. 

• Declining student attendance, unrealized private donations, and high operating costs contributed to 
School's insolvency. 

KEY RECOMMENDATIONS 

• The State Board of Education (State Board) should establish guidelines regarding the frequency 
and significance of financial performance/compliance issues that are allowed before a school 
charter is revoked or not renewed. 

• The State Board should seek legislative changes to revise its annual funding model to require 
documentation from schools to support projected attendance increases. especially for schools with 
financial performance or compliance issues. 

• The State Board should require charter schools to include at least one board member with training 
and/or experience in school administration, one board member with a business background, and 
one senior administrator with a school administration background. 

• The State Board should prohibit familial relationships at charter schools between board members 
and senior administrators. 

• DPI should consider pursuing civil action to recover any misspent funds including more than 
$11,000 of vacation payouts to the CEO and his wife. 

• The State Board should closely review a school's projected financial solvency when approving the 
initial charter or renewing charters. 

The key findings and recommendations in this summary may not be Inclusive of all the findings and recommendations 
in this report. 
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F INDINGS . RECOMMENDATIONS, AND RESPONSES 

1. SCHOOL RECEIVED $666,818 OF STATE APPROPRIATIONS IN JULY 2013 
DESPITE MULTIPLE CITATIONS FOR FISCAL MISMANAGEMENT 

The North Carolina Department of Public Instruction (DPI) cited Kinston Charter 
Academy (School) for financial deficiencies multiple times over six years. However, the 
State Board of Education (State Board) did not initiate revocation of the School's charter 
until after the School received $666,818 of state-appropriated funds in July 2013. As a 
result, the Chief Executive Officer/Principal (CEO) was able to spend state funds 
appropriated for the 2013-14 school year to pay expenses incurred during the prior 
school year. For example: 

• On July 22, 2013, the School paid off two $100,000 loans obtained on May 31, 2013, 
and June 27, 2013. These loans were paid in full after the School received its initial 
installment of state funds for 2013-14. (See Finding 6) 

• After receiving its initial 2013-14 installment from DPl , the School paid the 
Department of State Treasurer's State Health Plan $80,731 for unpaid contributions 
from the previous school year. (See Finding 5) 

State law10 and the State Board's Policy Manual outline the actions DPI may take 
including recommending termination or nonrenewal of a charter to the State Board for 
"failure to meet generally accepted standards of fiscal management." However, state law 
and State Board policies do not have established criteria for recommending revocation of 
a school's charter specific to the length or magnitude of financial issues. Instead, DPI 
takes action on a case-by-case basis through the annual review of audited financial 
statements and the charter renewal process. 11 

Under state law and State Board policy, circumstances such as repeated deficit fund 
balances or declining financial ratios do not automatically initiate the charter revocation 
process. Even though the School accumulated deficit fund balances during six of seven 
years, these financial deficiencies were not enough to initiate charter revocation. 

OPI cited the School multiple times for financial issues beginning in 2008 but the State 
Board did not initiate revocation of the School's charter until 2013. (See Appendix A) 

• On June 5, 2008, DPI placed the School on "Financial Probationary Status" due to 
the School's $354,292 deficit fund balance for the fiscal year ended June 30, 2007. 
(See Appendix B) 

• On March 24, 2010, DPI raised the action to the highest level, "Financial Disciplinary 
Status." 

• On March 8, 2012, DPI notified the School that the remaining allotments for the 
2011 -12 school year would be provided in monthly installments rather than a lump 
sum installment for the final third of the academic year. 12 However, during the 

10 North Carolina General Statute § 115-238.29G 
11 The State Board may grant a charter lasting up to 10 years with renewal of the original charter to last as long 

as 10 years. 
12 Charter schools typically receive allotments in three installments per year with 34% provided after the General 

Assembly adjourns, 34% in October, and the remaining 32% in February. 

Page 020 



FINDINGS , RECOMMENDATIONS, AND RESPONSES 

2012-13 and 2013-14 school years, DPI returned the School to the three installments 
per year schedule rather than keeping it on a monthly installment schedule. 

• On June 5, 2013, DPI placed the School on "Governance Cautionary Status" for 
failure to submit employee benefit contributions. 13 

• On August 2, 2013, the Office of Charter Schools sent the School a letter warning of 
the potential closing of the School. 

• On August 16, 2013, the Office of Charter Schools raised the disciplinary status to 
"Governance Noncompliance Status" and sent another letter indicating DPl 's 
intention to recommend initiation of revocation of the School's charter at the next 
State Board meeting on September 4, 2013, for failure to respond to or resolve 
issues identified in the June 2013 letter. 

During the final year of the School's operation, DPI exchanged multiple communications 
with the School regarding concerns about finances, programmatic issues, and academic 
performance. (See Appendix C) In a March 12, 2013 phone call, the CEO acknowledged 
that the School had "budgeting concerns" and mentioned "the possibility that the school 
would be closing." Nevertheless, DPI provided the full initial installment of $666,818 in 
July 2013. 

DPI could not recover any of the state-appropriated funds. In July, August, and 
September 2013, the School spent the entire first installment of the allotment for the 
2013-14 school year even though it closed on September 6, 2013, the ninth day of 
classes. (See Appendix D) The funds were intended to last until the School's next 
installment was paid in October. However, the School voluntarily surrendered its charter 
at the State Board meeting on September 4, 2013. 

RECOMMENDATIONS 

The State Board should establish guidelines regarding the frequency and significance of 
financial performance/compliance issues that are allowed before a charter is revoked or 
not renewed. 

The State Board should establish criteria to consider taking more prompt action if a 
charter school experiences financial performance issues. 

The State Board should consider requiring any charter school on financial probationary, 
financial disciplinary, governance cautionary, or governance noncompliance status to 
submit monthly financial statements to DPl's Division of School Business Services for 
review. 

For schools cited for financial performance/compliance issues, the State Board should 
consider only permitting monthly installments rather than the larger, three installments 
per year. The charter school should demonstrate and document significant financial 
improvements over a full academic year prior to reinstating the larger installment 

~/ schedule. 

fy" The School withheld ftmds from em~oyee paychecks b, t d~ not '"bmlt health '"'"'"""' p<eml,ms to the 
Department of State Treasurer's State Health Plan and retirement contributions to the Department of State 
Treasurer's State Retirement System. 
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The State Board should adopt policies and procedures for recovery of state funds when 
a school's charter Is revoked or relinquished prior to the end of the academic year. 

The State Board and DPI should seek legal counsel regarding potential civil action 
concerning the CEO's mismanagement of the $666,818 initial installment of the 2013-14 allotment.. _______________________ _ 

Note: This finding referred to the State Bureau of Investigation and the District 
Attorney for Lenoir County. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 276 
1 

Short Title: Agency Participation Procedures Act of 2015.-AB (Public) 

Sponsors: Representatives Ross, Gill, Goodman, and McNeill (Primary Sponsors). 
For a complete list qf Sponsors, refer to the North Carolina General Assembly Web Site. 

Referred to: Education - K-12, if favorable, Pensions and Retirement. 

March 19, 2015 

A BILL TO BE ENTITLED 
AN ACT TO ENACT THE AGENCY PARTICIPATION PROCEDURES ACT OF 2015. 
The General Assembly of North Carolina enacts: 

SECTION 1. G.S. 135-5.3 reads as rewritten: 
"§ 135-5.3. Optional participation for charter schools operated by private nonprofit 

corporations. 
(a) The board of directors of each charter school operated by a private nonprofit 

corporation shall elect whether to become a participating employer in the Retirement System in 
accordance with this Article. This election shall be in writing, shall be made no later than 30 
days after this section becomes la,..v,writing and shall be filed with the Retirement System and 
with the State Board of Education. For each charter school employee who is employed on or 
before the date the board makes the election to participate, membership in the System is 
effective as of the date the board makes the election to participate. For each charter school 
employee who is employed after the date the board makes the election, membership in the 
System is effective as of the date of that employee's entry into eligible service. This subsection 
applies only to charter schools that received State Board of Education approval under [former] 
G.S. l l 5C-238.29D in 1997 or 1998. 

(b) No later than 30 days after both parties have signed the 'nTitten charter under 
G.S. 11 SC 218.15, the board of directors of a charter school operated by a private nonprofit 
corporation shall elect whether to become a participating employer in the Retirement System in 
accordance 1n·ith this Article.The board of directors of a chatter school operated by a private 
nonprofit corporation shall elect whether to seek to become a participating emplover in the 
Retirement System in accordance with this Atticle. This election shall be in writing and filed 
with the Retirement System and with the State Board of Education and is effective for each 
charter school employee as of the date of that employee's entry into eligible service. This 
subsection applies to charter schools that receive State Board of Education approval under 
[former] G.S. 115C-238.29D [ or G.S. I I 5C-2 I 8.5] after 1998. 

ilil.l A charter school seeking to become a pa1ticipating employer in the Retirement 
System shall undergo an actuariaL financial, and legal review as required by the Board of 
Trustees. Upon acceptance by the Board of Trustees of the application to become a 
participating emplover and acknowledgement of the acceptance of the withdrawal liability bv 
charter schooL the charter school shall be a participating employer in the Retirement System. 

(c) A charter school board's election to become a participating employer in the 
Retirement System under this section is irrevocable and shall require all eligible employees of 
the charter school to participate. 
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General Assembly of North Carolina Session 2015 

( d) No retirement benefit, death benefit, or other benefit payable under the Retirement 
System shall be paid by the State of North Carolina or the Board of Trustees of the Teachers' 
and State Employees' Retirement System on account of employment with a charter school with 
respect to any employee, or with respect to any beneficiary of an employee, of a charter school 
whose board of directors does not elect to become a participating employer in the Retirement 
System under this section. 

( e) The board of directors of each charter school shall notify each of its employees as to 
whether the board elected to become a participating employer in the Retirement System under 
this section. This notification shall be in writing and shall be provided within 30 days of the 
board's election or at the time an initial offer for employment is made, whichever occurs last. If 
the board did not elect to join the Retirement System, the notice shall include a statement that 
the employee shall have no legal recourse against the board or the State for any possible credit 
or reimbursement under the Retirement System. The employee shall provide written 
acknowledgment of the employee's receipt of the notification under this subsection. 

ill The board of directors of each chatter school mav elect to revoke its decision to be a 
pa1ticipating emplover in the Retirement Svstem for all of its employees. In order to make such 
a revocation. a board shall: 

ill Communicate its decision and provide the Retirement Systems Division of 
the State Treasurer's Office with copies of anv actions by the Board relating 
to this election. 

ill Notify its emplovees at least seven days prior to anv vote by the Board on 
revoking the election that. effective with the charter school's withdrawal 
from the Retirement System, those employees will not earn any additional 
creditable service in the Retirement Svstem . 

ill Make a lump sum pavment of the withdrawal liability required under 
G.S. 135-8(i)." 

SECTION 2. G.S. 120-114 reads as rewritten: 
"§ 120-114. Actuarial Detes.notes; Retirement Svstem advisory letters and cost estimates. 

(a) Every bill, joint resolution, and simple or concurrent resolution introduced in the 
General Assembly proposing any change in the law relative to any State, municipal, or other 
retirement system, funded in whole or in part out of public funds, or any program of hospital, 
medical, disability, or related benefits provided for teachers and State employees, funded in 
whole or in part by State funds, shall have attached to it at the time of its consideration by any 
committee of either house of the General Assembly a brief explanatory statement or note which 
shall include a reliable estimate of the financial and actuarial effect of the proposed change in 
any such retirement system or program of hospital , medical, disability, or related benefits. This 
actuarial note shall be attached to the original of each proposed bill or resolution which is 
reported favorably by any committee of either house of the General Assembly, but shall be 
separate therefrom, shall be clearly designated as an actuarial note and shall not constitute a 
part of the law or other provisions or expression of legislative intent proposed by the bill or 
resolution. 

(b) The author of each bill or resolution shall present a copy of the bill or resolution, 
with his request for an actuarial note, to the Fiscal Research Division which shall have the duty 
to prepare said actuarial note as promptly as possible. Actuarial notes shall be prepared and 
transmitted to the author or authors no later than two weeks after the request for the actuarial 
note is made, unless an extension of time is agreed to by the author or authors as being 
necessary in preparation of the note. Any person who signs an actuarial note knowing it to 
contain false information shall be fined not more than five hundred dollars ($500.00) or 
imprisoned not more than six months, or both. 

(c) The author of each bill or resolution shall also present a copy of the bill or 
resolution to any actuary employed by the retirement system, or to any actuary employed by a 
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1 program of hospital, medical, disability, or related benefits provided for teachers and State 
2 employees, affected by the bill or resolution in question. Actuarial notes shall be prepared and 
3 transmitted to the author or authors of the measure no later than two weeks after the request for 
4 the actuarial note is received, unless an extension of time is agreed to by the author or authors 
5 as being necessary in preparation of the note. Any person who signs an actuarial note knowing 
6 it to contain false information shall be fined not more than five hundred dollars ($500.00) or 
7 imprisoned not more than six months, or both. The provisions of this subsection may be waived 
8 for any local government retirement or pension plans not administered by the State, and for any 
9 local government program of hospital, medical, disability, or related benefits for local 

10 government employees not administered by the State. 
11 (d) The note shall be factual and shall, if possible, provide a reliable estimate of both 
12 the immediate effect and , if determinable or reasonably foreseeable, the long range fiscal and 
13 actuarial effect of the measure. If, after carefu l investigation, it is determined that no dollar 
] 4 estimate is possible, the note shall contain a statement to that effect, setting forth the reasons 
15 why no dollar estimate can be given . No comment or opinion shall be included in the actuarial 
16 note with regard to the merits of the measure for which the note is prepared. However, 
17 technical and mechanical defects may be noted. 
18 (e) At any time any committee of either house reports any legislative instrument, to 
19 which an actuarial note or notes are attached at the time of committee consideration, with any 
20 amendment of such nature as would substantially affect the cost to or the revenues of any 
21 retirement system, or program of hospital , medical, disability, or related benefits for teachers 
22 and State employees, as stated in the actuarial note or notes attached to the measure at the time 
23 of such consideration, it shall be the responsibility of the chairman of the committee rep01ting 
24 such instrument to obtain from the Fiscal Research Division an actuarial note of the fiscal and 
25 actuarial effect of the change proposed by the amendment reported. Such actuarial note shall be 
26 attached to the report of the committee on the measure as a supplement thereto. A floor 
27 amendment to a bill or resolution to which an actuarial note was attached at the time of 
28 committee consideration of the bill or resolution shall not be in order, if the amendment affects 
29 the costs to or the revenues of a retirement system, or program of hospital, medical , disability, 
30 or related benefits provided for teachers and State employees, unless the amendment is 
31 accompanied by an actuarial note, prepared by the Fiscal Research Division, as to the actuarial 
32 effect of the amendment. 
33 ill In addition to the other requirements of this section, if a bill or resolution 
34 contemplates adding a public agency as a participating employer in the Teacher's and State 
35 Employees' Retirement System or the Local Governmental Employees Retirement Svstem, the 
36 Fiscal Research Division shall obtain an advi sory letter from the Attorney General regarding 
37 whether the agency is eligible for participation. 
38 .(gl In addition to the other requirements of this section. if a bill or resolution 
39 contemplates removing a public agency as a patticipating employer from the Teacher's and 
40 State Employees' Retirement System or the Local Governmental Employees Retirement 
41 System. the Fiscal Research Division shall obtain an estimate of cost of the withdrawal liability 
42 the agency would owe under procedures established bv the Boards of Trustees of the 
43 Retirement Systems." 
44 SECTION 3.(a) G.S. 135-8 is amended by adding a new subsection to read: 
45 "ill Payment to Cease Participation. - Any employing unit that is allowed to cease 
46 participation in the Retirement System by the General Assembly or as otherwise provided in 
47 this Chapter shall make a lump sum pavment to the Teacher's and State Employees' Retirement 
48 System equal to the actuarial present value of the additional liabilities imposed upon the 
49 System. to be determined by the System's consulting actuary, plus an administrative fee to be 
50 determined bv the Board of Trustees." 
51 SECTION 3.(b) G.S . 128-30 is amended by adding a new subsection to read: 
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1 "ill Payment to Cease Participation. - Any employing unit that is allowed to cease 
2 participation in the Retirement System by the General Assembly shall make a lump sum 
3 payment to the Local Governmental Employees' Retirement System equal to the actuarial 
4 present value of the additional liabilities imposed upon the System. to be determined by the 
5 System's consulting actuary, plus an administrative fee to be determined by the Board of 
6 Trustees." 
7 SECTION 4. This act becomes effective July 1, 2015. 
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HOUSE BILL 616: 
Local Governmental Employees' Retire. COLA 

2015-2016 General Assembly 

Committee: House Pensions and Retirement, if favorable, 
Appropriations 

Date: April 20, 2015 

Introduced by: 
Analysis of: 

Rep. McNeill 
First Edition 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: House Bill 616 provides a 1% cost-of-living adjustment (COLA) for retirees in the 
Local Governmental Employees' Retirement System (LGERS) effective Ju~v 1, 2015, and amends the 
statutes to reffoct increases that were provided in 2006, 2007, 2008, and 2009. 

BILL ANALYSIS: 

House Bill 616 amends the benefit section of the Local Governmental Employees Retirement System 
(LGERS) statutes to add subsections (hhh) - (kkk) to G.S. 128-27 which represent increases already 
provided by the Board of Trustees. 

G .S. 128-27(111) \Vould provide a I% COLA to retirees in the LGERS effective July 1, 2015. 

EFFECTIVE DATE: This act would become effective July 1, 2015. 

CURRENT LA \V: 

G.S. 128-27(k) Post-Retirement Increases in Allowances. - As of December 31 , 1969, the ratio of the 
Consumer Price Index to such index one year earlier shall be determined. If such ratio indicates an 
increase that equals or exceeds three per centum (3%), each beneficiary receiving a retirement allowance 
as of December 31, 1968, shall be entitled to have his allowance increased three per centum (3%) 
effective July 1, 1970. 

As of December 31, 1970, the ratio of the Consumer Price Index to such index one year earlier shall 
be determined. If such ratio indicates an increase of at least one per centum (1 %), each beneficiary on 
the retirement rolls as of July 1, 1970, shall be entit led to have his allowance increased effective July I, 
1971 , as follows : 

Increase 
In Index 

1.00 to 1.49% 
1.50 to 2.49% 

Increase In 
Allowance 

1% 
2% 

2.50 to 3.49%, 3<VcJ 
3.50% or more 4<Vc, 

As of December 31, 1971 , an increase in retirement allowances shall be calculated and made 
effective July I, 1972, in the manner described in the preceding paragraph . As of December 31 of each 
year after 1971, the ratio (R) of the Consumer Price Index to such index one year earlier shall be 
determined, and each beneficiary on the retirement rolls as of July 1 of the year of determination shall be 
entitled to have his allowance increased effective on July 1 of the year following the year of 
determination by the same percentage of increase indicated by the ratio (R) calculated to the nearest 
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tenth of one per centum (l/10 of 1%), but not more than four per centum (4%); provided that any such 
increase in allowances shall be contingent upon the total fund providing sufficient investment gains to 
cover the additional actuarial liabilities on account of such increase. The determination of whether there 
are sufficient investment gains to cover the possible postretirement increase in allowance shall reside 
exclusively within the discretion of the Board of Trustees and shall be informed by the findings within 
the annual actuarial valuation reports. In considering whether to grant a postretirement increase, the 
Board of Trustees shall take into account both the rate of inflation as determined by the Consumer Price 
Index and the record of investment gains or losses during the preceding three-year period. 

The allowance of a surviving annuitant of a beneficiary whose allowance is increased under this 
subsection shall, when and if payable, be increased by the same per centum. 

Any increase in allowance granted hereunder shall be permanent, irrespective of any subsequent 
decrease in the Consumer Price Index, and shall be included in determining any subsequent increase. 

Notwithstanding the foregoing linkage between increases in the Consumer Price Index and 
correlative contingent increases in retirement benefits determined by the availability of sufficient 
investment gains to cover the additional actuarial liabilities arising from those increased benefits, the 
Board of Trustees, may in any year, considering an increase, if any, in the Consumer Price ]ndex, fund a 
cost-of-living increase in a percentage amount, measured in tenths of one percent (l /10 of 1 %), of up to 
four percent (4%), provided that the Board may use only investment gains to fund such an increase. 

For purposes of this subsection, Consumer Price Index shall mean the Consumer Price Index (all 
items - United States city average), as published by the United States Department of Labor, Bureau of 
Labor Statistics. 
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Short Title: Local Governmental Employees' Retire. COLA. (Public) 

Sponsors: Representative McNeill (Primary Sponsor) . 
For a complete list q[Sponsors, refer to the North Carolina General Assembly Web Site. 

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

April 13 , 2015 

A BILL TO BE ENTITLED 
AN ACT TO PROVIDE COST-OF-LIVING INCREASES FOR MEMBERS OF THE LOCAL 

GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM . 
The General Assembly of North Carol ina enacts: 

SECTION 1.(a) G.S. 128-27 is amended by adding five new subsections to read: 
".(hhb} From and after July 1. 2006. the retirement allowance to or on account of 

beneficiaries whose ret irement commenced on or before Julv L 2005. shall be increased by two 
and eight-tenths percent (2 .8%) of the allowance payable on June l. 2006, in accordance with 
subsection (k) of this section. Furthermore. from and after Julv 1. 2006. the retirement 
allowance to or on account of beneficiaries whose retirement commenced after July l, 2005. 
but before June 30. 2006, shall be increased by a prorated amount of two and eight-tenths 
percent (2.8%) of the allowance payable as determined by the Board of Trustees based upon the 
number of months that a retirement allowance was paid between July L 2005. and June 30, 
2006. 

ili.il From and after July I. 2007. the retirement allowance to or on account of 
beneficiaries whose retirement commenced on or before July I, 2006. shall be increased by two 
and two-tenths percent (2.2%) of the allowance pavable on June 1. 2007. in accordance with 
subsection (k) of this section. Furthermore. from and after July 1. 2007. the retirement 
allowance to or on account of beneficiaries whose retirement commenced after July 1. 2006. 
but before June 30, 2007. shall be increased by a prorated amount of two and two-tenths 
percent (2.2%) of the allowance payable as determined bv the Board of Trustees based upon the 
number of months that a retirement allowance was paid between July 1. 2006. and June 30. 
2007. 

f.iill From and after July l. 2008. the retirement allowance to or on account of 
beneficiaries whose retirement commenced on or before July 1. 2007, shall be increased by two 
and fifteen-hundredths percent (2.15%) of the allowance payable on June 1. 2008, in 
accordance with subsection (k) of this section. Furthermore. from and after July I. 2008. the 
retirement allowance to or on account of beneficiaries whose retirement commenced after July 
1. 2007, but before June 30, 2008. shall be increased by a prorated amount of two and 
fifteen-hundredths percent (2.15%) of the allowance payable as determined by the Board of 
Trustees based upon the number of months that a retirement allowance was paid between July 
1. 2007. and June 30. 2008. 

(kkk) From and after July 1. 2009, the retirement allowance to or on account of 
beneficiaries whose retirement commenced on or before July 1, 2008. shall be increased by 

II 111 I 
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1 one-tenth of one percent (.1 %) of the allowance payable on June 1, 2009. in accordance with 
2 subsection (k) of this section. Furthermore, from and after July l, 2009, the retirement 
3 allowance to or on account of beneficiaries whose retirement commenced after July 1. 2008. 
4 but before June 30, 2009, shall be increased by a prorated amount of one-tenth of a percent 
5 (.I%) of the allowance payable as determined by the Board of Trustees based upon the number 
6 of months that a retirement allowance was paid between Julv 1. 2008, and June 30, 2009. 
7 illl2 From and after July 1. 2015, the retirement allowance to or on account of 
8 beneficiaries whose retirement commenced on or before July 1. 2014, shall be increased bv one 
9 percent (1 %) of the allowance payable on June 1. 2015. in accordance with subsection (k) of 

10 this section. Fu1thermore. from and after Julv L 2015. the retirement allowance to or on 
11 account of beneficiaries whose retirement commenced after Julv l, 20 14, but before June 30, 
12 70 15. shall be increased by a prorated amount of one percent (1%) of the allowance payable as 
13 determined by the Board of Trustees based upon the number of months that a retirement 
14 allowance was paid between July 1. 2014, and June 30. 2015." 
15 SECTION l.(b) The cost-of-l iving increases provided for in G.S. 128-27(hhh) 
16 through (kkk), as enacted in subsection (a) of this section, represent increases already provided 
17 by the Board of Trustees to members of the Local Governmental Employees' Retirement 
18 System. 
19 SECTION 2. This act becomes effective July l, 2015. 

• 
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HOUSE BILL 616: 
Local Governmental Employees' Retire. COLA 

2015-WJ 6 General Assembly 

Committee: House Pensions and Retirement, if favorable, 
Appropriations 

Introduced by: Rep. McNeil! 
Analysis of: First Edition 

Date: April 20, 2015 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: House Bill 616 provides a 1% cost-of-living adjustment (COLA) for retirees in the 
Local Governmental Employees' Retirement System (LGERS) effective July 1, 2015, and amends the 
statutes to re.fleet increases that were provided in 2006, 2007, 2008, and 2009. 

BILL ANALYSIS: 

House Bill 616 amends the benefit section of the Local Governmental Employees Retirement System 
(LGERS) statutes to add subsections (hhh) - (kkk) to G.S . 128-27 which represent increases already 
provided by the Board of Trustees. 

G.S. 128-27(111) would provide al% COLA to retirees in the LGERS effective July 1, 2015. 

EFFECTIVE DATE: This act would become effective .July 1, 2015 . 

CURRENT LA \V: 

G.S.128-27(k) Post-Retirement Increases in Allowances. -As of December 31, 1969, the ratio of the 
Consumer Price Index to such index one year earlier shall be determined. If such ratio indicates an 
increase that equals or exceeds three per centum (3%), each beneficiary receiving a retirement allowance 
as of December 31 , 1968, shall be entitled to have his allowance increased three per centum (3%) 
effective July I , 1970. 

As of December 31, 1970, the ratio of the Consumer Price Index to such index one year earlier shall 
be determined. If such ratio indicates an increase of at least one per centum (1 %), each beneficiary on 
the retirement rolls as of July I, 1970, shall be entitled to have his allowance increased effective July I , 
197 l, as follows: 

Increase 
In Index 

1.00 to 1.49% 
1.50 to 2.49% 
2.50 to 3.49%, 

Increase In 
Allowance 

1% 
2% 
31% 

3.50% or more 4% 
As of December 31, 1971 , an increase in retirement allowances shall be calculated and made 

effective July I, 1972, in the manner described in the preced ing paragraph. As of December 31 of each 
year after 197 J, the ratio (R) of the Consumer Price Index to such index one year earlier shall be 
determined, and each beneficiary on the retirement rolls as of .July 1 of the year of determination shail be 
entitled to have his allowance increased effective on July 1 of the year following the year of 
determination by the same percentage of increase indicated by the ratio (R) calculated to the nearest 
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tenth of one per centum (1/10 of 1%), but not more than four per centum (4%); provided that any such 
increase in allowances shall be contingent upon the total fund providing sufficient investment gains to 
cover the additional actuarial liabilities on account of such increase. The determination of whether there 
are sufficient investment gains to cover the possible postretirement increase in allowance shall reside 
exclusively within the discretion of the Board of Trustees and shall be informed by the findings within 
the annual actuarial valuation reports. In considering whether to grant a postretirement increase, the 
Board of Trustees shall take into account both the rate of inflation as determined by the Consumer Price 
Index and the record of investment gains or losses during the preceding three-year period. 

The allowance of a surviving annuitant of a beneficiary whose allowance is increased under this 
subsection shall, when and if payable, be increased by the same per centum . 

Any increase in allowance granted hereunder shall be permanent, irrespective of any subsequent 
decrease in the Consumer Price Index, and shall be included in determining any subsequent increase. 

Notwithstanding the foregoing linkage between increases in the Consumer Price Index and 
correlative contingent increases in retirement benefits determined by the availability of sufficient 
investment gains to cover the additional actuarial liabilities arising from those increased benefits, the 
Board of Trustees, may in any year, considering an increase, if any, in the Consumer Price 1ndex, fund a 
cost-of-living increase in a percentage amount, measured in tenths of one percent (1 / 10 of 1%), of up to 
four percent (4%), provided that the Board may use only investment gains to fund such an increase. 

For purposes of this subsection, Consumer Price Index shall mean the Consumer Price Index (all 
items - United States city average), as published by the United States Department of Labor, Bureau of 
Labor Statistics. 

• 
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Short Title: Local Governmental Employees' Retire. COLA. (Public) 

Sponsors: Representative McNeill (Primary Sponsor). 
For a complete list o.f Sponsors, refer to the 11/qrth Carolina General Assembly Web Site. 

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

April 13,2015 

1 A BILL TO BE ENTrTLED 
2 AN ACT TO PROVIDE COST-OF-LIVING INCREASES FOR MEMBERS OF THE LOCAL 
3 GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM. 
4 The General Assembly of North Carolina enacts: 
5 SECTION 1.(a) G.S. 128-27 is amended by adding five new subsections to read: 
6 "(hhh) From and after July 1. 2006. the retirement allowance to or on account of 
7 beneficiaries whose retirement commenced on or before July 1. 2005. shall be increased by two 
8 and eight-tenths percent (2.8%) of the allowance payable on June I, 2006, in accordance with 
9 subsection (k) of this section. Furthennore. from and after July 1. 2006. the retirement 

10 allowance to or on account of beneficiaries whose retirement commenced after July 1, 2005, 
11 but before June 30. 2006, shall be increased by a prorated amount of two and eight-tenths 
12 percent (2.8%) of the allowance payable as determined by the Board of Trustees based upon the 
13 number of months that a retirement allowance was paid between July L 2005, and June 30, 
14 2006. 
15 ili.il From and after Julv 1. 2007. the retirement allowance to or on account of 
16 beneficiaries whose retirement commenced on or before July l, 2006. shall be increased by two 
17 and two-tenths percent (2.2%) of the allowance pavable on June L 2007, in accordance with 
18 subsection (k) of this section. Furthermore. from and after July 1. 2007. the retirement 
19 allowance to or on account of beneficiaries whose retirement commenced after July L 2006. 
20 but before June 30, 2007. shall be increased by a prorated amount of two and two-tenths 
21 percent (2.2%) of the allowance payable as determined bv the Board of Trustees based upon the 
22 number of months that a retirement allowance was paid betv,'een July 1. 2006. and June 30. 
23 2007. 
24 .ilii} From and after July L 2008. the retirement allowance to or on account of 
25 beneficiaries whose retirement commenced on or before July 1. 2007. shall be increased by two 
26 and fifteen-hundredths percent (2 .15%) of the allowance payable on June 1, 2008, in 
27 accordance with subsection (k) of this section. Furthermore. from and after July 1, 2008, the 
28 retirement allowance to or on account of beneficiaries whose retirement commenced after July 
29 1. 2007. but before June 30. 2008. shall be increased by a prorated amount of two and 
30 fifteen-hundredths percent (2.15%) of the allowance payable as determined by the Board of 
31 Trustees based upon the number of months that a retirement allowance was paid between July 
32 1. 2007. and June 30. 2008. 
33 (kkk) From and after July 1. 2009. the retirement allowance to or on account of 
34 beneficiaries whose retirement commenced on or before July 1, 2008. shall be increased by 

I II 11 
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I one-tenth of one percent (.I%) of the allowance pavable on June l, 2009. in accordance with 
2 subsection (k) of this section. Furthermore, from and after July I, 2009, the retirement 
3 allowance to or on account of beneficiaries whose retirement commenced after July 1. 2008, 
4 but before June 30, 2009, shall be increased by a prorated amount of one-tenth of a percent 
5 (.I%) of the allowance payable as determined by the Board of Trustees based upon the number 
6 of months that a retirement allowance was paid between July 1. 2008, and June 30, 2009. 
7 illll From and after July 1. 2015, the retirement allowance to or on account of 
8 beneficiaries whose retirement commenced on or before July L 2014, shall be increased by one 
9 percent (] %) of the allowance payable on June L 2015, in accordance with subsection (k) of 

10 this section. Furthermore. from and after July L 2015, the retirement allowance to or on 
11 account of beneficiaries whose retirement commenced after July L 2014, but before June 30, 
12 2015, shall be increased by a prorated amount of one percent (1 %) of the allowance payable as 
13 determined by the Board of Trustees based upon the number of months that a retirement 
14 allowance was paid between July L 2014, and June 30, 2015." 
15 SECTION 1.(b) The cost-of-living increases provided for in G.S. I 28-27(hhh) 
16 through (kkk), as enacted in subsection (a) of this section, represent increases already provided 
17 by the Board of Trustees to members of the Local Governmental Employees' Retirement 
18 System. 
19 SECTION 2. This act becomes effective July 1, 2015. 
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BILL NUMBER: 

SHORT TITLE: 

SPONSOR(S): 

Session · O'l5 . ~ -. 
Legislative Re rement Note 

House Bill 616 (First Edition) 

Local Governmental Employees' Retire . COLA . 

Representative McNeil( 

FUNDS AFFECTED: Local government funds 

SYSTEM OR PROGRAM AFFECTED: Local Governmental Employees ' Retirement 
System (LGERS) 

BILL SUMMARY: Provides a 1.0% cost-of-living adjustment (COLA) to retirees in LGERS, 
effective July I, 2015 . 

EFFECTIVE DATE: July I , 2015 

ESTIMATED IMPACT ON LOCAL GOVERNMENTS: 

Both Buck Consultants, the actuary for LGERS, and Hartman & Associates, the actuary for the 
General Assembly, estimate that each I% COLA requires an increase in the LGERS employer 
contribution rate of 0.24% of pay. Because the LGERS Board of Trustees has already granted a 
0.625% COLA , as authorized under G.S. 128-27(k), the net additional impact of this bill is as 
follows: 

a. Contribution rate increase for 1 % COLA 0.24% 
b. Contribution rate increase for 0 .625% COLA 0.15% 
c. Net contribution rate increase due to the bill (a. - b.) 0.09% 

d. Estimated active employee compensation $5,726,580,000 
e. Estimated increase in annual local government contributions due to the $5, 153,922 
bill (c. X d .) 

Under G.S. 128-27(k), the Board of Trustees is only authorized to grant a COLA to the extent it 
can be funded by investment gains. 0.625% is the maximum COLA that could be funded with 
investment gains. 

Local governments that participate in LGERS are paying a normal contribution rate of 7.07% on 
behalf of general employees in FY 2014-15. The normal contribution in the December 31 , 2013 
valuation, which applies to FY 2015-16, is 6.52% for general employees. 

House Bill 616 (First Edition) 



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 December 31 , 2013 actuarial valuations . 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
LGERS 

Active Members 
Count 123,455 
Valuation Compensation (Total) $5,556M 
Average Age 44 
Average Service 10.3 

Inactive Members 
Count 50,998 

Retired Members 
Count 57,405 
Annual Benefits $l ,039M 
Average Age 68 
New Retirees During 2014 4,400 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
LGERS 

Accrued Liability (AL) Not meaningful 
Actuarial Value of Assets (A VA) $21 ,498M 
Market Value of Assets (MVA) $2 I ,784M 
Unfunded Accrued Liability (AL - AVA) Not meaningful 
Funded Status (A VA / AL) Not meaningful 
Annual Required Contribution (ARC) for FY 2015-16 (as% 6.52% 
of pay) (non-LEO) 
Assumed Rate of Investment Return 7.25% 
Salary Increase Assumption (includes 3.50% inflation and 4.25% - 8.55% 
productivity) 
Cost Method Frozen Entry Age 
Amortization Not applicable 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mortality improvement with scale AA 

Benefit Provisions 
LGERS 

Formula 1.85% x Service x 4 Year Avg Pay 
Unreduced retirement age/service Any/30; 60/25; 65 (55 for LE0)/5 
Employee contribution (as% of pay) 6% 

House Bill 616 (First Edition) 2 



• Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DA TA: 

Buck Consultants, "North Carolina Local Governmental Employees ' Retirement System, 
Report on the Actuarial Valuation Prepared as of December 31 , 2013", October 2, 2014, which is 
available on the Department of State Treasurer website. 

Hartman & Associates, LLC, " 1 % COLA for Retirees in the TSERS , LGERS, CJRS, and LRS 
Systems", March 10, 2015, original of which is on file in the General Assembly ' s Fiscal Research 
Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Division 

David Vanderweide 

DATE: April 17, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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IIOUSE BILL 385: 
Increase Sheriffs' Supp. Pension Court Cost 

2015-2016 General Assembly 

Committee: House Pensions and Retirement, if favorable, 
Finance 

Introduced by: Reps. McNeill, Presnell, Shepard, Waddell 
Analysis of: PCS to First Edition 

H385-CSSH-17 

Date: April 13, 2015 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: The PCS for House Bill 385 increases from $1.25 to $2.50 the portion of court costs 
used to fund supplemental pensio11 be11efits for sheriffs in the Sheriffs' Supplemental Pension Fund 
and allows unused sick leave in the Local Governmental Employees' Retireme11t System (LGERS) to 
be applied as eligible service in the Sheriffs' Supplemental Pension Fund. 

(The PCS combines the original content of JIB 385 and amended content from IlB 331.) 

CURRENT LAW: 

G.S. 7A-304(a)(3a) provides $1.25 from court costs collected in criminal cases to be used to fund the 
supplemental pension benefits for sheriffs. 

G.S. 7A-180(4) provides that the clerk of superior court in district court matters has the power to accept 
written appearances, waivers of trial or hearing and pleas of guilty or admissions of responsibility for 
certain types of offenses in accordance with schedules of offenses promulgated by the Conference of 
Chief District Judges and to enter judgment and collect the fine or penalty and costs . 

G.S. 7A-273(2) provides that in misdemeanor or infraction cases involving certain alcohol offenses, 
traffic offenses, hunting, fishing, State park and recreation area rule offenses, boating offenses, certain 
burning offenses and littering offenses the magistrate has power to accept written appearances; waivers 
of trial or hearing and pleas of guilty or admissions of responsibility, in accordance with the schedule of 
offenses and fines or penalties promulgated by the Conference of Chief District Judges, and to enter 
judgment and collect the fines or penalties or costs. . 

Article 12H of Chapter 143 provides the Sheriffs' Supplemental Pension Fund. As described in G.S. 
143-166.8, the Fund provides supplemental pension benefits for all county sheriffs who are retired from 
the Local Governmental Employees' Retirement System (LGERS), or an equivalent locally sponsored 
plan. The Sheriffs' Supplemental Pension Fund (SSPF) is administered by the NC Department of Justice, · 
Sheriffs' Standard~ Division. 

G.S. 128-26( e) outlines creditable service in the LGERS, including creditable service for unused sick 
leave . 

. .. -BILL ANALYSIS: Section 1 of the bill amends G.S-;- 7A-304(a) which provides for the assessment, 
,::collection, and distribution of costs in criminal cases. The bill increases from $1.25 to $2.50 the amount 
. that is remitted to the Department of Justice to administer the Sheriffs' Supplemental Pension Fund. 

·---· 
--- - ~ection -2 of-the- bill amends G.S. 143-166.84 which outlines eligibility ·in the Sheriffs' Supplemental __ 

Pension Fund (SSPF). The bill provides a new subsection specifying that "eligible service as a sheriff' 
means member~hip service rendered since the person became sheriff, and if the person has sick leave 

_· standing to his ·or her credit accrued as a member of the LGERS and following notification to the 
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Retirement Systems Division by the Department of Justice elects to have all of that sick leave applied to 
service in the SSPF instead of the LGERS, one month of credit for each 20 days or portion thereof, but 
not less than one hour, and is subject to all the requirements and restrictions of G.S. 128-26( e). 

EFFECTIVE DATE: Section 3(a) contains the effective date of Se~tion 1 of the bill pertaining to 
court costs. Section l of the bill would become effective July 1, 2015, and applies to court costs 
imposed or collected on or after that date, except that in misdemeanor cases disposed of on or after that 
date by written appearance, waiver of trial or hearing, and plea of guilty or admission of responsibility 
pursuant to G.S. 7A-180(4) or G.S. 7A-273(2) in which the citation or other criminal process was issued 
before that date, the cost shall be the lesser of the cost specified in G.S. 7 A-304(a), as amended by this 
act, or the cost specified in the notice portion of the defendant's or respondent's copy of the citation or 
other criminal process, if any costs are specified in that notice. 

Section 3(b) contains the effective date of Section 2 of the bill pertaining to unused sick leave. Section 
2 of the bill becomes effective July I, 2015, and expires January 31, 2019. 

Section 3(c) provides that the remainder of the act is effective when it becomes law. 

BACKGROUND: The Sheriffs' Supplemental Pension Fund (SSPF) is administered by the NC 
Department of Justice, Sheriffs' Standards Division. The SSPF is funded by criminal court costs 
assessed and collected under G.S. 7A-304(a)(3a) which requires $1.25 to be remitted for supplemental 
pension benefits for sheriffs. Benefits are based on the Fund's assets. According to the 2013 Annual 
Report from the Sheriffs' Supplemental Pension Program, the total available assets are divided into equal 
shares and disbursed as monthly payments. 

Information supplied by David Vanderweide, Fiscal Research Division, includes the fact that because 
this system is based on shares and funded from court costs, it is different from a defined benefit. As the 
number of individuals eligible for benefits increases, so does the number of shares, which decreases the 
value of each share. The share value for 2013 was $748.58. Thus, each additional year of service 
provides an annual benefit of $748.58. If a local government awarded 12 days per year of sick leave 
and an employee never used sick leave, then an employee retiring with 30 years of service would have 
18 months of sick leave credit (12 x 30 / 20 = 18). Additionally, the extra benefit due to using a year of 
sick leave in LGERS, assuming you are otherwise eligible to retire; is 1.85% x Average Final 
Compensation (AFC). At an AFC of $40,000, that is $740 per month and at an AFC of $150,000, it is 
$2,775 per month. 

David Vanderweide, Fiscal Analyst, Fiscal Research Division, contributed to this summary. 
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Short Title: Sheriffs' Supp. Pension Fund Changes. 

Sponsors: 

Referred to: 

March 30, 2015 

A BILL TO BE ENTITLED 

D 

(Public) 

.. -6-

AN ACT TO INCREASE THE PORTION OF COURT COSTS USED FOR THE SHERIFFS' 
SUPPLEMENTAL PENSION FUND AND TO ALLOW UNUSED SICK LEAVE 
UNDER THE LOCAL GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM TO 
BE APPLIED AS ELIGIBLE SERVICE IN THE SHERIFFS' SUPPLEMENTAL 
PENSION FUND. 
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· 26 
27 
28 
29 
30 
31 
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33 
34 
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The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 7A-304(a) reads as rewritten: 

"(a) In every criminal case in the superior or district court, wherein the defendant is 
convicted, or enters a plea of guilty or nolo contendere, or when costs are assessed against the 
prosecuting witness, the following costs shall be assessed and collected. No costs may be 
assessed when a case is dismissed. Only upon entry of a written order, supported by findings of 
fact and conclusions of law, determining that there is just cause, the court may (i) waive costs 
assessed under this section or (ii) waive or reduce costs assessed under subdivision (7), (8), 
(8a), (11), (12), or (13) of this section. 

(3a) 

II 

For the supplemental pension benefits of sheriffs, the sum of one dollar 
t\venty five cents ($1.25) two dollars fifty cents ($2.50) to be remitted to the 
Department of Justice and administered under the provisions of Article 12H 
of Chapter 143 of the General Statutes. 

SECTION 2. G.S. 143-166.84 is amended by adding a new subsectiori_to read: 
"ill For purposes of this Article, the term "eligible service as sheriff'' means membership 

service rendered since the person became sheriff, and if the person has. sick leave standing to 
his or her credit accrued as a member of the Local Governmental Employees' Retirement 
System and after notification to the Retirement Systems Division by the Department of Justice 
elects to have all of that sick leave applied to service under this Article instead of service in that 
System, one month of credit for each 20 days or portion thereof, but not less than one hour, and 
subject to all the requirements and restrictions of G.S. 128-26(e)." · 

SECTION 3.(a) Section 1 of this act becomes effective July 1, 2015, and applies to 
court costs imposed or collected on or after that date, except that in misdemeanor cases 
disposed of on or after that date by written appearance, waiver of trial or hearing, and plea of 
guilty or admission of responsibility pursuant to G.S. 7A--I-80(4) or G.S. 7A-273(2) in which 
the citation or other criminal process was issued before that date, the cost shall be the lesser of 
the cost specified in G.S. 7A-304(a), as amended by this act, or the cost specified in the notice 

11111111111.illll llll'I I IIII I II II II ml II 
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General Assembly of North Carolina Session 2015 

1 portion of the defendant's or respondent's copy of the citation or other criminal process, if any 
2 costs are specified in that notice. 
3 SECTION 3.(b) Section 2 of this act becomes effective July I, 2015, and expires 
4 January 31, 2019. 
5 SECTION 3.(c) The remainder of the act is effective when it becomes law. 
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GENERAL ASSEMJlLY OF NORTH CAROLINA 
SESSION 2015 

HOUSE BILL 385* 
1 

Short Title: Increase Sheriffs' Supp. Pension Cou1t Cost. (Public) 

Sponsors: Representatives McNeill, Presnell, Shepard, and Waddell (Primary Sponsors). 
For a complete list <:?(Sponsors, ref er to the North Carolina General Assembly Web Site. 

Referred to: Pensions and Retirement, if favorable, Finance. 

March 30, 2015 

A BILL TO BE ENTITLED 
AN ACT TO INCREASE THE PORTION OF COURT COSTS USED FOR THE SHERIFFS' 

SUPPLEMENTAL PENSION FUND. 
The General Assembly of North Carolina enacts: 

SECTION 1. G.S. 7A-304(a) reads as rewritten: 
"(a) ln every criminal case in the superior or district court, wherein the defendant is 

convicted, or enters a plea of guilty or nolo contendere, or when costs are assessed against the 
prosecuting witness, the following costs shall be assessed and collected. No costs may be 
assessed when a case is dismissed. Only upon entry of a written order, supported by findii1gs of 
fact and conclusions of law, determining that there is just cause, the court may (i) waive costs 
assessed under this section or (ii) waive or reduce costs assessed under subdivision (7), (8), 
(8a), (11), (12), or (13) of this section. 

(3a) For the supplemental pension benefits of sheriffs, the sum of one dollar 
hventy five cents ($1.25) two dollars fifty cents ($2.50) to be remitted to the 
Department of Justice and administered under the provisions of Article 12H 
of Chapter 143 of the General Statutes. 

II 

SECTION 2. This act becomes effective July 1, 2015, and applies to court costs 
imposed or collected on or after that date, except that in misdemeanor cases disposed of on or 
after that date by written appearance, waiver of trial or hearing, and plea of guilty or admission 
of responsibility pursuant to G.S. 7A-180(4) or G.S. 7A-273(2) in which the citation or other 
criminal process was issued before that date, the cost shall be the lesser of the cost specified in 
G.S. 7 A-304( a), as amended by this act, or the cost specified in the notice portion of the 
defendant's or respondent's copy of the citation or other criminal process, if any costs are 
specified in that notice. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HO USE BILL 331 

1 

Short Title: Sheriffs' Supp. Pension Fund/Sick Leave. (Public) 

Sponsors: Representatives Saine and Setzer (Primary Sponsors). 
For a complete list of Sponsors, refer to the North Carolina Generµ! Assembly Web Site. 

Referred to: Pensions and Retirement. 

March 24, 2015 

I A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW UNUSED SICK LEAVE UNDER THE LOCAL GOVERNMENTAL 

· 3 EMPLOYEES' RETIREMENT SYSTEM TO BE APPLIED AS ELIGIBLE SERVICE lN 
4 THE SHERIFFS' SUPPLEMENTAL PENSION FUND. 
5 The General Assembly ofNorth Carolina enacts: 
6 SECTION 1. G.S.143-166.84 is amended by adding a new subsection to read: 
7 l'ff)_ For purposes of this Article, the term "eligible service as sheriff'' means membership 

· 8 service rendered since the person became sheriff, and if the person has sick leave standing to 
.9 his or her credit accrued as a member of the Local Govemmental Employees' Retirement 

IO ·Bystem and elects to have all of that sick leave applied to service under this Article instead of 
11 service in·that System, one month of credit for each 20 days or portion thereof, but not less than 
12 one hour. and subject to all the requirements and restrictions ofG.S. f28-26(e)." 
·13 SECTION 2. This act becomes effective July I, 2015. 
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BILL NUMBER: House Bill 385 (First Edition) 

SHORT TITLE: Increase Sheriffs' Supp. Pension Court Cost. 

SPONSOR(S): Representatives McNeill, Presnell, Shepard, and Waddell 

FISCAL IMPACT 
($ in millions) 

f7 Yes r No r No Estimate Available 

FY 2015-.16 FY 2016-17 J•Y 2017-18 r,y 2018-19 

__ State Impact. .... ... . 
. General Fund Revenues: _______ ·--·----------................................................. -.............. .. ............................................. _ .... .. 
.. General Fund .Expenditures: 

.specia1 .Fw1d Revenues: -·-· $0.9 $0. 9 $0.9 
.. Special .Fund. Expenditures: 

State Positions: 
····--·-··--·-·---.. ·-·-··------- ------·-- ···········-· --··----- --· --···--·-···----- .. ·--·-···-.. --.... -........... -· -----·------··-------·····--.... -- .. ···-··----·--·-·····-····-···- ····-···--··· -

PRINCIPAL DEPARTMENT(S) & PROGRAM(S) AFFECl'ED: 
Department of Justice, Administrative Office of the Courts 

EFFECfIVE DATE: July I, 2015 

TECHNICAL CONSIDERATIONS: 
None 

FISCAL SUMMARY: 

FY 2019-20 

The bill doubles the court cost fee for the supplemental pension benefits of sheriffs from $1.25 to 
$2.50. In FY 2013-14, the amount collected Linder G.S. 7A-304(3a) was $903,256. Assuming 
similar collections in FY 2015-16, this bill would double the total amount collected to $1 ,806,512. 

BILL SUMMARY: 
The bill amends G.S. 7A-304(a)(3a), which provides that when a defendant is convicted or enters a 
plea of guilty or nolo contendere or when costs are assessed against the prosecuting witness in the 
superior or district court, the court cost fee assessed for the supplemental pension benefits of 
sheriffs will increase to $2.50 from the current amount of $1.25. This bill is effective on July 1, 
2015 and applies to court costs imposed or collected on or after that date. The bill provides for an 
exception for misdemeanor cases disposed of on or after that date by written appearance, waiver of 
trial or hearing, or plea of guilty _~r admission 9f responsibility in specified circumstance~ _ 

The supplemental pension benefits of sheriffs are defined in Section 12H of Chapter 143 of the 
General Statutes to be equal to- one share for each full year of eligible service as--a sheriff 
multiplied by each recipient' s yeats of se1vice-a:s a: sheriff, subject to the following limitafions: 

House Bill 385 (First Edition) 1 



a) When combined with the initial benefit from the Local Governmental Employees' 
Retirement System, the benefit cannot exceed 75% of the recipient's salary immediately 
preceding retirement. 

b) No benefit may exceed $1,500 per month. 

The value of each share is based on the amount available to be dispersed, which is largely 
determined by the amount paid in court costs. Thus, by doubling collected court costs, this bill 
will significantly increase supplemental pensions to sheriffs, in some cases roughly doubling the 
amount they receive. 

ASSUMJ,>TIONS AND METHODOLOGY: 
This bill doubles the court cost fee for the supplemental pension benefits of sheriffs from $1.25 to 
$2.50. The courts currently combine the comt cost fees in G.S. 7 A-304(a)(3) and (3a) for a 
combined law enforcement officer retirement and insurance comt cost of $7.50. G.S. 7A-304(a)(3) 
directs that $6.25 of this amount shall be remitted to the State Treasurer for varying costs related to 
the retirement and insurance of law enforcement officers. G.S. 7 A-304(3a) directs that the fw1ds 
collected under this provision, which this bill raises from $1.25 to $2.50, shall be remitted to the 
Department of Justice and administered under the provisions of Article 12H of Chapter I 43 of the 
General Statutes. 

In FY 2013-14, the amount collected under G.S. 7A-304(3a) was $903,256. Assuming similar 
collections in FY 2015-16, this bill would double that amount to $1,806,512. Adding $1.25 to 
criminal court costs would increase the total comt costs to the amounts shown below. 

Type of Court Case 

District Comt Infraction 

District Comt Infraction - Chapter 20 Offense 

District Court Misdemeanor 

District Court Misdemeanor - Chapter 20 Offense 

Superior Court without First Appearance in District Court 

Superior Court without First Appearance in District Court - Chapter 20 Offense 

Superior Court with First Appearance in District Court 

Superior Court with First Appearance in District Court - Chapter 20 Offense 

Superior Court Infraction Appealed from District Court for Trial De Novo 

Superior .Court InfractionAppealed from District Court for Trial De Novo -
Chapter 20 Offense 

Superior ~ourt Misdemeanor Appealed from District Court for Trial De Novo 

Superior Comt Misdemeanor Appealed from District Court for Trial De Novo -
Chapter 20 Offense 

House Bill 385 (First Edition) 

Total Cost 

$179.25 

$189.25 

$181.25 

$191.25 

$206.25 

$216.25 

$335.75 

$345.75 

$369.75 

. $389.75 

$373.75 

$393.75 

2 



SOURCES OF DATA: Department of Justice; Administrative Office of the Courts; Fiscal 
Research Division. 

TECHNICAL CONSIDERATIONS: None 

FISCAL RESEARCH DIVISION: (919) 733-4910 

PREPARED BY: William Childs and David Vanderweide 

APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Division 

DATE: April 10, 2015 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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Joe Sam Queen 
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House Committee on Pensions and Retirement 
Tuesday, April 28, 2015 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met on Tuesday, April 28, 2015 at 10:00 am 
in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. 
Bell, Bishop, Blust, B. Brown, Gill, Holley, and Hurley attended. 

Representative Allen McNeill presided and called the meeting to order at 10:06. He introduced 
the Sergeant at Arms staff and the pages. 

The chair recognized Representative Schaffer to explain her bill, HB 205 , INCREASE 
RETIREMENT AGE/JUDGES & MAGISTRATES. There was a brief discussion on the bill 
and Representative Michaux motioned for a favorable report with a serial referral to 
Appropriations. The motion passed. 

The next bill that was considered was HB 666, WC/FIREFIGHTERS'/PRESUMPTIVE 
CANCER sponsored by Representative Saine. Representative McNeill recognized 
Representative Saine to explain his bill. There was discussion on the bill by the members of the 
committee and Representative Saine. Jason Joyner of the Professional Fire Fighters and 
Paramedics of NC and Tim Bradley of the North Carolina State Firemans Association were 
recognized to speak in favor of the bill. Rose Vaughn Williams with the League of 
Municipalities spoke against the bill. 

A motion was then made for a favorable report by Representative Hurley. The motion did not 
pass and Representative Brian Brown made another motion to the committee for reconsideration 
of this bill. This motion passed and there was no debate. Representative Brown then motioned 
for HB 666 to report this bill without prejudice and a recommended referral to Insurance. This 
motion passed. 

There being no further business, Representative McNeill adjourned the meeting at 10:45am. 

Respectfully submitted, 

di~ /2 (t I AJ-wv-= ~~ 
Representative Allen McNeill , Chair Laura Sullivan, Committee Clerk 
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• ATTENDANCE 
House Committee on Pensions and Retirement 

(Name of Committee) 

DATES t.r) t.r) t.r) 
t.r) t.r) t.r) - - -I I I - - -M 'ST - I I I 

0 N M 'ST - 00 
I I I - N N 

M M M I I I 

0 0 0 'ST 'ST 'ST 

Rep. McNeill X X X X X X 

Rep. Ross X X X X X X 

Rep. Michaux X X X X X X 

Rep. L. Bell X X X X X X 

Rep. Bishop X X X X 

Rep. Blust X X X X 

Rep. B Brown X X X X X X 

Rep. Elmore X 

Rep. Gill X X X X X X • Rep. Holley X X X X X 

Rep. Hurley X X X 

Rep. Langdon X X X X 

Rep. Waddell X X 

Staff 

Clerk: Laura Sullivan X X X X X X 

Clerk: Laura Spratley X X X X X X 

Karen Cochrane-Brown X X 

Lanier McRee X X X X 

Theresa Matula X X X X X X 

David Vanderweide X X X X X X 
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Date: 

Room: 

Time: 

AGENDA 

2015-2016 House Committee on Pensions & Retirement 

April 28, 2015 

415L0B 

10:00 am 

Presiding: Representative Allen McNeil!, Chairman 

AGENDA ITEMS 

• HB 205 Increase Retirement Age/Judges & Magistrates 

Representative Schaffer, Sponsor 

Representative Daughtry, Sponsor 

• 

HB 666 WC/Firefighters' /Presumptive Cancer 
Representative Saine, Sponsor 
Representative Hardister, Sponsor 
Representative Boles, Sponsor 
Representative Faircloth, Sponsor 

ADJOURNMENT 
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Corrected #1: Adding HB 666 

NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY &DATE: Tuesday, April 28, 2015 
10:00 AM TIME: 

LOCATION: 415 LOB 
COMMENTS: Rep. McNeill will chair 

The following bills will be considered: 

BILL NO. 
HB 205 

HB 666 

SHORT TITLE 
Increase Retirement Age/Judges & 
Magistrates. 
WC/Firefighters'/Presumptive Cancer. 

SPONSOR 
Representative Schaffer 
Representative Daughtry 
Representative Saine 
Representative Hardister 
Representative Boles 
Representative Faircloth 

Respectfu 11 y, 

Representative Allen McNeill , Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 8:02 AM on 
Tuesday, April 28, 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE AND RE-REFERRED 

HB 205 (CS#l) Increase Retirement Age/Judges & Magistrates. 
Draft Number: None -----
§e.rial Referral:, ~~!!PPRl4IJJJJ~,~ 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: ~4ei~I Sch°'- f.'H!/J 

REPORTED WITHOUT PREJUDICE AND RE-REFERRED 

HB 666 WC/Firefighters/Presumptive Cancer. 
Draft Number: None 
Serial Referral: APPROP 
Recommended Referral: INS 
Long Title Amended: No 
Floor Manager: P.4@~JciH SGtine, 

TOTAL REPORTED: 2 

11 1111111 11 
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HOUSE BILL 205: 
Increase Retirement Age/Judges & Magistrates 

2015-2016 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Reps. Schaffer, Daughtry 
Second Edition 

Date: April 27, 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bill 205 increases the mandatory retirement age for magistrates, and for justices 
and judges in the General Court of Justice, to allow them to serve until the end of the calendar year 
in which they attain the age of 75. 

BILL ANALYSIS: House Bill 205 increases the mandatory retirement age for justices, judges, and 
magistrates from 72 to 75 and allows them to serve until the end of the calendar year in which they tum 
75, rather than at the end of the calendar month . 

EFFECTIVE DATE: The bill would become effective December 1, 2015, and apply to justices, 
judges, and magistrates holding office or elected or appointed on or after that date. 

BACKGROUND: House Bill 205 is somewhat similar to House Bill 50 which received third reading 
in the House on 3/25/2015 and has been referred to the Committee and Rules and Operations of the 
Senate. House Bill 50 amended the mandatory retirement age for magistrates, and for judges and 
justices of the General Court of Justice to require retirement on December 31 of the year the magistrate, 
judge or justice attains the age of 72. The two bills have some similarities and some differences and 
have different effective dates 

0. Walker Reagan 
Director 1111111111111111 ~ 1111111111 m 11 
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Research Division 
(919) 733-25 78 

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 205 
Committee Substitute Favorable 3/18/15 

Short Title: Increase Retirement Age/Judges & Magistrates. 

Sponsors: 

Referred to: 

March 12, 2015 

A BILL TO BE ENTITLED 

2 

(Public) 

AN ACT TO INCREASE THE MANDA TORY RETIREMENT AGE FOR JUDGES AND 
JUSTICES OF THE GENERAL COURT OF JUSTICE AND FOR MAGISTRATES, 
AND TO ALLOW JUDGES, JUSTICES, AND MAGISTRATES TO SERVE UNTIL THE 
END OF THE CALENDAR YEAR IN WHICH THEY ATTAIN THE AGE OF 75. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 7 A-4.20 reads as rewritten: 

"§ 7 A-4.20. Age limit for service as justice or judge: exception. 
No justice or judge of the General Court of Justice may continue in office beyond the last 

day of the monthDecemoer of the year in which hethe justice or judge attains his 
seventy secondor her seventy-fifth birthday, but justices and judges so retired may be recalled 
for periods of temporary service as provided in Subchapters II and III of this chapter." 

SECTION 2. G.S. 7A-170(b) reads as rewritten: 
"(b) No magistrate may continue in office beyond the last day of the monthDecember of 

the year in which the magistrate reaches the mandatory retirement age for justices and judges of 
the General Court of Justice specified in G.S. 7 A-4.20." · 

SECTION 3. G.S. l 35-57(b) reads as rewritten: 
"(b) Any member who is a justice or judge of the General Court of Justice shall be 

automatically retired as of the first day of the calendar month coinciding •.vith ot ne>(t following 
the later of January 1, 1974, or hisJanuary 1 of the calendar year following the member's 
attainment of his seventy secondor her seventy-fifth birthday; provided, hovt'ever, that no judge 
who is a member on January 1, 1974, shall be forced to retire under the provisions of this 
subsection at an earlier date than the last day that he is permitted to remain in office under the 
provisions ofG.S. 7A 4.20.birthday." 

SECTION 4. This act is effective December 1, 2015, and applies to justices, 
judges, and magistrates holding office or elected or appointed on or after that date . 

m 111111111 Ill 111 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE DRH20076-LL-113A (03/05) 

Short Title: Increase Retirement Age for Judges. 

Sponsors: Representatives Schaffer and Daughtry (Primary Sponsors). 

Referred to: 

I A BILL TO BE ENTITLED 

H.B. 205 
Mar 10, 2015 

HOUSE PRINCIPAL CLERK 

D 

(Public) 

2 AN ACT TO INCREASE THE MANDATORY RETIREMENT AGE FOR JUDGES AND 
3 JUSTICES OF THE GENERAL COURT OF JUSTICE. 
4 The General Assembly of North Carolina enacts: 
5 SECTION 1. G.S. 7A-4.20 reads as rewritten: 
6 "§ 7 A-4.20. Age limit for service as justice or judge: exception. 
7 No justice or judge of the General Court of Justice may continue in office beyond the last 
8 day of the month in which hethe judge attains his seventy secondor her seventy-fifth birthday, 
9 but justices and judges so retired may be recalled for periods of temporary service as provided 

IO in Subchapters II and Ill of this chapter." 
11 SECTION 2. G.S. 135-57(b) reads as rewritten: 
12 "(b) Any member who is a justice or judge of the General Court of Justice shall be 
13 automatically retired as of the first day of the calendar month coinciding with or next following 
14 the later of January I , 1974, or htsthe judge's attainment of his seventy secondor her 
15 seventy-fifth birthday; provided, however, that no judge who is a member on January I , 1974, 
16 shall be forced to retire under the provisions of this subsection at an earlier date than the last 
17 day that he is permitted to remain in office under the provisions of G.S. 7 A-4 .20." 
18 SECTION 3. This act is effective December I , 2015, and applies to justices and 
19 judges holding office or elected on or after that date . 

1111111111 1111111 I 
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HOUSE BILL 666: 
WC/Firefighters'/Presumptive Cancer 

20J3-2014 General Assembly 

Committee: House Pensions and Retirement Date: April 27, 2015 
Introduced by: Reps. Saine, Hardister, Boles, Faircloth Prepared by: Theresa Matula 

Committee Staff Analysis of: First Edition 

SUMMARY: House Bill 666 amends the Workers' Compensation Act to provide that any condition 
or impairment of health caused by any of the following types of cancers will be deemed occupational 
diseases of firefighters: Esophageal, Intestinal, Rectal, Testicular, Brain, Non-Hodgkin's Lymphoma, 
Multiple Myeloma, Mesothelioma, Oral cavity. 

CURRENT LAW: 

G.S. 97-52 provides that disablement or death of an employee resulting from an occupational disease 
described in G.S. 97-53 shall be treated as the happening of an injury by accident within the meaning of 
the North Carolina Workers' Compensation Act and the procedure and practice and compensation and 
other benefits provided by said act shall apply in all such cases except as otherwise provided. 

G.S. 97-53 lists diseases and conditions that may be deemed occupational diseases for purposes of the 
Workers' Compensation Act. The diseases and conditions currently listed are not specifically tied to a 
particular trade, occupation or employment. The list of occupational diseases (G.S. 97-53(13)) includes 
any disease (other than hearing loss covered in another subdivision) which is proven to be due to causes 
and conditions which are characteristic of and peculiar to a particular trade, occupation or employment 
but excluding all ordinary diseases of life to which the general public is equally exposed outside of the 
employment. 

Under current law a firefighter would have to prove that he or she has a condition that arose due to 
causes and conditions which are characteristic of and peculiar to employment as a firefighter and that 
their condition is not an ordinary disease of life to which the general public is equally exposed outside of 
the employment. 

BILL ANALYSIS: 
House Bill 666 amends the Workers Compensation Act to include provisions specifically related to 
occupational di seases of firefighters. 

Section 1 of the bill amends G.S. 97-53 pertaining to diseases and conditions deemed to be occupational 
diseases under the Workers Compensation Act. The bill places the current law contained in G.S. 97-53 
in a new subsection (a) and titles it "Occupational Diseases Due to Exposure to Chemicals." Section I 
also adds a new subsection (b) specifying that any condition or impairment of a firefighter's health 
caused by any of the following types of cancers shall be deemed to be occupational diseases of 
firefighters within the meaning of the Article: 

• Esophageal. 
• Intestinal. 
• Rectal . 
• Testicular. 
• Brain. 

0. Walker Reagan 
Director 111 111111111 11111111111111 
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Research Division 
(9 19) 733-2578 
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House Bill 666 
Page 2 

• Non-Hodgkin's Lymphoma. 
• Multiple Myeloma. 
• Mesothelioma. 
• Oral cavity. 

Section 2 of the bill adds a new section to the Workers' Compensation Act pertaining to the 
compensability of firefighter occupational diseases. The new section includes the following elements: 

• Findings - Subsection (a) provides that the General Assembly finds firefighting is a hazardous 
occupation that routinely exposes firefighters to hazardous agents such as carbon monoxide, 
carcinogens, particulate matter, and a broad array of other toxic chemicals, and that firefighters 
as a class face an increased risk of certain cancers. 

• Intent - Subsection (b) provides language to recognize that firefighting is a hazardous occupation 
essential to protecting the personal safety of the citizens of the State. 

• Definitions - Subsection (c) provides a definitions section containing definitions of the 
following : Disability and Firefighter. Disability is defined as incapacity due to an occupational 
disease described in G.S. 97-53(b) to earn the wages that the firefighter was receiving at the time 
of manifestation of the occupational disease. A firefighter is defined as a paid, partially paid, or 
volunteer member of a fire department of a unit of local government. 

• Presumed Eligibility - Subsection (d) provides that a firefighter will be presumed eligible for 
compensation for occupational disease if the following conditions are met: 
I. The firefighter was required to submit to a physical examination upon entering the service, 

the exam failed to reveal any evidence of a firefighter occupational disease, and the 
firefighter has completed at least 5 years of service for the unit of local government. 

2. The firefighter was not required to submit to a physical examination upon entering the 
service and, at the time of disability by an occupational disease, the firefighter has completed 
at least 5 years of continuous service immediately preceding January I , 2015. 

• Burden of Rebuttal - Subsection (e) provides that in the case of a firefighter occupational disease 
described in G.S . 97-53(b), the unit of local government has the burden of proving by a 
preponderance of competent evidence that the condition was caused by some means other than 
the firefighter's occupation in order to disqualify the firefighter from receiving compensation for 
occupational disease. 

• Applicability - Subsection (f) provides that the section applies only to firefighters of local 
government. 

EFFECTIVE DATE: House Bill 666 would become effective when it becomes law and applies to 
workers' compensation benefit claims filed on or after that date . 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 666 
1 

Short Title: WC/Firefighters'/Presumptive Cancer. (Public) 

Sponsors : Representatives Saine, Hardister, Boles, and Faircloth (Primary Sponsors) . 
For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site. 

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

April 14, 2015 

A BILL TO BE ENTITLED 
AN ACT TO CREATE A PRESUMPTION THAT CERTAIN CANCERS ARE 

OCCUPATIONAL DISEASES FOR FIREFIGHTERS EMPLOYED BY UNITS OF 
LOCAL GOVERNMENT THAT ARE COVERED BY THE WORKERS' 
COMPENSATION ACT. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 97-53 reads as rewritten: 

"§ 97-53. Occupational diseases enumernted; when due t0 exposure t0 
ehemieals.en umerated. 

{fil Occupational Diseases Due to Exposure to Chemicals. - The following diseases and 
conditions only shall be deemed to be occupational diseases within the meaning of this Article: 

(6) Lead poisoning. Provided poisoning if the employee shall haYe been was 
exposed to the hazard of lead poisoning for at least 30 days in the preceding 
12 months' period; and, provided further, only 12-month period. Only the 
employer in whose employment such employee was last injuriously exposed 
shall be liable. 

Occupational diseases caused by chemicals shall be deemed to be due to exposure of an 
employee to the chemicals herein mentioned only when as a part of the employment such 
employee is exposed to such chemicals in such form and quantity, and used with such 
frequency as to cause the occupational disease mentioned in connection with such chemicals. 

ill Occupational Diseases of Firefighters. - Any condition or impairment of health 
caused by any of the following types of cancers shall be deemed to be occupational diseases of 
firefighters within the meaning of this Article: 

ill Esophageal. 
ill Intestinal. 
ill Rectal. 
ill Testicular. 
ill Brain. 
.(fil Non-Hodgkin's Lymphoma. 
ill Multiple Myeloma. 
ill Mesothelioma. 
.(2). Oral cavity." 

1111111 II 1111111 
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1 SECTION 2. Article 1 of Chapter 97 of the General Statutes is amended by adding 
2 a new section to read: 
3 "§ 97-53.1. Compensability of firefighter occupational diseases. • 4 .(fil Findings. - The General Assembly finds that: 
5 ill Firefighting is a particularly hazardous occupation that requires firefighters 
6 to work under constantly changing and often unstable environments. 
7 ill Firefighters are routinely exposed to hazardous agents such as carbon 
8 monoxide, carcinogens, particulate matter, and a broad array of other toxic 
9 chemicals generated from the smoke of burning materials. 

10 ill Firefighters as a class face an increased risk of certain cancers as a result of 
11 their duties and responsibilities toward the general public. 
12 {hl Intent. - Recognizing that firefighting is a hazardous occupation that is essential to 
13 protecting the personal safety of the citizens of this State, it is in the interest of the public and 
14 the welfare of those who perform firefighting activities to ensure that firefighters are 
15 adequately compensated for injuries, illnesses, and deaths that are causally related to their 
16 firefighting activities. Therefore, it is the intent of the General Assembly to presume that the 
17 diseases specified in G.S. 97-53(b) are occupationally related to firefighting for the purpose of 
18 determining eligibility for compensation under the Workers' Compensation Act. 
19 (fl Definitions. - The following definitions apply in this section: 
20 ill Disability. - Incapacity because of an occupational disease described in 
21 G.S. 97-53(b) to earn the wages that the firefighter was receiving at the time 
22 of manifestation of the occupational disease. 
23 ill Firefighter. - A paid, partially paid, or volunteer member of a fire 
24 department of a unit of local government. 
25 @ Presumed Eligibility. - A firefighter shall be presumed eligible for compensation for 
26 occupational disease under this Article if either of the following sets of conditions is met: • 27 ill The firefighter was required to submit to a physical examination upon 
28 entering the service of the unit of local government as a firefighter, the 
29 examination failed to reveal any evidence of a firefighter occupational 
30 disease described in G.S. 97-53(b), and the firefighter has completed at least 
31 five years of service as a firefighter for the unit of local government. 
32 ill The firefighter was not required to submit to a physical examination upon 
33 entering the service of the unit of local government as a firefighter and, at 
34 the time of disability by an occupational disease described in G.S. 97-53(b), 
35 the firefighter has completed at least five years of continuous service 
36 immediately preceding January 1, 2015, as a firefighter for the unit of local 
37 government. 
38 ill Burden of Rebuttal. - In the case of the a firefighter occupational disease described 
39 in G.S. 97-53(b), the unit of local government has the burden of proving by a preponderance of 
40 competent evidence that the condition was caused by some means other than the firefighter's 
41 occupation in order to disqualify the firefighter from receiving compensation for occupational 
42 disease pursuant to this section. 
43 ill Applicability. - This section applies to firefighters of units of local government 
44 only." 
45 SECTION 3. This act is effective when it becomes law and applies to claims for 
46 workers' compensation benefits filed on or after that date. 
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House Committee on Pensions and Retirement 
Tuesday, May 12, 2015 at 10:00 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on May 12, 2015 in Room 
415 of the Legislative Office Building. Representatives L. Bell, Blust, B. Brown, Elmore, 
Holley, Hurley, Langdon, McNeill, Michaux, Ross, and Waddell attended. 

Representative Stephen M. Ross, Chair, presided. HB 759 Retirement System COLAs was 
presented before the committee by Representative L. Bell. A proposed committee substitute 
was introduced with a motion from Representative Michaux. After lengthy discussion 
Representative Michaux proposed an amendment but the amendment failed. Representative 
Waddell motioned for a favorable report for the proposed committee substitute and an 
unfavorable report to the original bill. The chair called for a vote and saw the Ayes had it. Seeing 
there was no more business, the meeting adjourned at 10:34am. 

Representative Stephen M. Ross, Chair 
Presiding 





ATTENDANCE 
House Committee on Pensions and Retirement 

(Name of Committee) 

DATES lr) lr) lr) 
lr) lr) lr) lr) ....... ....... ....... 

I I I ....... ....... ....... ....... 
M -s:t" ....... I I I I 

-s:t" ....... 00 N 0 N M ....... N N ....... 
I I I 

M M M I I I I 

0 0 0 -s:t" -s:t" -s:t" lr) 

Rep. McNeill X X X X X X )( 

Rep. Ross X X X X X X " 
Rep. Michaux X X X X X X "' Rep. L. Bell X X X X X X 'I 
Rep. Bishop X X X X I~ 
Rep. Blust X X X X X 
Rep. B Brown X X X X X X X 
Rep. Elmore X >( 

Rep. Gill X X X X X X ~ 
Rep. Holley X X X X X 'x 
Rep. Hurley X X X X 
Rep. Langdon X X X X x 
Rep. Waddell X X X 
Staff 

Clerk: Laura Sullivan X X X X X X y 

Clerk: Laura Spratley X X X X X X x 
Karen Cochrane-Brown X X X 
Lanier McRee X X X X 

Theresa Matula X X X X X X 'A 
David Vanderweide X X X X X X 'f 
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House Committee on Pensions and Retirement 
Tuesday, May 12, 2015, 10:00 AM 

415 Legislative Office Building 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. SHORT TITLE 

AGENDA 

HB 759 Retirement System COLAs. 

Adjournment 

SPONSOR 
Representative L. Bell 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE-REFERRED 

HB 759 Retirement System COLAs. 
Draft Number: 
Serial Referral: 
Recommended Referral : 
Long Title Amended: 
Floor Manager: 

H759-PCS30378-SH-39 
APPJ~.OPRIA TIONS, 
None 
Yes 
L. Bell 

TOTAL REPORTED: I 

I I 11 
* C M R 3 4 3 - V - 1 * 



• 



• 

HOUSE BILL 759: 
Retirement System COLAs 

2015-2016 Genera/Assembly 

Committee: House Pensions and Retirement, if favorable, 
Appropriations 

Date: May 11, 2015 

Introduced by: 
Analysis of: 

Rep. L. Bell 
PCS to First Edition 
H759-CSSH-39 

Prepared by: Theresa Matula 
Committee Staff 

SUMMARY: The PCS for House Bill 759 provides a 1% Cost-of-Living increase to beneficiaries of 
the Teachers' and State Employees' Retirement System, the Legislative Retirement System, and the 
Consolidated Judicial Retirement System. 

The PCS changes the increase from 2% to 1 % for each system and removes the language relating to 
the increase for Local Governmental Employees Retirement System since it was contained in HB 616 
which received a favorable report from the House Pensions and Retirement Committee, the full 
House, and has now been referred to the Committee on Rules and Operations of the Senate. 

BILL ANALYSIS: 

Section 1 of the PCS for HB 759 provides a 1 % retirement allowance increase to beneficiaries of the 
Teachers' and State Employees' Retirement System . 

Section 2 of the PCS provides a 1 % retirement allowance increase to beneficiaries of the Legislative 
Retirement System. 

Section 3 of the PCS provides a 1 % retirement allowance increase to beneficiaries of the Consolidated 
Judicial Retirement System. 

EFFECTIVE DATE: This bill would become effective July 1, 2015. 

0. Walker Reagan 
Director 11 I II 1111 1111 1111111 I 1111 m 
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Research Division 
(9 19) 733-2578 

This bill analysis was prepared by the nonpartisan legislative staff for the use C!f legislators in their deliberations and does not constitute an official statement C/f legislative intent. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 759 
PROPOSED COMMITTEE SUBSTITUTE H759-CSSH-39 [v.2] 

5/7/2015 3:10:42 PM 

Short Title: Retirement System COLAs. 

Sponsors: 

Referred to: 

April 15, 2015 

I A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT TO PROVIDE COST-OF-LIVING INCREASES FOR MEMBERS OF THE 
3 TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM, THE 
4 LEGISLATIVE RETIREMENT SYSTEM, AND THE CONSOLIDATED JUDICIAL 
5 RETIREMENT SYSTEM. 
6 The General Assembly of North Carolina enacts: 
7 SECTION 1. G.S. 135-5 is amended by adding a new subsection to read: 
8 "(uuu) From and after July I, 2015, the retirement allowance to or on account of 
9 beneficiaries whose retirement commenced on or before July I, 2014, shall be increased by one 

IO percent (1 %) of the allowance payable on June 1, 2014, in accordance with G.S. 135-5(0). 
11 Furthermore, from and after July I, 2015, the retirement allowance to or on account of 
12 beneficiaries whose retirement commenced after July I, 2014, but before June 30, 20 15, shall 
13 be increased by a prorated amount of one percent (I%) of the allowance payable as determined 
14 by the Board of Trustees based upon the number of months that a retirement allowance was 
15 paid between July I, 2014, and June 30, 2015." 
16 SECTION 2. G.S. I 20-4.22A is amended by adding a new subsection to read: 
17 "w In accordance with subsection (a) of this section, from and after July 1, 2015, the 
18 retirement allowance to or on account of beneficiaries whose retirement commenced on or 
19 before January I, 2015, shall be increased by one percent ( 1 %) of the allowance payable on 
20 June I, 2015. Furthermore, from and after July I, 2015, the retirement allowance to or on 
21 account of beneficiaries whose retirement commenced after January 1, 2015, but before June 
22 30, 2015, shal I be increased by a prorated amount of one percent (I%) of the allowance payable 
23 as determined by the Board of Trustees based upon the number of months that a retirement 
24 allowance was paid between January I, 2014, and June 30, 2015." 
25 SECTION 3. G.S. 135-65 is amended by adding a new subsection to read: 
26 ".(ffi From and after July I, 2015, the retirement allowance to or on account of 
27 beneficiaries whose retirement commenced on or before July I, 2014, shall be increased by one 
28 percent (1%) of the allowance payable on June I, 2015. Furthermore, from and after July I, 
29 2015, the retirement allowance to or on account of beneficiaries whose retirement commenced 
30 after July I, 2014, but before June 30, 2015, shall be increased by a prorated amount of one 
31 percent (I%) of the allowance payable as determined by the Board of Trustees based upon the 
32 number of months that a retirement allowance was paid between July I, 2014, and June 30, 
33 2015." 
34 SECTION 4. This act becomes effective July 1, 2015. 

11111 11 11111111111 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 759 

Short Title: Retirement System COLAs. 

Sponsors Representative L. Bell (Primary Sponsor) . 

(Public) 

For a complete list of Sponsors, refer to the North [:arolina General Assembly Web Site. 

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

April 15, 2015 

1 A BILL TO BE ENTITLED 
2 AN ACT TO PROVIDE COST-OF-UVTNG INCREASES FOR MEMBERS OF THE 
3 TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM, THE LOCAL 
4 GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM, THE LEGTSLA TTVE 
5 RETIREMENT SYSTEM, AND THE CONSOLIDATED JUDICIAL RETIREMENT 
6 SYSTEM. 
7 The General Assembly of North Carolina enacts: 
8 SECTION 1. G.S. 135-5 is amended by adding a new subsection to read: 
9 "(uuu) From and after July I, 2015, the retirement allowance to or on account of 

IO beneficiaries whose retirement commenced on or before July 1, 2014, shall be increased by two 
11 percent (2%) of the allowance payable on June I, 2014, in accordance with G.S. 135-5(0). 
12 Furthermore, from and after July I, 2015, the retirement allowance to or on account of 
13 beneficiaries whose retirement commenced after July I, 2014, but before June 30, 2015, shall 
14 be increased by a prorated amount of two percent (2%) of the allowance payable as determined 
15 by the Board of Trustees based upon the number of months that a retirement allowance was 
16 paid between July I, 2014, and June 30, 2015 ." 
17 SECTION 2.(a) G.S. 128-27 is amended by adding five new subsections to read : 
18 "(hhh) From and after July 1, 2006, the retirement allowance to or on account of 
19 beneficiaries whose retirement commenced on or before July 1, 2005, shall be increased by two 
20 and eight-tenths percent (2 .8%) of the allowance payable on June 1, 2006, in accordance with 
21 subsection (k) of this section. Furthermore, from and after July I, 2006, the retirement 
22 allowance to or on account of beneficiaries whose retirement commenced after July 1, 2005, 
23 but before June 30, 2006, shall be increased by a prorated amount of two and eight-tenths 
24 percent (2 .8%) of the allowance payable as determined by the Board of Trustees based upon the 
25 number of months that a retirement allowance was paid between July I, 2005, and June 30, 
26 2006 . 
27 ilii.) From and after July 1, 2007, the retirement allowance to or on account of 
28 beneficiaries whose retirement commenced on or before July I, 2006, shall be increased by two 
29 and two-tenths percent (2 .2%) of the allowance payable on June 1, 2007, in accordance with 
30 subsection (k) of this section. Furthermore, from and after July I, 2007, the retirement 
31 allowance to or on account of beneficiaries whose retirement commenced after July I, 2006, 
32 but before June 30, 2007, shall be increased by a prorated amount of two and two-tenths 
33 percent (2 .2%) of the allowance payable as determined by the Board of Trustees based upon the 
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l number of months that a retirement allowance was paid between July 1, 2006, and June 30, 
2 2007. 
3 tii.i} From and after July 1, 2008, the retirement allowance to or on account of 
4 beneficiaries whose retirement commenced on or before July I, 2007, shall be increased by two 
5 and fifteen-hundredths percent (215%) of the allowance payable on June 1, 2008, in 
6 accordance with subsection (k) of this section. Furthermore, from and after July I, 2008, the 
7 retirement allowance to or on account of beneficiaries whose retirement commenced after July 
8 I, 2007, but before June 30, 2008, shall be increased by a prorated amount of two and 
9 fifteen-hundredths percent (2 .15%) of the allowance payable as determined by the Board of 

IO Trustees based upon the number of months that a retirement allowance was paid between Jul y 
11 1, 2007, and June 30, 2008 . 
12 (kkk) From and after July I, 2009, the retirement allowance to or on account of 
13 beneficiaries whose retirement commenced on or before July 1, 2008, shall be increased by 
14 one-tenth of one percent (0. I%) of the allowance payable on June I , 2009, in accordance with 
15 subsection (k) of this section. Furthermore, from and after July 1, 2009, the retirement 
16 allowance to or on account of beneficiaries whose retirement commenced after July 1, 2008, 
17 but before June 30, 2009, shall be increased by a prorated amount of one-tenth of one percent 
18 (0 .1 %) of the allowance payable as determined by the Board of Trustees based upon the 
19 number of months that a retirement allowance was paid between July 1, 2008, and June 30, 
20 2009. 
21 .ill.!} From and after July l, 2015, the retirement allowance to or on account of 
22 beneficiaries whose retirement commenced on or before July I, 2014, shall be increased by two 
23 percent (2%) of the allowance payable on June 1, 2015, in accordance with subsection (k) of 
24 this section. Furthermore, from and afte r July 1, 2015, the retirement allowance to or on 
25 account of beneficiaries whose retirement commenced after July 1, 2014, but before June 30, 
26 2015, shal I be increased by a prorated amount of two percent (2%) of the a llowance payable as 
27 determined by the Board of Trustees based upon the number of months that a retirement 
28 allowance was paid between July I, 2014, and June 30, 2015." 
29 SECTION 2.(b) The cost-of-living increases provided for in G.S. I 28-27(hhh) 
30 through (kkk), as enacted in subsection (a) of this section, represent increases already provided 
31 by the Board of Trustees to members of the Local Governmental Employees ' Retirement 
32 System. 
33 SECTION 3. G.S. 120-4.22A is amended by adding a new subsection to read : 
34 "W In accordance with subsection (a) of this section, from and after July 1, 2015, the 
35 retirement allowance to or on account of beneficiaries whose retirement commenced on or 
36 before January I, 2015, shall be increased by two percent (2%) of the allowance payable on 
37 June 1, 2015 . Furthermore, from and after July 1, 2015, the retirement a llowance to or on 
38 account of beneficiaries whose retirement commenced after January 1, 2015, but before June 
39 30, 2015, shall be increased by a prorated amount of two percent (2%) of the allowance payable 
40 as determined by the Board of Trustees based upon the number of months that a retirement 
41 allowance was paid between January I, 2014, and June 30, 2015." 
42 SECTION 4. G.S. 135-65 is amended by adding a new subsection to read : 
43 "(ill From and after July I, 2015, the retirement allowance to or on account of 
44 beneficiaries whose retirement commenced on or before July 1, 2014, shall be increased by two 
45 percent (2%) of the allowance payable on June I, 2015 . Furthermore, from and after July I, 
46 2015 the retirement allowance to or on account of beneficiaries whose retirement commenced 
47 after July l, 2014, but before June 30, 2015, shall be increased by a prorated amount of two 
48 percent (2%) of the allowance payable as determined by the Board of Trustees based upon the 
49 number of months that a retirement allowance was paid between July 1, 2014, and June 30, 
50 2015." 
51 SECTION 5. This act becomes effective Jul y 1, 2015 . 
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Session 2015 ,..,, /' . 

Legislative Retirefuent Note 

BILL NUMBER: Proposed Committee Substitute to House Bill 759 (H759-CSSH-39 [v.2]) 

SHORT TITLE: 

SPONSOR(S): 

Retirement System COLAs. 

Representative L. Bell 

FUNDS AFFECTED: State General Fund for TSERS, CJRS, and LRS; State Highway Fund and 
other State employer receipts for TSERS 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees' Retirement 
System (TSERS), Consolidated Judicial Retirement System (CJRS), and the Legislative 
Retirement System (LRS). 

BILL SUMMARY: The Proposed Committee Substitute provides 1.0% cost-of-living 
adjustments (COLAs) in TSERS, CJRS, and LRS, effective July 1, 2015. 

EFFECTIVE DA TE: July 1, 2015 

ESTIMATED IMPACT ON STATE: 

Buck Consultants, the actuary for the TSERS, CJRS, and LRS, estimates that the provisions of the 
proposed legislation will have an annual cost in FY 2015-16 and subsequent years as follows: 

TSERS CJRS LRS 
Percent of Payroll 0.39% 0.64% 0.80% 
General Fund $ 38,664,600 $454,400 $28,960 
Highway Fund $1,228,500 $0 $0 
Receipt Funds $ 16,507,612 $0 $0 
Total Annual Cost $ 56,400,712 $454,400 $28,960 

Increase in Unfunded Liability $ 378,900,000 $3,300,000 $200,000 

Hartman & Associates, the actuary for the General Assembly, estimates that the provisions of the 
proposed legislation will have an annual cost in FY 2015-16 and subsequent years as follows: 

TSERS CJRS LRS 
Percent of Payroll 0.38% 0.63% 0.78% 
General Fund $ 37,673,200 $447,300 $28,236 
Highway Fund $ 1,197,000 $0 $0 
Receipt Funds $ 16,084,340 $0 $0 
Total Annual Cost $ 54,954,540 $447,300 $28,236 

Proposed Committee Substitute to House Bill 759 (H759-CSSH-39 [v.2]) 1 



The figures above assume that no actuarial gains are used to cover the cost of the COLA 
provisions. TSERS and CJRS have sufficient gains available to cover the cost of the COLA. 

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 December 31, 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS CJRS LRS 

Active Members 
Count 310,370 566 170 
General Fund Compensation $9,914M $71M $4M 
Valuation Compensation (Total) $13,608M $71M $4M 
Average Age 45 55 57 
Average Service 10.6 13.1 5.9 

Inactive Members 
Count 125,513 53 94 

Retired Members 
Count 187,448 584 311 
Annual Benefits $3,871M $35M $2M 
Average Age 70 72 76 
New Retirees During 2014 11,500 30 3 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS CJRS LRS 

Accrued Liability (AL) $65,806M $549M $25M 
Actuarial Value of Assets (AVA) $62,364M $507M $29M 
Market Value of Assets (MVA) $62,789M $512M $30M 
Unfunded Accrued Liability (AL - AV A) $3,442M $43M ($SM) 
Funded Status (AVA/ AL) 95% 92% 119% 
Annual Required Contribution (ARC) for 8.69% 26.37% 1.80% 
FY 2015-16 (as% of pay) 
Assumed Rate of Investment Return 7.25% 7.25% 7.25% 
Salary Increase Assumption (includes 4.25% - 9.10% 5.00% - 7.50% 
3.50% inflation and productivity) 5.95% 
Cost Method Entry Age Projected Unit Projected Unit 

Normal Credit Credit 
Amortization 12 year, 12 year, 8 year, open, 

closed, flat $ closed, flat$ flat$ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with age 
adjustments, and projection of future mortality improvement with scale AA, except for LRS 
which is based on GAM-71. 

Proposed Committee Substitute to House Bill 759 (H759-CSSH-39 [v.2]) 2 



Benefit Provisions 
TSERS CJRS LRS 

Formula 1.82% x Service 3.02% to 4.02% 4.02% 
x 4 Year Avg Pay x Service x Service 

x Final Pay x Highest Pay 
Unreduced retirement Any/30; 60/25; 50/24; 65/5 65/5 
age/service 65 (55 for LE0)/5 
Employee contribution (as% 6% 6% 7% 
of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Teachers' and State Employees' Retirement System of North Carolina, Report 
on the Seventy-First Actuarial Valuation Prepared as of December 31, 2013", October 2, 2014, 
which is available on the Department of State Treasurer website. 

Buck Consultants, "Consolidated Judicial Retirement System of North Carolina, Report on the 
Actuarial Valuation Prepared as of December 31 , 2013", October 2, 2014, which is available on 
the Department of State Treasurer website. 

Buck Consultants, "Legislative Retirement System of North Carolina, Report on the Actuarial 
Valuation Prepared as of December 31 , 2013", October 6, 2014, which is available on the 
Department of State Treasurer website. 

Hartman & Associates, LLC, "1 % COLA for Retirees in the TSERS, LGERS, CJRS, and LRS 
Systems", March 10, 2015 , original of which is on file in the General Assembly's Fiscal Research 
Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: David Vanderweide 
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APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 8, 2015 
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House Committee on Pensions and Retirement 
Wednesday, May 20, 2015 at 11:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met on Wednesday, May 20, 2015 at 11:00 
am in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, 
L. Bell, Bishop, B. Brown, Elmore, Gill , Holley, Hurley and Waddell attended. 

Representative Allen McNeill presided and called the meeting to order at 11 :00. He introduced 
the Sergeant at Arms staff and the pages. 

Representative McNeill then said without objection there was a Committee Substitute #2 before 
the committee. Representative B. Brown was recognized for a motion. He made a motion for 
favorable to CS#2 with a serial referral to Rules. 

There was a short discussion on the changes of the Committee Substitute #2. Representative 
Nelson Dollar was recognized to answer questions from the committee. Mr. David Vanderweide 
from Fiscal Staff also answered questions from the committee and explained the Actuarial Note. 

Following the discussion, the motion was then voted on and it passed as favorable to the 
Committee Substitute #2 with a serial referral to Rules . 

There being no further business, Representative McNeill adjourned the meeting at 11 :05am. 

Respectfully submitted, 

~~ 
Representative Allen McNeill , Chair Laura Sullivan, Committee Clerk 
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NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY & DATE: Wednesday, May 20, 2015 
TIME: 9:00 AM 
LOCATION: 415 LOB 
COMMENTS: HB 97, 2015 Appropriations Act; Rep. McNeill will be chairing. 

Respectfully, 

Representative Allen McNeil!, Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 2:08 PM on 
Tuesday, May 19, 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 
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Corrected #1: Time changed to 11 :00 a.m. 

NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY &DATE: 
TIME: 
LOCATION: 

Wednesday, May 20, 2015 
11:00 AM 
415 LOB 

COMMENTS: HB 97, 2015 Appropriations Act; Rep. McNeill will be chairing. 

Respectfu lly, 

Representative Allen McNeill , Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 9:41 PM on 
Tuesday, May 19, 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 
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AGENDA 

2015-2016 House Committee on Pensions & Retirement 

Date: 

Room: 

Time: 

May20, 2015 

415 LOB 

9:00 am 

Presiding: Representative Allen McNeil!, Chairman 

• AGENDA ITEMS 

HB 97 2015 Appropriations Act 

ADJOURNMENT 
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General Assembly Of North Carolina Session 2015 

eight-tenths percent (4.8%) of the annual salary set forth in the Current Operations 
Appropriations Act payable monthly after five years of service, nine and six-tenths percent 
(9.6%) after 10 years of service, fourteen and four-tenths percent (14.4%) after 15 years of 
service, nineteen and two-tenths percent (19.2%) after 20 years of service, aru:i-twenty-four 
percent (24%) after 25 years of service. service, and twenty-eight and eight-tenths percent 
(28.8%) after 30 years of service. "Service" means service as a justice or judge of the General 
Court of Justice or Justice, as a member of the Utilities Commission.Commission, or as an 
administrative law judge. Service shall also mean service as a district attorney or as a clerk of 
superior court." 

SECTION 30.19.(c) G.S. 7 A-44(b) reads as rewritten: 
"(b) In lieu of merit and other increment raises paid to regular State employees, a judge 

of the superior court, regular or special, shall receive as longevity pay an annual amount equal 
to four and eight-tenths percent ( 4.8%) of the annual salary set forth in the Current Operations 
Appropriations Act payable monthly after five years of service, nine and six-tenths percent 
(9.6%) after 10 years of service, fourteen and four-tenths percent (14.4%) after 15 years of 
service, nineteen and two-tenths percent (19.2%) after 20 years of service, aru:i-twenty-four 
percent (24%) after 25 years of service. service, and twenty-eight and eight-tenths percent 
(28.8%) after 30 years of service. "Service" means service as a justice or judge of the General 
Court of Justice or Justice, as a member of the Utilities Commission or Commission, as director 
or assistant director of the Administrative Office of the Courts. Courts, or as an administrative 
law judge. Service shall also mean service as a district attorney or as a clerk of superior court." 

SECTION 30.19.(d) G.S . 7 A-l 44(b) reads as rewritten: 
"(b) Notwithstanding merit, longevity and other increment raises paid to regular State 

employees, a judge of the district court shall receive as longevity pay an annual amount equal 
to four and eight-tenths percent ( 4.8%) of the annual salary set forth in the Current Operations 
Appropriations Act payable monthly after five years of service, nine and six-tenths percent 
(9.6%) after 10 years of service, fourteen and four-tenths percent (14.4%) after 15 years of 
service, nineteen and two-tenths percent (19.2%) after 20 years of service, aru:i-twenty-four 
percent (24%) after 25 years of service. service, and twenty-eight and eight-tenths percent 
(28.8%) after 30 years of service. "Service" means service as a justice or judge of the General 
Court of Justice or Justice, as a member of the Utilities Commission or Commission, as director 
or assistant director of the Administrative Office of the Courts. Courts, or as an administrative 
law judge. Service shall also mean service as a district attorney or as a clerk of superior court." 

SALARY-RELATED CONTRIBUTIONS 
SECTION 30.20.(a) Effective for the 2015-2017 fiscal biennium, required 

employer salary-related contributions for employees whose salaries are paid from department, 
office, institution, or agency receipts shall be paid from the same source as the source of the 
employee's salary. If an employee's salary is paid in part from the General Fund or Highway 
Fund and in part from department, office, institution, or agency receipts, required employer 
salary-related contributions may be paid from the General Fund or Highway Fund only to the 
extent of the proportionate part paid from the General Fund or Highway Fund in support of the 
salary of the employee, and the remainder of the employer's requirements shall be paid from the 
source that supplies the remainder of the employee's salary. The requirements of this section as 
to source of payment are also applicable to payments on behalf of the employee for hospital 
medical benefits, longevity pay, unemployment compensation, accumulated leave, workers' 
compensation, severance pay, separation allowances, and applicable disability income benefits . 

SECTION 30.20.(b) Effective July 1, 2015 , the State's employer contribution rates 
budgeted for retirement and related benefits as a percentage of covered salaries for the 
2015-2017 fiscal biennium are (i) fifteen and sixty-seven hundredths percent (15.67%) -
Teachers and State Employees; (ii) twenty and sixty-seven hundredths percent (20.67%)- State 
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Law Enforcement Officers; (iii) twelve and eighty-six hundredths percent (12.86%) -
University Employees' Optional Retirement Program; (iv) twelve and eighty-six hundredths 
percent (12.86%) - Community College Optional Retirement Program; (v) thirty-three and 
twenty-six hundredths percent (33.26%) - Consolidated Judicial Retirement System; and (vi) • 
nine and one hundredth percent (9.01 %) - Legislative Retirement System. Each of the 
foregoing contribution rates includes five and sixty-one hundredths percent (5 .61 %) for 
hospital and medical benefits. The rate for the Teachers and State Employees, State Law 
Enforcement Officers, University Employees' Optional Retirement Program, and the 
Community College Optional Retirement Program includes forty-one hundredths percent 
(0.41 % ) for the Disability Income Plan. The rates for Teachers and State Employees and State 
Law Enforcement Officers include sixteen hundredths percent (0.16%) for the Death Benefits 
Plan. The rate for State Law Enforcement Officers includes five percent (5%) for Supplemental 
Retirement Income. The rate for Teachers and State Employees and State Law Enforcement 
Officers includes one hundredth percent (0.01 %) for the Qualified Excess Benefit 
Arrangement. 

SECTION 30.20.(c) Effective July 1, 2015, the maximum annual employer 
contributions, payable monthly, by the State for each covered employee or retiree for the 
2015-2016 fiscal year to the State Health Plan for Teachers and State Employees are (i) 
Medicare-eligible employees and retirees - four thousand two hundred fifty-eight dollars 
($4,258) and (ii) non-Medicare-eligible employees and retirees - five thousand four hundred 
seventy-nine dollars ($5,479). 

PROVIDE COST-OF-LIVING INCREASES FOR MEMBERS OF THE TEACHERS' 
AND STATE EMPLOYEES' RETIREMENT SYSTEM, THE LEGISLATIVE 
RETIREMENT SYSTEM, AND THE CONSOLIDATED JUDICIAL RETIREMENT • 
SYSTEM 

27 SECTION 30.21.(a) G.S. 135-5 is amended by adding a new subsection to read: 
28 "(uuu) From and after July 1, 2015 , the retirement allowance to or on account of 
29 beneficiaries whose retirement commenced on or before July 1, 2014, shall be increased by two 
30 p_ercen_!__Go/.i)A the allowance pjlyable on June_l,___2014, in accordance with G.S. 135-5(0). 
31 Furthermore, from and after July__L_2_015_,_ the retir~ment allowance to or on account of 
32 beneficiaries whose retirement commenced after July 1, 2014, but before June 30, 2015, shall 
33 be increased by a prorated amount of two percent (2%) of the allowance payable as determined 
34 by the_J:3-.Qard of Trust~es based up_on the number of months that a retirement allowance was 
35 paid b_~_!:».'_(:!~_D. July_J_,_1_014, and June 30,_20lj...,_" 
36 SECTION 30.21.(b) G.S. 120-4.22A is amended by adding a new subsection to 
37 read: 
38 "{~ Jp_ ~gco_rQ~Df.~_~ _ij_h _~_ll_Q?~f_t_ionJi!)_....Qf_tbi?_?~_t_i9_11., from and after July_L 2015, the 
39 retirement allowance __ to or_ on account of beneficiaries whose retirement commenced on or 
40 before January 1, 2015 , shall be increased by two percent (2%) of the allowance payable on 
41 June l, 2015. Furthermore, from and after July 1, 2015 , the retirement allowance to or on 
42 account_of beneficiaries_ whose retirement commenced after January_] , 2015, but before June 
43 30,_2015 ,_ shall _be_increased_by_a prorated amount_ of tw{Lp_ercenL(2%}_ of the allowance payable 
44 as determined by the Board of Trustees based upon the number of months that a retirement 
45 allowance was paid between January 1, 2014, and June 30, 2015." 
46 SECTION 30.21.(c) G.S . 135-65 is amended by adding a new subsection to read: 
47 "{f_f} From _and _after July _ _L_ 2012.,_ ___ the_ retirement __ allowance to or on account of 
48 beneficiaries whose retirement commenced on or before July 1, 2014, shall be increased by two • 
49 percent (2%) of the allowance payable on June l , 2015. Furthermore, from and after July 1, 
SO i_o J 5,Jhe_retirement allowance to or on account of beneficiaries whose retirement commenced 
51 after _Julyl_, _2014~ but .... before _June)0, 2015, ___ shall.bejncreasedby _aprorated_ amount _of two 
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ercent 2% of the allowance a able as determined b the Board of Trustees based u on the 
number of monthsJhat a retirement allowance was __ paid between July _L_ 2014, and June 30, 
~015." 

USE OF FUNDS APPROPRIATED FOR STATE RETIREMENT CONTRIBUTION 
AND ST A TE HEAL TH PLAN IN CREASES 

SECTION 30.22.(a) The appropriations set forth in Section 2.1 of this act include 
appropriations for State Retirement contribution and State Health Plan increases in amounts set 
forth in the committee report described in Section 33 .2 of this act. The Office of State Budget 
and Management shall ensure that those funds are used only for State Retirement contribution 
and State Health Plan increases. 

SECTION 30.22.(b) If the Director of the Budget determines that funds 
appropriated to a State agency for increases exceed the amount required by that agency for that 
purpose, the Director may reallocate those funds to other State agencies that received 
insufficient funds for State Retirement contribution and State Health Plan increases. 

SECTION 30.22.(c) No later than January 1, 2016, the Office of State Budget and 
Management shall report to the Joint Legislative Commission on Governmental Operations on 
the expenditure of funds for State Retirement contribution and State Health Plan increases. This 
report shall include at least the following information for each State agency for the 2015-2016 
fiscal year: 

(1) The total amount of funds that the agency received for State Retirement 
contribution and State Health Plan increases. 

(2) The total amount of funds transferred from the agency to other State 
agencies pursuant to subsection (b) of this section. This section of the report 
shall identify the amounts transferred to each recipient State agency. 

(3) The total amount of funds used by the agency for State Retirement 
contribution and State Health Plan increases. 

(4) The total amount of funds received by the agency for State Retirement 
contribution and State Health Plan increases that are anticipated to revert at 
the end of the fiscal year. 

ENHANCE THE BENEFITS OF PROBATION/PAROLE OFFICERS WHO ARE 
MEMBERS OF THE TEACHERS' AND STATE EMPLOYEES' RETIREMENT 
SYSTEM 

SECTION 30.23.(a) G.S. 135-1 reads as rewritten: 
"§ 135-1. Definitions. 

The following words and phrases as used in this Chapter, unless a different meaning is 
plainly required by the context, shall have the following meanings: 

Page 286 

(11 c) "Law-Enforcement Officer" means a full-time paid employee of an employer 
who is actively serving in a position with assigned primary duties and 
responsibilities for prevention and detection of crime or the general 
enforcement of the criminal laws of the State of North Carolina or serving 
civil processes, and who possesses the power of arrest by virtue of an oath 
administered under the authority of the State. "Law-Enforcement Officer" 
also means a probation/parole officer as defined in this section with respect 
to any service rendered on or after July 1, 2015. 

.(lTo} "Probation/Parole Officer" means a full-time aid em lo ee of the Division 
of Adult Correction of the_Department_of Public Safety whose duties include 
supervising,evaluating,_or __ otherwisejnstructing offenders who _have _ been 
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11 

glaced on probation, garole, post-release sugervision, or have been assigned 
to _an_y _other _community-based_proguimy~ted byJhe Division of Adult 
Correction. 

5 SECTION 30.23.(b) G.S. 143-166.41(b) reads as rewritten: • 
6 "(b) As used in this section, "creditable service" means the service for which credit is 
7 allowed under the retirement system of which the officer is a member, provided that at least 
8 fifty percent (50%) of the service is as a law enforcement officer as herein defined.defined or as 
9 a probation/parole officer as defined in G.S. 135-1(17a)." 

10 SECTION 30.23.(c) This section becomes effective July 1, 2015, and applies to 
11 persons retiring on or after that date. 
12 

13 ENHANCE BENEFITS PAYABLE THROUGH THE NATIONAL GUARD PENSION 
14 FUND 
15 SECTION 30.24. G.S. 127 A-40(a) reads as rewritten: 
16 "(a) Every member and former member of the North Carolina National Guard who 
17 meets the requirements of this section shall receive, commencing at age 60, a pension of 
18 ninet-y-nine--dollaFs- ($9-~.(}0)-one hundred five dollars ($105.00) per month for 20 years' 
19 creditable military service with an additional R-ine dollars ninety cents ($9.90) ten dollars and 
20 fifty cents ($10.50) per month for each additional year of such service; provided, however, that 
21 the total pension shall not exceed onehundr--ednine-t:y-eight-dollar-s-(-$-1-98--00..)-two hundred ten 
22 do]lars.($210.00) per month. The requirements for a pension are that each member shall: 
23 (1) Have served and qualified for at least 20 years' creditable military service, 
24 including National Guard, reserve and active duty, under the same 
25 requirement specified for entitlement to retired pay for nonregular service 
26 under Chapter 67, Title 10, United States Code. 
27 (2) Have at least 15 years of the aforementioned service as a member of the • 
28 North Carolina National Guard. 
29 
30 
31 

(3) Have received an honorable discharge from the North Carolina National 
Guard." 

32 ALLOW RETIREES WHO RETURN TO WORK FOR THE STATE IN 
33 NONPERMANENT POSITIONS TO RETAIN THEIR COVERAGE OPTIONS 
34 UNDER THE STATE HEALTH PLAN FOR TEACHERS AND STATE 
35 EMPLOYEES RATHER THAN LIMITING SUCH RETIREES' COVERAGE 
36 OPTIONS TO THE "BRONZE LEVEL" HIGH-DEDUCTIBLE HEALTH PLAN 
37 NECESSITATED BY THE AFFORDABLE CARE ACT 
38 SECTION 30.25.(a) G.S . 135-48.40 reads as rewritten: 
39 "§ 135-48.40. Categories of eligibility. 
40 
41 
42 

43 
44 
45 

46 
47 
48 
49 
so 

(b) Partially Contributory Coverage. - The following persons are eligible for coverage 
under the Plan, on a partially contributory basis, subject to the provisions of G.S. 135-48.43: 

(1) All permanent full-time employees of an employing unit who meet either of 
the following conditions: 
a. Paid from general or special State funds . 
b. Paid from non-State funds and in a group for which his or her 

employing unit has agreed to provide coverage. 
Employees of State agencies, departments, institutions, boards, and 
commissions not otherwise covered by the Plan who are employed in 
permanent job positions on a recurring basis and who work 30 or more hours 
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Proposed Committee Substitute to House Bill 97 
(H97-PCS30383-LRxf-11) 

2015 Appropriations Act. 

Representatives Dollar, L. Johnson, McGrady, and Lambeth 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees' Retirement 
System (TSERS), Consolidated Judicial Retirement System (CJRS), Legislative Retirement 
System (LRS), Separate Insurance Benefits Plan (SIBP), special separation allowance, and the 
National Guard Pension Fund (NGPF). 

BILL SUMMARY: 

Section 30.21 : Grants cost-of-living adjustments (COLAs) of two percent (2%), effective July 1, 
2015, for retirees in the TSERS, CJRS, and LRS . 

Section 30.23: Defines a probation/parole officer for retirement benefit purposes and changes the 
definition of law-enforcement officer in G.S. 135-1(1 lc) to include probation/parole officers with 
respect to service rendered on or after July 1, 2015. Changing the definition of law-enforcement 
officer has the following impacts in other areas of the General Statutes: 

• G.S. 135-5(bl 9) says "A member who is a law enforcement officer" will be eligible for 
unreduced retirement at age 55 with 5 years of service as a law-enforcement officer or 
reduced retirement at age 50 with 15 years of service as a law-enforcement officer. 
Because G.S. 135-5 is in the same chapter as G.S. 135-1(1 lc), changing the definition of 
law-enforcement officer extends those retirement age provisions to probation/parole 
officers. 

• G.S. 143-166.41(a) says that the separation allowance is available to "every sworn law­
enforcement officer as defined by G.S. 135-1(1 lc) .. . ". By changing the definition in G.S. 
135-1(1 lc), this section causes probation/parole officers to start earning service toward the 
separation allowance. While only service on or after July 1, 2015 counts toward the 
requirement to have 5 years of law enforcement service immediately prior to retirement, 
probation/parole officer service prior to July 1, 2015 will count toward the requirement that 
half of an employee's career be as a law enforcement officer. 

• G.S. 143-166.60 says that the SIBP is established for "all law enforcement officers, as 
defined in G.S. 135-1(1 lc) ... " By changing the definition in G.S. 135-1(1 lc), the bill 
makes probation/parole officers eligible for the SIBP . 

Proposed Committee Substitute to House Bill 97 (H97-PCS30383-LRxf-11) 1 
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The bill does not change the definition of law enforcement officer in G.S. 143-166.30(a)(4). That 
is the definition that applies to the NC 401(k) Plan. Thus, the bill does not extend the law­
enforcement 401 (k) benefits to probation/parole officers. 

Because the bill only changes the definition of law-enforcement officer with respect to service 
rendered on or after July 1, 2015, most probation/parole officers would have to work for at least 
five more years to be eligible to retire at a different age or receive the separation allowance. 

Section 30.24: Amends G.S. 127A-40 to increase the monthly benefit in the NGPF to $105 for 20 
years of service and $10.50 for each additional year of service, up to a maximum of $210. The 
benefit is currently $99 for 20 years of service and $9.90 for each additional year of service, up to 
a maximum of $198. 

No other sections of the proposed legislation modify retirement benefits or statutes. 

EFFECTIVE DATE: All of these sections are effective July 1, 2015 

ESTIMATED IMPACT ON STATE: 

Section 30.21 

Buck Consultants, the actuary for the TSE RS, CJRS, and LRS, estimates that the provisions of this 
bill will have an annual cost in FY 2015-16 and subsequent years as follows : 

TSERS CJRS LRS 
Percent of Payroll 0.78% 1.28% 1.60% 
General Fund $ 77,329,200 $908,800 $57,920 
Highway Fund $2,457,000 $0 $0 
Receipt Funds $33,015,224 .l.Q .l.Q 
Total Annual Cost $ 112,801,424 $908,800 $57,920 

Buck Consultants estimates that this Section will increase the unfunded liability of TSERS by 
roughly $758 million, a little over 1 % of the accrued liability of $65,806 million. The TSERS 
liability was 94.8% funded at the end of 2013. The additional unfunded liability is projected to be 
paid off over 12 years by the increased contributions shown above. 

Hartman & Associates, the actuary for the General Assembly, estimates that the provisions of this 
bill will have an annual cost in FY 2015-16 and subsequent years as follows: 

TSERS CJRS LRS 
Percent of Payroll 0.76% 1.26% 1.56% 
General Fund $ 75 ,346,400 $ 894,600 $56,472 
Highway Fund $2,394,000 $0 $0 
Receipt Funds $ 32,168,680 $0 $0 
Total Annual Cost $ 109,909,080 $894,600 $56,472 
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The figures above assume that no actuarial gains are used to cover the cost of the COLA 
provisions. TSERS and CJRS have sufficient gains available to cover a portion of the cost of the 
COLA and the proposed legislation uses those gains for that purpose. 
Section 30.23 

Buck Consultants, the actuary for the Retirement System, estimates that the change to the TSERS 
retirement ages will result in an increase in the annual required contribution of 0.02% of payroll, or 
$2.0 million from the General Fund. Buck estimates an increase in the SIBP liability of $0.1 
million, which would not eliminate the surplus in the SIBP. Buck also estimated negligible 
decreases in the contributions and/or liability for the Disability Income Plan and Death Benefit 
Plan due to the expected change in retirement patterns. 

Hartman & Associates, the actuary for the General Assembly, estimates that the change to the 
TSERS retirement ages will result in an increase in the annual required contribution of 1.39% of 
the probation/parole officer payroll, or roughly $1.0 million. Hartman & Associates estimates an 
increase in the SIBP liability of $0.2 million, which would not eliminate the surplus in the SIBP. 

The actuaries estimated the following cash flow impact due to the additional separation 
allowances: 

Year Buck Consultants Hartman & Associates 
FY 2015-16 $0 $0 
FY 2016-17 $0 $0 
FY 2017-18 $0 $0 
FY 2018-19 $0 $0 
FY 2019-20 $0 $0 

The separation allowances paid after FY 2020-21 would be expected to increase as retiring 
probation/parole officers become eligible for the benefit. Estimates for the 5 years following the 
years shown in the table are not available based on the wording in Section 30.23, but based on 
other estimates the additional annual payouts are expected to be less than $3 million in each year. 

Section 30.24 

Buck Consultants, the actuary for the NGPF, and Hartman & Associates, the actuary for the 
General Assembly, estimate that the provisions of Section 30.24 will increase the normal cost and 
accrued liability contributions in FY 2015-16 and subsequent years as follows: 

Buck Consultants Hartman & Associates 
Normal Cost $32,2 14 $32,000 
Accrued Liability Contribution $1,161,150 $1,161,000 
Total Annual Cost $1 ,193,364 $1 ,193,000 

The contributions above are paid entirely from the General Fund . 
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Appropriations 

The proposed legislation appropriates funds and sets contribution rates sufficient to cover the 
increased cost of these three sections and contribute the amount recommended by the actuary to 
properly fund existing benefits. 

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 December 31, 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics ( as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS CJRS LRS NGPF 

Active Members 
Count 310,370 566 170 5,535 
General Fund Compensation $9,914M $71M $4M 
Valuation Compensation $13,608M $71M $4M Not 
(Total) applicable 
Average Age 45 55 57 38 
Average Service 10.6 13.1 5.9 15.9 

Inactive Members 
Count 125,513 53 94 5,117 

Retired Members 
Count 187,448 584 311 4,354 
Annual Benefits $3,871M $35M $2M $8M 
Average Age 70 72 76 70 
New Retirees During 2014 11,500 30 3 150 

Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
TSERS CJRS LRS NGPF 

Accrued Liability (AL) $65,806M $549M $25M $140M 
Actuarial Value of Assets $62,364M $507M $29M $103M 
(AVA) 
Market Value of Assets $62,789M $512M $30M $104M 
(MVA) 
Unfunded Accrued Liability $3,442M $43M ($5M) $37M 
(AL-AVA) 
Funded Status (AVA I AL) 95% 92% 119% 74% 
Annual Required 8.69% 26.37% 1.80% $5.9M 
Contribution (ARC) for FY 
2015-16 (as% of pay) 
Assumed Rate of 7.25% 7.25% 7.25% 7.25% 
Investment Return 
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Salary Increase Assumption 4.25% - 5.00% - 7.50% Not applicable 
(includes 3 .50% inflation 9.10% 5.95% 
and productivity) 
Cost Method Entry Age Projected Unit Projected Entry Age 

Normal Credit Unit Credit Normal 
Amortization 12 year, 12 year, 8 year, open, 12 year, closed, 

closed, flat $ closed, flat $ flat$ flat$ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with age 
adjustments, and projection of future mortality improvement with scale AA 

Benefit Provisions 
TSERS CJRS LRS NGPF 

Formula 1.82% x Service 3.02% to 4.02% 4.02% $99to$198 
x 4 Year Avg Pay x Service x Service per month 

x Final Pay x Highest 
Pay 

Unreduced Any/30; 60/25; 50/24; 65/5 65/5 60/20 
retirement 65 (55 for LE0)/5 
age/service 
Employee 6% 6% 7% None 
contribution ( as % of 
pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Teachers ' and State Employees ' Retirement System of North Carolina, Report 
on the Seventy-First Actuarial Valuation Prepared as of December 31 , 2013", October 2, 2014, 
which is available on the Department of State Treasurer website. 

Buck Consultants, "Consolidated Judicial Retirement System of North Carolina, Report on the 
Actuarial Valuation Prepared as of December 31 , 2013", October 2, 2014, which is available on 
the Department of State Treasurer website. 

Buck Consultants, "Legislative Retirement System of North Carolina, Report on the Actuarial 
Valuation Prepared as of December 31 , 2013 ", October 6, 2014, which is available on the 
Department of State Treasurer website. 

Hartman & Associates, LLC, "1 % COLA for Retirees in the TSERS, LGERS, CJRS, and LRS 
Systems", March 10, 2015, original of which is on file in the General Assembly ' s Fiscal Research 
Division . 

Buck Consultants, "Probation/Parole Officers Retirement (House Bill 555)", April 10, 2015 , 
original of which is on file in the General Assembly ' s Fiscal Research Division. 
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Hartman & Associates, LLC, "House Bill 555: An Act to Enhance the Benefits of Probation/Parole 
Officers Who Are Members of the TSERS", April 8, 2015 , original of which is on file in the 
General Assembly' s Fiscal Research Division. 

Buck Consultants, "Actuarial Impact of $6 Benefit Increase for the North Carolina National Guard 
Pension Fund", May 15, 2015, original of which is on file in the General Assembly ' s Fiscal 
Research Division. 

Hartman & Associates, LLC, "Increase Maximum Pension for Retired Members of the North 
Carolina National Guard", May 15, 2015, original of which is on file in the General Assembly' s 
Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 

foi?-
Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 19, 2015 

David Vanderweide 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE AND RE-REFERRED 

HB 97 (CS#2) 2015 Appropriations Act. 
Draft Number: 
Serial Referral: 

Recommended Referral: 
Long Title Amended: 
Floor Manager: 

None 
RULES, CALENDAR, AND 
OPERA TIO NS OF THE HOUSE 
None 
No 
Dollar 

TOT AL REPORTED: I 
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House Committee on Pensions and Retirement 
Tuesday, June 9, 2015 at 10:00 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on June 9, 2015 in Room 
415 of the Legislative Office Building. Representatives L. Bell, Elmore, Gill, Holley, Hurley, 
Langdon, McNeill, Michaux, Ross, and Waddell attended. 

Representative Stephen M. Ross, Chair, presided. 

Representative Elmore presented SB 77 Increase Wilkesboro Firemen's Pension behalf of 
Senator Randleman. Representative Bill motioned for a favorab le report. The motion passed. 

Senators Meredith presented SB 99 Fire, Rescue, & Safety Worker System Changes. 
Representative Waddell motioned for a favorable report. The motion passed. 

SB 455 Iran Divestment Act was displaced from the agenda. 

With there being no further business, the meeting adjourned at 10: 13am . 

Re~ 
Presiding 
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ATTENDANCE 

• House Committee on Pensions and Retirement 
(Name of Committee) 

DATES V) V) V) 
V) V) V) V) V) - - - V) 

I I I - - - - - -I I I I I M "<:t" - "<:t" - 00 N 0 I 

0 N M 0\ 
I I I - N N - N I 

M M M I I I I I \C) 
0 0 0 "<:t" "<:t" "<:t" V) V) 

Rep. McNeill X X X X X X X X X 

Rep. Ross X X X X X X X X X 

Rep. Michaux X X X X X X X X X 

Rep. L. Bell X X X X X X X X X 

Rep. Bishop X X X X X 

Rep. Blust X X X X X 

Rep. B Brown X X X X X X X X 

Rep. Elmore X X X X 

Rep. Gill X X X X X X X X 

Rep. Holley X X X X X X X X 

Rep. Hurley X X X X X X 

Rep.Langdon X X X X X X 

Rep. Waddell X X X X X 

Staff 

Clerk: Laura Sullivan X X X X X X X X X 

Clerk: Laura Spratley X X X X X X X X X 

Karen Cochrane-Brown X X X X X X 

Lanier McRee X X X X X X 

Theresa Matula X X X X X X X X X 

David Vanderweide X X X X X X X X X 
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House Committee on Pensions and Retirement 
Tuesday, June 9, 2015, 10:00 AM 

415 Legislative Office Building 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. SHORT TITLE 

AGENDA 

SB 77 Increase Wilkesboro Firemen's 
Pension. 

SB 99 Fire, Rescue, & Safety Worker System 
Changes. 

SB 455 Iran Divestment Act. 

Presentations 

Other Business 

Adjournment 

SPONSOR 
Senator Randleman 

Senator Meredith 
Senator Daniel 
Senator Newton 
Senator Gunn 
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FAVORABLE 

SB 77 (CS#l) 

SB 99 (CS#l) 

• 

NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

Increase Wilkesboro Firemens Pension . 
Draft Number: None 
Serial Referral: 
Recommended Referral: 
Long Title Amended: 
Floor Manager: 

None 
None 
No 
Elmore 

Fire, Rescue, & Safety Worker System Changes. 
Draft Number: None 
Serial Referral: 
Recommended Referral: 
Long Title Amended: 
Floor Manager: 

None 
None 
No 
Szoka 

I I 111111111111111 
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SENATE BILL 77: 
Increase Wilkesboro Firemen's Pension 

2015-2016 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Sen. Randleman 
Analysis of: Second Edition 

Date: June 8, 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: Senate Bill 77 amends the laws for the Wilkesboro Firemen's Supplemental Pension 
Fund to increase the monthly pension so that it will be equal to 150% of the monthly pension amount 
paid by the NC Fireflghter's and Rescue Squad Workers' Pension Fund. 

BILL ANALYSIS: 

Senate Bill 77 amends the Session Laws for the Wilkesboro Firemen's Supplemental Pension Fund to 
allow the monthly pension to be equal to 150% of the monthly pension amount paid by the North 
Carolina Firefighters' and Rescue Squad Workers ' Pension Funder under G.S. 58-86-55. 

EFFECTIVE DATE: This bill would become effective July 1, 2015. 

BACKGROUND: 

The current monthly pension an1otmt for the North Carolina Firefighters' and Rescue Squad Workers' 
Pension Fund is $170 . 

0. Walker Reagan 
Director I U 111111111 U 111 I H I II 
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Research Division 
(919) 733-2578 

This bill analysis was p repared by the 11onpartisa11 legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESS ION 2015 

SENATE BILL 77 
Pensions & Retirement and Aging Committee Substitute Adopted 4/23/15 

Short Title: Increase Wilkesboro Firemen's Pension . 

Sponsors : 

Referred to : 

February 12, 2015 

A BILL TO BE ENTITLED 

2 

(Local) 

2 AN ACT TO INCREASE THE MONTHLY PENSION BENEFIT PAID TO MEMBERS OF 
3 THE WILKESBORO FIREMEN'S SUPPLEMENTAL PENSION FUND. 
4 The General Assembly of North Carolina enacts: 
5 SECTION 1. Section 4 of Chapter 131 of the 1985 Session Laws, as amended by 
6 Section I ofS .L. 1999-56 and Section I ofS .L. 2010-23 , reads as rewritten 
7 "Sec. 4. Any member who has served 20 years as a fireman in the Wilkesboro Fire 
8 Department and has attained the age of 55 or who has served for five or more years and has 
9 become totally and permanently disabled is entitled to receive a monthly pension from the 

IO "Supplemental Pension Fund". This monthly pension shall be equal to one hundred fifty 
11 percent (150%) of the monthly pension amount paid by the North Carolina firemen's 
12 Firefighters' and Rescue Squad Workers' Pension Fund under G.S. 58-86-55 and shall be 
13 adjusted to m-at€-flcontinue to equal one hundred fifty percent ( 150%) of that State pension 
14 amount whenever that amount is amended . If, for any reason, the Fund shall be insufficient to 
15 pay in full any pension benefits, or other charges, then all benefits shall be reduced pro rata for 
16 as long as the deficiency in amount exists. No claim shall accrue with respect to any amount by 
17 which a benefit payment shall have been reduced ." 
18 SECTION 2. This act becomes effective July 1, 2015 . 

I 11111111111111 11 
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SENATE BILL 99: 
Fire, Rescue, & Safety Worker System Changes 

2015-2016 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Sens. Meredith, Daniel, Newton 
Third Edition 

Date: June 8, 2015 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: Senate Bill 99 makes changes to the statutes for the following systems: Local 
Firefighters' Relief Funds; Statewide Firefighters' Relief Fund; State Fire Protection Grant Fund; 
Volunteer Safety Workers Assistance Fund; Rescue Squad Workers' Relief Fund; NC Firefighters' 
and Rescue Squad Workers' Pension Fund; Law-Enforcement Officers,' Firemen's, Rescue Squad 
Workers' and Civil Air Patrol Members' Death Benefits Act, and clarifies government control of 
certain fire departments. 

BILL ANALYSIS: Section 1 amends definitions in G.S. 58-84-5 which apply to the following 
Articles: 

Article 84: Local Firefighters' Relief Funds 
Article 85: Statewide Firefighters' Relief Fund 
Article 85A: State Fire Protection Grant Fund 
Article 87: Volunteer Safety Workers Assistance Fund 
Article 88: Rescue Squad Workers' Relief Fund 

• The definition of "fire district" is an1ended to include any federall y recognized Native American 
tribe within the State. 

• A definition is added for "firefighter or fireman" to mean a person who meets all of the following 
requirements: 
o Is a volunteer, employee, contractor, or member of a rated and certified fire department. 
o Performs work or training connected with fire protection, fire prevention, fire control, fire 

education, fire inspection, fire investigation, rescue, Emergency Medical Services, special 
operations, or performs the statutory duties and responsibilities of the fire chief as set forth in 
G.S. l 60A-292. 

o Perfom1s work or training at the direction of the fire chief. 
o Is included on the certified roster submitted to the North Carolina State Firemen's 

Association pursuant to G.S. 58-86-25. 

Section 2 amends the powers and duties of the Board of Trustees for the Firefighters' and Rescue Squad 
Workers' Pension Fund to specify that if any change or en-or due to the submission of fraudulent or 
incon-ect information result in any member or beneficiary receiving from the Retirement System more or 
less than he would have been entitled to receive had their records been con-ect, the Board of Trustees 
will correct the e1Tor, and as far as practicable, will adjust the payment in such a manner that the 
actuarial equivalent of the benefit to which such member or beneficiary was correctly entitled will be 
paid. 

Sections 3 and 4 amend the Firefighters' and Rescue Squad Workers' Pension Fund pertaining to the 
ce1iification of firefighters and rescue squad workers to provide that each eligible fire depaiiment and 
rescue or emergency medical services squad must: 

0. Walker Reagan 
Director 111111111111111 11111111 
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Research Division 
(9 19) 733-2578 

This bill analysis was prepared by the nonpartisan legislative staff.for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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Annually report a certified roster of the names of those individuals meeting eligibility • 
qualifications. 
Submit the list to the NC State Firemen's Association or NC Association of Rescue and 
Emergency Medical Service, Inc. Submission constitutes a certification of its accuracy under 
accounting standards set forth by the Governmental Accounting Standards Board of the Financial 
Accounting Foundation. 

Sections 5, 6, and 7 amend the Rescue Squad Worker's Relief Fund as follows : 
• Adds "legal guardian or legal guardians" to the requirement that the parent or parents must 

maintain active membership in the rescue or EMS service for the continuation of educational 
benefits. 

• Amends membership eligibility to specify that the required 36 hours must be training only and 
not training and meetings. 

• Increases the amount of time from 30 days to 180 days that the chief or chief officer of the local 
department has to notify the Secretary-Treasurer that the person · applying for benefits is a 
member of the fund and request that the necessary forms be submitted for benefits. 

Sections 8 and 9 amend the Law-Enforcement Officers', Firemen's, Rescue Squad Workers' and Civil 
Air Patrol Members' Death Benefits Act as follows: 

• Changes "fireman" to "firefighter" 
• Removes the requirement that surviving spouses prove that they have not re-married every year 

for four years after the death is certified by the Industrial Commission in order to remain eligible 
to receive a benefit derived from a deceased' s service. 

• Makes the full $50,000 benefit payable after ce1iification of the death instead of spreading the 
payments over four years. 

Section 10 requires 16 nonprofit fire departments that commenced part1c1pation in the Local 
Governmental Employees Retirement System between 1977 and 1992 to have a charter provision 
allowing the local government unit with which they have their largest service contract to remove 50% 
plus one member of the fire department's governing board. This change is needed to support the 
contention that the fire departments who entered during this time period meet an IRS test for 
government control in order to participate in a governmental defined benefit pension 

EFFECTIVE DATE: This bill would become effective July 1, 2015. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

SENATE BILL 99 
Pensions & Retirement and Aging Committee Substitute Adopted 4/23/15 

Third Edition Engrossed 4/27 /15 

Short Title: Fire, Rescue, & Safety Worker System Changes. 

Sponsors: 

Referred to: 

February 23, 2015 

3 

(Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ESTABLISH A DEFINITION OF FIREFIGHTER FOR PURPOSES OF THE 
3 LOCAL FIREFIGHTERS' RELIEF FUND, THE STATEWIDE FIREFIGHTERS' RELIEF 
4 FUND, THE STATE FIRE PROTECTION GRANT FUND, VOLUNTEER SAFETY 
5 WORKERS ASSISTANCE, AND THE RESCUE SQUAD WORKERS' RELIEF FUND; 
6 TO AMEND THE PROCESS FOR FILING CERTIFIED ROSTERS WITH THE NORTH 
7 CAROLINA STATE FIREMEN'S ASSOCIATION AND THE NORTH CAROLINA 
8 ASSOCIATION OF RESCUE AND EMERGENCY MEDICAL SERVICES, INC.; TO 
9 AMEND THE RESCUE SQUAD WORKERS' RELIEF FUND; TO AMEND THE 

10 LAW-ENFORCEMENT OFFICERS', FIREMEN'S, RESCUE SQUAD WORKERS' AND 
11 CIVIL AIR PATROL MEMBERS' DEATH BENEFITS ACT; AND TO SPECIFY 
12 LOCAL GOVER.t"\l"MENT AUTHORITY AS IT PERTAINS TO A FIRE DEPARTMENT 
13 BOARD AND PARTICIPATION IN THE LOCAL GOVERNMENTAL EMPLOYEES' 
14 RETIREMENT SYSTEM. 
15 The General Assembly of North Carolina enacts: 
16 SECTION 1. G.S. 58-84-5 reads as rewritten: 
17 "§ 58-84-5. Definitions. 
18 The following definitions apply in Articles 84 through 88 84, 85, 85A, 87, and 88 of this 
19 Chapter: 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
,.,,., 
-'-' 
34 

(1) 
(2) 

(3) 

City. - A fire district. 
Clerk. - The clerk of a fire district or, if there is no clerk, the person so 
designated by the governing body of the fire district. 
Fire district. - Any political subdivision of the State or federally recognized 
Native American tribe within the State that meets all of the following 
conditions: 
a. It has an organized fire department under the control of its governing 

body. 
b. Its fire department has apparatus and equipment that is in serviceable 

condition for fire duty and is valued at one thousand dollars ($1 ,000) 
or more. 

c. It is rated and certified by the Commissioner. 
d. Its response area has been approved by the local municipal 

government or, if there is no local municipal government, by the 
local board of county commissioners. 

* S 9 9 - V - 3 * 
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1 (3a) Firefighter or Fireman. - Any person who meets all of the following 
2 requirements: 
3 a. Is a volunteer. employee, contractor, or member of a rated and 
4 certified fire department. 
5 b. Performs work or training connected with fire protection, fire 
6 prevention. fire control, fire education, fire inspection, fire 
7 investigation, rescue, Emergency Medical Services, special 
8 operations, or perforn1s the statutory duties and responsibilities of the 
9 fire chief as set forth in G.S. 160A-292. 

l O £. Performs work or training at the direction of the fire chief. 
11 d. Is included on the certified roster submitted to the No11h Carolina 
12 State Firemen's Association pursuant to G.S. 58-86-25. 
13 ( 4) Town. - A fire district." 
14 SECTION 2. G.S. 58-86-10 reads as rewritten: 
15 "§ 58-86-10. Powers and duties of the board. 
16 The Board of Trustees of the North Carolina Local Governmental Employees' Retirement 
17 System shall administer the Pension Ftmd. The board shall request appropriations out of the 
l 8 general fund for administrative expenses and to provide for the financing of this pension ftmd, 
19 employ necessary clerical assistance, determine all applications for pensions, provide for the 
20 payment of pensions, make all necessary rules and regulations not inconsistent with law for the 
21 governance of this fund, prescribe mies and regulations of eligibility of persons to receive 
22 pensions, expend funds in accordance with the provisions of this A11icle, and generally exercise 
23 all other powers necessary for the administration of the fund created by this Article. Should any 
24 change or error due to the submission of fraudulent or incorrect information result in any 
25 member or beneficiary receiving from the Retirement System more or less than he or she would 
26 have been entitled to receive had their records been correct. the Board of Trustees shall correct 
27 such error. and as far as practicable, shall adjust the payment in such a manner that the actuarial 
28 equivalent of the benefit to which such member or beneficiary was correctly entitled shall be 
29 paid." 
30 SECTION 3. G.S. 58-86-25 reads as rewritten: 
31 "§ 58-86-25 . .Determination and certification of eligible firefighters. 
32 Eligible For purposes of this Article, eligible firefighters must attend 36 hours of training 
33 sessions in each calendar year. Each eligible fire department shall annually determine and 
34 report a certified roster of the names of those firefighters meeting the eligibility qualifications 
35 of this Article to its respective governing body, which upon determination of the validity and 
36 accuracy of the qualification qualification, the department shall promptly certify submit the list 
37 to the North Carolina State Firemen's Association. Submission of such information by a 
38 department to the North Carolina State Firemen's Association constitutes a ce11ification of its 
39 accuracy under accounting standards set forth by the Governmental Acco1mting Standards 
40 Board of the Financial Acco1mting Foundation. The Firemen's Association shall provide a list 
41 of those persons meeting the eligibility requirements of this Article to the State Treasurer by 
42 January 31 of each year. For the purposes of the preceding sentence, sentences, the governing 
43 body of a fire department operated: by a county is the county board of commissioners; by a city 
44 is the city council; by a sanitary district is the sanitary district board; by a corporation, whether 
45 profit or nonprofit, is the corporation's board of directors; and by any other entity is that group 
46 designated by the board. An "eligible firefighter" may not also qualify as an "eligible rescue 
47 squad worker" in order to receive double benefits available under this Article." 
48 SECTION 4. G.S. 58-86-30 reads as rewritten: 
49 "§ 58-86-30 . .Determination and certification of "eligible rescue squad worker." 
50 Eligible rescue squad workers must attend at least 36 hours of training sessions in each 
51 calendar year. Each rescue or emergency medical services squad eligible for membership in the 
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1 North Carolina Association of Rescue and Emergency Medical Services, Inc. , must file a roster 
2 certified by the secretary of the association of those rescue or emergency medical services 
3 squad workers meeting the requirements of this section with the State Treasurer by January 31 
4 of each calendar year. Submission of such information by a department to the North Carolina 
5 Association of Rescue and Emergency Medical Services, Inc., constitutes a certification of its 
6 accuracy under accounting standards set forth by the Governmental Accounting Standards 
7 Board of the Financial Accounting Foundation. 
8 An "eligible rescue squad worker" may not qualify also as an "eligible firefighter" in order 
9 to receive double benefits available under this Article." 

10 SECTION 5. G.S. 58-88-5 reads as rewritten: 
11 "§ 58-88-5. Rescue Squad Workers' Relief Fund; trustees; disbursement of funds. 
12 (a) The "Rescue Squad Workers' Relief Fund" is created. It consists of the revenue 
13 credited to the Fund under G.S. 20-183.7(c) and shall be used for the purposes set forth in this 
14 Article. 
15 (b) The Executive Committee of the Association shall be the Board of Trnstees of the 
16 Fund. The Board shall consist of the Commander, Vice-Commander, Secretary-Treasurer, and 
17 two past Commanders of the Association. The Commander shall be the Chairman of the Board. 
18 The Commander, Vice-Commander, and Secretary-Treasurer shall appoint the two past 
19 Commanders of the Association, who shall serve at the pleasure of the appointing officers. 
20 (c) The Commissioner oflnsurance has exclusive control of the Fund and shall disburse 
21 revenue in the Fund to the Association only for the following purposes: 
22 (l) To safeguard any rescue or EMS worker in active service from financial 
23 loss, occasioned by sickness contracted or injury received while in the 
24 performance of his or her duties as a rescue or EMS worker. 
25 (2) To provide a reasonable support for those persons actually dependent upon 
26 the services of any rescue or EMS worker who may Jose his or her life in the 
27 service of his or her town, county, city, or the State, either by accident or 
28 from disease contracted or injury received by reason of such service. The 
29 amount is to be determined according to the earning capacity of the 
30 deceased. 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

(3) To award scholarships to children of members, deceased members or retired 
members in good standing, for the purpose of attending a two year or four 
year college or university, and for the purpose of attending a two year course 
of study at a community college or an accredited trade or technical school, 
any of which is located in the State of North Carolina. Continuation of the 
payment of educational benefits for children of active members shall be 
conditioned on the continuance of active membership in the rescue or EMS 
service by the parent or parents.parent, parents. legal guardian, or legal 
guardians. 

( 4) To pay death benefits to those persons who were actually dependent upon 
any member killed in the line of duty. 

( 4a) To pay additional benefits approved by the Board of Trustees of the Fund to 
rescue and EMS workers who are eligible pursuant to G.S. 58-88-10 and 
who are members of the Association. 

(5) Notwithstanding any other provision of law, no expenditures shall be made 
pursuant to subdivisions (1), (2), (3), (4), and (4a) of this subsection unless 
the Board has certified that the expenditures will not render the Fund 
financially unsound for the purpose of providing the benefits set forth in 
subdivisions (l), (2), (3), (4), and (4a). lf, for any reason, funds made 
available for subdivisions (1 ), (2), (3), (4), and (4a) are insufficient to pay in 
full any benefit, the benefits pursuant to subdivisions (1), (2), (3), (4), and 
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1 ( 4a) shall be reduced pro rata for as long as the amount of insufficient funds 
2 exists. No claims shall accrue with respect to any amount by which a benefit 
3 under subdivisions (1 ), (2), (3), ( 4 ), and ( 4a) has been reduced." 
4 SECTION 6. G.S. 58-88-10 reads as rewritten: 
5 "§ 58-88-10. Membership eligibility. 
6 (a) Any member of a rescue squad or EMS service who is eligible for membership in 
7 the Association and who has attended a minimum of 36 hours of training and meetings in the 
8 last calendar year; and each rescue squad or EMS service whose members are eligible for 
9 membership in the Association who has filed a roster certifying to the Secretary-Treasurer who 

10 certifies to the Commissioner of Insurance by January 1 of each calender year that all eligible 
11 members have met the requirements, shall be eligible for the Fund. Any eligible member who, 
12 in the actual discharge of his or her duties as rescue or EMS personnel , is (1) made sick by 
13 disease contracted or (2) becomes disabled, shall be entitled to the benefits from the Fund. 
14 (b) Any organized rescue squad or EMS service in North Carolina holding itself ready 
15 for duty may, upon compliance with the requirements of the constitution and by-laws of the 
16 Association, be eligible for membership in the Fund. 
17 (c) The line of duty entitling one to participate in the Fund shall be so construed as to 
18 mean actual rescue or EMS duty only." 
19 SECTION 7. G.S. 58-88-25 reads as rewTitten: 
20 "§ 58-88-25. Application for benefits. 
21 Applications for benefits from the Fund shall be made to the Secretary-Treasurer under the 
22 following conditions and procedure: Within ~180 days after the contracting of a disease or 
23 the occutTence of accident for which benefits are sought, the chief or chief officer of the local 
24 department shall notify the Secretary-Treasurer in vvriting that the person applying for benefits 
25 is a member of the Fund and request the necessary forms from the Secretary-Treasurer's office • 
26 to be submitted for the benefits." 
27 SECTION 8. G.S. 143-166.2 reads as rewritten: 
28 "§ 143-166.2. ])efinitions. 
29 (a) The tern1 "dependent child" shall mean any unmatTied child of the deceased officer, 
30 fireman, firefighter, rescue squad worker or senior member of the Civil Air Patrol whether 
31 natural, adopted, posthun1ously born or whether a child born out of wedlock as entitled to 
32 inherit under the Intestate Succession Act, who is under 18 years of age and dependent upon 
33 and receiving his chief support from said officer or fireman :firefighter or rescue squad worker 
34 or senior member of the Civil Air Patrol at the time of his death; provided, however, that if a 
35 dependent child is entitled to receive benefits at the time of the officer's or fireman's 
36 firefighter's or rescue squad worker's or senior Civil Air Patrol member's death as hereinafter 
3 7 provided, he shall continue to be eligible to receive such benefits regardless of his age 
38 thereafter; and further provided that any child over 18 years of age who is physically or 
39 mentally incapable of earning a living and any child over 18 years of age who was enrolled as a 
40 full-time student at the time of the officer's, the fireman's, firefighter's, the rescue squad 
41 worker's or the senior Civil Air Patrol member's death shall so long as he remains a full-time 
42 student as defined in the Social Security Act be regarded as a dependent child and eligible to 
43 receive benefits under the provisions of this Article. 
44 (b) The term "dependent parent" shall mean the parent of the deceased officer, fireman , 
45 firefighter, rescue squad worker or senior member of the Civil Air Patrol , whether natural or 
46 adoptive, who was dependent upon and receiving his total and entire support from the officer, 
47 fireman, firefighter, rescue squad worker or senior member of the Civil Air Patrol at the time of 
48 the injury which resulted in his death. 
49 (c) The term "killed in the line of duty" shall apply to any law-enforcement officer, 
50 fireman, firefighter, rescue squad worker who is killed or dies as a result of bodily injuries 
51 sustained or of extreme exercise or extreme activity experienced in the course and scope of his 
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1 official duties while in the discharge of his official duty or duties. When applied to a senior 
2 member of the Civil Air Patrol as defined in this Article, "killed in the line of duty" shall mean 
3 any such senior member of the North Carolina Wing-Civil Air Patrol who is killed or dies as a 
4 result of bodily injuries sustained or of extreme exercise or extreme activity experienced in the 
5 course and scope of his official duties while engaged in a State requested and approved mission 
6 pursuant to Article 13 of Chapter 143B of the General Statutes. For purposes of this Article, 
7 when a law enforcement officer, fireman, firefighter, rescue squad worker, or senior Civil Air 
8 Patrol member dies as the direct and proximate result of a myocardial infarction suffered while 
9 on duty or within 24 hours after participating in a training exercise or responding to an 

10 emergency situation, the law enforcement officer, fireman, firefighter, rescue squad worker, or 
11 senior Civil Air Patrol member is presumed to have been killed in the line of duty. 
12 (d) The term "law-enforcement officer", "officer", or "fireman" "firefighter" shall mean 
13 a sheriff and all law-enforcement officers employed full-time, permanent part-time, or 
14 temporarily by a sheriff, the State of North Carolina or any county or municipality thereof, 
15 whether paid or unpaid; and all full-time custodial employees and probation and parole officers 
16 of the Division of Adult Co1Tection of the Department of Public Safety; and all full time 
17 institutional and full-time, permanent part-time, and temporary detention employees of the 
18 Division of Juvenile Justice of the Department of Public Safety and full-time, permanent 
19 part-time, and temporary detention officers employed by any sheriff, county or municipality, 
20 whether paid or unpaid. The term "firemen" shall mean both firefighter or firemen as defined in 
21 G.S. 58-84-5(3a), or "eligible firemen" as defined in Article 86 of Chapter 58 of the General 
22 Statutes, notwithstanding any age requirements set out in that Article, and all full-time, 
23 permanent part-time and temporary employees of the North Carolina Forest Service of the 
24 Department of Agriculture and Consumer Services during the time they are actively engaged in 
25 firefighting activities; or engaged in emergency response act1v1t1es pursuant to 
26 G.S. 166A-l 9.77; and shall mean all full-time employees of the North Carolina Department of 
27 Insurance during the time they are actively engaged in firefighting activities, during the time 
28 they are training firefighters or rescue squad workers, and during the time they are engaged in 
29 activities as members of the State Emergency Response Team, when the Team has been 
30 activated; and shall mean all otherwise eligible persons who, while actively engaged as 
31 firefighters or rescue squad workers, are acting in the capacity of a fire or rescue instructor 
32 outside their own department or squad. The tem1 "rescue squad worker" shall mean a person 
33 who is dedicated to the purpose of alleviating human suffering and assisting anyone who is in 
34 difficulty or who is injured or becomes suddenly ill by providing the proper and efficient care 
35 or emergency medical services. In addition, this person must belong to an organized rescue 
36 squad which is eligible for membership in the North Carolina Association of Rescue and 
37 Emergency Medical Services, Inc., and the person must have attended a minimum of 36 hours 
38 of training in the last calendar year. Each rescue squad belonging to the North Carolina 
39 Association of Rescue and Emergency Medical Services, Inc., must file a roster of those 
40 members meeting the above requirements with the State Treasurer on or about January 31 of 
41 each year, and this roster must be certified to by the secretary of said association. In addition, 
42 the term "rescue squad worker" shall mean a member of an ambulance service certified by the 
43 Department of Health and Human Services pursuant to Article 7 of Chapter 13 lE of the 
44 General Statutes. The Department of Health and Human Services shall furnish a list of 
45 ambulance service members to the State Treasurer on or about January 31 of each year. The 
46 term "Civil Air Patrol members" shall mean those senior members of the North Carolina 
47 Wing-Civil Air Patrol 18 years of age or older and currently certified pursuant to 
48 G.S. 143B-1031. The term "fireman" "firefighter" shall also mean county fire marshals when 
49 engaged in the performance of their county duties. The term "rescue squad worker" shall also 
50 mean county emergency services coordinators when engaged in the performance of their 
51 county duties. 
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1 (e) The term "spouse" shall mean the wife or husband of the deceased officer, fireman, 
2 firefighter, rescue squad worker or senior Civil Air Patrol member who survives him and who 
3 was residing with such officer, fireman, firefighter, rescue squad worker, or senior Civil Air 
4 Patrol member at the time of and during the six months next preceding the date of injury to 
5 such officer, fireman, firefighter, rescue squad worker or senior Civil Air Patrol member which 
6 resulted in his or her death and who also resided with such officer, fireman, firefighter, rescue 
7 squad worker or senior Civil Air Patrol member from that date of injury up to and at the time of 
8 his or her death and who remains unmarried during the time benefits are forthcoming; 
9 provided, however, the part of this section requiring the spouse to have been residing with the 

10 deceased officer, fireman, firefighter, rescue squad worker or senior Civil Air Patrol member 
11 for six months next preceding the date of the injury which resulted in his death shall not apply 
12 where marriage occurred during this six-month period or where the officer, fireman, firefighter, 
13 rescue squad worker or senior Civil Air Patrol member was absent during this six-month period 
14 due to service in the Armed Forces of the United States. 
15 (f) The term "official duties" means those duties performed while en route to, engaged 
16 in, or returning from training, or in the course of responding to, engaged in or returning from a 
17 call by the department of which he is a member, or from a call for assistance from any 
18 department or such organization within the State of North Carolina or within a service area 
19 contiguous to the borders of the State of North Carolina, when served or aided by a department 
20 from within the State of North Carolina. While within the State of North Carolina, any eligible 
21 person, as defined in this section or in G.S. 58-86-25, who renders service or assistance, of his 
22 own volition, at the scene of an emergency, is performing his official duties when: 
23 (1) Reasonably apparent circumstances require prompt decisions and actions to 
24 protect persons and property; and 
25 (2) The necessity of immediate action is so reasonably apparent that any delay • 
26 in acting would seriously worsen the property damage or endanger any 
27 person's life." 
28 SECTION 9. G.S. 143-166.3(b) reads as rewritten: 
29 "(b) Payment shall be made to the person or persons qualifying therefor under subsection 
30 (a) in the following amounts: 
31 (1) At the time of the death of an officer, fireman , firefighter, rescue squad 
32 worker or senior Civil Air Patrol member, t\venty thousand dollars ($20,000) 
33 fifty thousand dollars ($50,000) shall be paid to the person or persons 
34 entitled thereto. 
35 f2-t Thereafter, ten thousand dollars ($10,000) shall be paid annually to the 
36 person or persons entitled thereto until the sum of the initial payment and 
37 each mmual payment reaches fifty thousand dollars ($50,000). 
38 (3) In the event there is no person qualifying under subsection (a) of this section, 
39 fifty thousand dollars ($50,000) shall be paid to the estate of the deceased 
40 officer, fireman, firefighter, rescue squad worker or senior Civil Air Patrol 
41 member at the time of death. 
42 EB} In the event that any person or persons eligible for payments under subsection (a) of 
43 this section shall become ineligible, and other eligible person or persons qaalify for said death 
44 benefit payments under subsection (a), then they shall receive the remainder of any payments 
45 1:1p to the limit of fifty thoasand dollars ($50,000) in the manner set forth in subsection (b) of 
46 this section. 
4 7 fdj In the event any person or persons eligible for payments under subsection (a) of this 
48 section shall become ineligible and no other person or persons qualify for payments under that 
49 subsection and where the sum of the initial payment of twenty thousand dollars ($20,000) and 
50 each subsequent anmml payment often. thousand dollars ($10,000) does not total fifty thousand 
51 dollars ($50,000), then the difference between the total of the payments made and fifty 
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1 thousand dollars ($50,000) shall immediately be payable to the estate of the deceased officer, 
2 fireman, rescue squad worker, or senior Civil Air Patrol member." 
3 SECTION 10.(a) In order to participate in the Local Governmental Employees' 
4 Retirement System after October 1, 2015, the charter or articles of incorporation of fire 
5 departments must include a provision that provides that the governing body of the local 
6 government entity that holds the contract with the highest dollar value to the fire department for 
7 provision of fire services shall have the authority to remove from office up to fifty percent 
8 (50%) plus one member of the Board of Trustees or Board of Directors of the fire department. 
9 Before exercising this authority, the local government entity shall notify the affected fire 

10 department and give the fire department the opportunity to be heard in a public meeting. When 
11 any fire department board member is removed, the resulting vacancy shall be filled pursuant to 
12 the bylaws of the fire department. 
13 SECTION 10.(b) This section only applies to fire departments that commenced 
14 participation in the Local Governmental Employees' Retirement System between 1977 and 
15 1992 pursuant to Chapter 316 of the Session Laws of 1977 and have contracts to provide fire 
16 protection to a city, county, or instrumentality of the State. 
17 SECTION 11. This act becomes effective July l, 2015. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

Session 2015 

Legislative Retirement Note 

BILL NUMBER: Senate Bill 99 (Third Edition) 

SHORT TITLE: Fire, Rescue, & Safety Worker System Changes. 

SPONSOR(S): 

FUNDS AFFECTED: State General Fund; local government funds for LGERS 

SYSTEM OR PROGRAM AFFECTED: Firefighters' and Rescue Squad Workers' Pension 
Fund (FRSWPF), Local Governmental Employees' Retirement System (LGERS), and line-of­
duty death benefits under Article 12A of Chapter 143. 

BILL SUMMARY: 

Senate Bill 99 (Third Edition) modifies statutes governing the programs above as well as the Local 
Firefighters' Relief Fund, Statewide Firefighters' Relief Fund, State Fire Protection Grant Fund, 
Volunteer Safety Workers Assistance, and the Rescue Squad Workers' Relief Fund. The impact 
on these other programs is outside the scope of this note. The following summarizes the sections 
of the bill that are within the scope of this note: 

Section 2: Amends G.S. 58-86-10 to allow the Board of Trustees overseeing the FRSWPF to 
correct any benefit payment being received by a member or beneficiary that was being incorrectly 
paid due to the submission of fraudulent or incmTect infonnation. The correction will, as far as 
practicable, adjust the benefit payment in such a manner that the actuarial equivalent of the benefit 
to which the member or beneficiary was correctly entitled shall be paid. 

Sections 3 and 4: Require each eligible fire department and rescue or emergency medical services 
squad to annually rep01i a ce1iified roster of all members meeting the eligibility qualifications of 
the FRSWPF, and specify that such submission constitutes a certification of its accuracy under 
applicable accounting standards. 

Section 8: Applies new definitions of the tern1s "firefighter" or "fi reman" as they apply to the line­
of-duty death benefits. The definition of firefighter in the bill includes anyone who meets all of 
the following requirements: 

a. Is a volunteer, employee, contractor, or member of a rated and certified fire department. 
b. Performs work or training connected with fire protection, fire prevention, fire control, fire 

education, fire inspection, fire investigation, rescue, Emergency Medical Services, special 
operations, or performs the statutory duties and responsibilities of the fire chief as set forth 
in G.S. 160A-292. 

c. Performs work or training at the direction of the fire chief. 
d. Is included on the certified roster submitted to the N011h Carolina State Firemen's 

Association pursuant to G.S. 58-86-25 . 
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It is unclear how this definition differs from the unwritten definition currently being applied in 
administering the affected statutes, but the list of roles in b. above may be broader than is implied 
in usage of the term "firefighter" by the general public. 

Section 9: Provides that the line-of-duty death benefit will be paid in a $50,000 lump sum in all 
circumstances. Currently, the benefit is paid $20,000 in the first year, and $10,000 in each of the 
next three years to surviving spouses and dependents. 

Section 10: Requires certain non-profit fire departments participating in LGERS to include a 
provision in their charter allowing the local government with which they have the largest contract 
to remove a majority of the members of the Board of Trustees or Directors of the fire department. 

EFFECTIVE DATE: July 1, 2015 

ESTIMATED IMPACT ON STA TE: 

Buck Consultants, the actuary for the Retirement System, estimates that this bill does not increase 
the liabilities or contributions of LGERS or FRSWPF, although they note that they are unable to 
quantify certain impacts within the actuarial framework . Buck Consultants did not comment on 
the impact on the line-of-duty death benefits. 

Hartman & Associates, the actuary for the General Assembly, estimates that the bill will not have a • 
material financial impact on any of the systems or programs that are within the scope of this note. 

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 December 31 , 2013 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
FRSWPF 

Active Members 
Count 42,464 
Valuation Compensation (Total) Not applicable 
Average Age 40 
Average Service ] 1.5 

Inactive Members 
Count 156 

Retired Members 
Count 12,445 
Annual Benefits $25M 
Average Age 68 
New Retirees During 2014 840 
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Financial Statistics (as of 12/31/2013 unless otherwise noted, M = millions) 
FRSWPF 

Accrued Liability (AL) $413M 
Actuarial Value of Assets (AVA) $365M 
Market Value of Assets (MVA) $371M 
Unfunded Accrued Liability (AL - AVA) $48M 
Funded Status (AVA I AL) 88% 
Annual Required Contribution (ARC) for FY 2015-16 $13.2M 
Assumed Rate of Investment Return 7.25% 
Salary Increase Assumption Not applicable 
Cost Method Entry Age Nonna! 
Amortization 12 year, closed, flat$ 
Demographic assumptions based on 2005-2009 experience, RP-2000 mortality with 
age adjustments, and projection of future mo1tality improvement with scale AA 

Benefit Provisions 
FRSWPF 

Formula $170 per month 
Unreduced retirement age/service 55/20 
Employee contribution (as% of pay) $10 per month 

Fu1ther detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Fire, Rescue, and Safety Workers System Changes (Senate Bill 99)", May 6, 
2015, original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & Associates, LLC, "Senate Bill 99 - Pensions & Retirement and Aging Committee 
Substitute: Fire, Rescue, & Safety Worker System Changes", April 29, 2015, original of which is 
on file in the General Assembly's Fiscal Research Division. 

TECHNICAL CONSJDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the N01ih Carolina Senate and House of Representatives. 

PREPARED BY: David Vanderweide 

APPROVED BY: 
Mark Trogdon, Director 
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SENATE BILL 455: 
Iran Divestment Act 

20 I 5-2016 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Sen. Gunn 
Second Edition 

Date: June 8, 2015 
Prepared by: Karen Cochrane-Brown 

Committee Counsel 

SUMMARY: Senate Bill 455 would prohibit certain investments and contracts with persons 
determined to be engaging in investment activities in Iran. The Department of State Treasurer is 
directed to adopt a policy on divestment consistent with its current policy. 

CURRENT LAW: The federal Comprehensive Iran Sanctions, Accountability, and Divestment Act of 
2010 expressly authorizes states and local governments to prevent investment in companies operating in 
Iran's energy sector with investments that have the result of supporting the efforts of the government of 
Iran to achieve nuclear weapons capability. The North Carolina Department of the State Treasurer 
ctmently has an Iran Divestment Policy consistent with this act. 

BILL ANALYSIS: 

Section 1 of Senate Bill 455 would create a new article under Chapter 143C of the General Statutes 
entitled the Iran Divestment Act of 2015. The section states the intent of the General Assembly to 

• 

implement the authority granted under Section 202 of the federal Comprehensive Iran Sanctions, 
Accountability, and Divestment Act of 2010 by prohibiting certain investments and contracts with 
persons engaged in investment activities in the energy sector oflran on a statewide basis. 

The bill directs the State Treasurer to adopt a policy to identify persons engaged in investment activities 
in Iran, to prohibit investment of State funds with those persons, and prohibits persons on the list from 
contracting with the State. 

List of persons: The State Treasurer would be required to create a list of persons engaging in investment 
activities in the energy sector of Iran. Investment activities in the energy sector of Iran are defined as 
activities to develop petroleum, natural gas resources, or nuclear power by: a person providing goods or 
services of 20 million dollars to the energy sector of Iran; or a person that extends 20 million dollars or 
more in credit that will be used to provide goods or services in the energy sector of Iran. 

The State Treasurer would create the list within 120 days of adoption of the policy and update it every 
180 days. The State Treasurer would provide 90 days' written notice to inforn1 any person of the intent 
of the State Treasurer to include that person on the list and provide that person with the opportunity to 
deny in writing its engagement in investment activities in the energy sector of Iran. 

Prohibited Investments: The bill would prohibit the North Carolina Retirement System or the 
Department of the State Treasurer from investing funds with a person identified on the list created by the 
State Treasurer. It would also require that any existing investment with a person on the list be divested 
within 180 days of the adoption of the policy. 

The bill clarifies that nothing in the divestment policy will require the North Carolina Retirement 

• 

System or the State Treasurer to take action tmless the State Treasurer determines in good faith that the 
action is consistent with the fiduciary duties of those agencies. 

0. Walker Reagan 
Director II 
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Research Division 
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An investment may be made in a person identified on the list on a case by case basis if: 

• The investment activities in Iran were made before the effective date of this act. The person must 
demonstrate that it has not expanded or renewed the investment activities and it has adopted a 
fo1mal plan to cease the investment and to refrain from engaging in new investments in Iran; or 

• The State Treasurer makes a good faith determination that the investments are necessary to 
perfonn its functions . 

Prohibited Contracts: The bill would make any person on the list created by the State Treasurer 
ineligible to contract with the State. It would require a person that contracts with the State to certify that 
the person is not identified on the list created by the State Treasmer. The State agency would be required 
to maintain a record of the certification. 

The prohibition would not apply to contracts valued at $1,000 or less. The State may contract with a 
person identified by the list on a case by case basis if: 

• The investment activities in Iran were made before the effective date of this act. The person must 
demonstrate that it has not expanded or renewed the investment activities and it has adopted a 
formal plan to cease the investment and to refrain from engaging in new investments in Iran; or 

• The State agency makes a good faith determination that the commodities or services provided by 
the contract are necessary to perform its functions and the agency would otherwise be unable to 
obtain the commodities or services. 

Reporting and Application: The State Treasurer would report to Joint Legislative Commission on 
Governmental Operations and the Governor annually on the status of the federal law and the 
implementation of the act. 

The restrictions in this act would apply only w1til: (1) the President or Congress declares that divestment 
of this type interferes with the conduct of United States foreign policy; or (2) Congress revokes authority 
to divest in the manner provided for in the act. 

Section 2 would clarify that nothing in this act is intended to create a fiduciary relationship between the 
State Treasurer and anyone who uses the list or any fiduciary duty on the part of the State Treasurer 
where one does not otherwise exist by law. 

Section 3 would require the State Treasurer to report a description of this act to the Attorney General of 
the United States within 30 days, as required by federal law. 

EFFECTIVE DATE: This act becomes effective October l , 2015. 

BACKGROUND: Other states with Iran divestment or contracting prohibition legislation include: 
Alaska, Arizona, California, Connecticut, Florida, Georgia, Illinois, Indiana, Iowa, Maryland, 
Massachusetts, Michigan, Minnesota, New Jersey, New York, Oregon, Pennsylvania, Rhode Island, 
South Carolina, South Dakota, and Utah. 

The North Carolina Department of State Treasurer's Policy on Iran Divestment can be found here: 
https ://wvvw .nctreasurer. com/inv /Poli cies/Iran%20 Di vestment%20 Pol icy%2 0-%20enacted%202012-07 -
19.pdf. 

Lav/a Cummings. counsel to Senate Commerce. substantially contributed to this summa,y. 

• 
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Short Title: Iran Divestment Act. (Public) 

Sponsors: 

Referred to: 

March 26, 2015 

A BILL TO BE ENTITLED 
AN ACT TO ENACT THE IRAN DIVESTMENT ACT. 
The General Assembly of North Carolina enacts: 

SECTION 1. Chapter 143C of the General Statutes is amended by adding a new 
Article to read: 

"Article 6A. 
"Iran Divestment Act. 

"§ 143C-6A-1. Article title. 
This Article may be cited as the "Iran Divestment Act of 2015." 

"§ 143C-6A-2. Findings. 
The General Assembly finds that: 

ill Congress and the President have determined that the illicit nuclear activities 
of the Government of Iran, combined with its development of 
unconventional weapons and ballistic missiles and its support of 
international terrorism, represent a serious threat to the security of the United 
States. Israel, and other United States allies in Emope. the Middle East. and 
around the world. 

ill The International Atomic Energy Agency has repeatedly called attention to 
Iran's unlawful nuclear activities. and. as a result. the United Nations 
Security Council has adopted a range of sanctions designed to encourage the 
Government of Iran to cease those activities and comply with its obligations 
under the Treaty on the Non-Proliferation of Nuclear Weapons. 

ill On July 1. 2010, President Barack Obama signed into law H.R. 2194, the 
"Comprehensive Iran Sanctions. Accountability, and Divestment Act of 
2010" (Public Law 111-195). which expressly authorizes states and local 
governments to prevent investment in. including prohibiting entry into or 
renewing contracts with, companies operating in Iran's energy sector with 
investments that have the result of directly or indirectly supporting the 
efforts of the Government oflran to achieve nuclear weapons capability. 

(11 The serious and urgent natme of the threat from Iran demands that states, 
local governments, and private institutions work together with the federal 
government and American allies to do everything possible diplomatically. 
politically. and economically to prevent Iran from acgumng nuclear 
weapons capability. 
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General Assembly Of North Carolina Session 2015 

ill Respect for human rights in Iran has steadily deteriorated as demonstrated 
by transparently fraudulent elections and the brutal repression and murder, 
arbitrary arrests, and show trials of peaceful dissidents. 
The concerns of the State regarding Iran are strictly the result of the actions 
of the Government of Iran and should not be construed as enmitv towards 
the Iranian people. 

ill In order to effectively address the need for this State to respond to the 
policies of Iran in a uniform fashion, prohibiting contracts with persons 
engaged in investment activities in the energv sector of Iran must be 
accomplished on a statewide basis. 

.(fil It is the intent of the General Assembly to fully implement the authority 
granted under Section 202 of the Comprehensive Iran Sanctions, 
Accountabilitv. and Divestment Act of 2010 (Public Law 111-195). 

"§ 143C-6A-3. Definitions. 
As used in this Article: 

Page 2 

ill "Energy sector of Iran" means activities to develop petroleum or natural gas 
resources or nuclear power in Iran. 

ill "Financial institution" means the term as used in Section 14 of the Iran 
Sanctions Act of 1996 (Public Law 104-172; 50 U.S.C. 1701 § note). 

ill "Investment" means a commitment or contribution of funds or property, 
whatever the source. a loan or other extension of credit, and the entry into or 
renewal of a contract for goods or services. It does not include indirect 
beneficial ownership through index funds. commingled funds. limited 
partnerships. derivative instruments, or the like. 

Ci}_ "Investment activities in Tran" means a person engages in investment 
activities in Iran if: 

ill 

a. The person provides goods or services of twenty million dollars 
($20.000.000) or more in the energy sector of Tran, including a 
person that provides oil or liquefied natural gas tankers, or products 
used to construct or maintain pipelines used to transport oil or 
liquefied natural gas, for the energy sector of Iran; or 
The person is a financial institution that extends twenty million 
dollars ($20.000,000) or more in credit to another person, for 45 days 
or more, if that person will use the credit to provide goods or services 
in the energy sector in Iran and is identified on a list. created 
pursuant to G.S. 143C-6A-6, as a person engaging in investment 
activities in Tran as described in this section. 

"Iran" includes the Government of Iran and any agency or instrumentality of 
Iran. 
"Person" means any of the following: 
a. A natural person, corporation. company, limited liability company. 

business association, partnership. society, trust, or anv other 
nongovernmental entity. organization. or group. 

b. Anv governmental entitv or instrumentality of a government, 
including a multilateral development institution, as defined in section 
1701 (c)(3) of the International Financial Institutions Act (22 U.S.C. § 
262r(c)(3)). 

c. Anv successor. subunit, parent entity, or subsidiary of, or any entity 
under common ownership or control with any entity described m 
sub-subdivisions (a) and (b) of this subdivision. 
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General Assembly Of North Carolina Session 2015 

(Zl "State agency" means any board. comm1ss10n. department. executive 
department, officer, institution. and anv political subdivision of the State. 

"§ 143C-6A-4. Prohibitions on State investment. 
No more than 30 days after the effective date of this act. the State Treasurer shall adopt a 

policv prohibiting the North Carolina Retirement Systems or the Department of the State 
Treasurer from investing funds with a person engaging in investment activities in Tran. At a 
minimum the policy shall provide: 

ill List of persons engaged in investment. - Within 120 days of adoption of the 
policy, the State Treasurer shall develop and make publicallv available a list 
of persons it determines. using federal sanctions lists and any other credible 
information available to the public, a list of persons it determines engage in 
investment activities in Tran. The State Treasurer shall make every effo11 to 
avoid etToneously including a person on the list. The State Treasurer shall 
update the list every 180 days. Before finalizing an initial list or an updated 
list. the State Treasurer must do all of the following before a person is 
included on the list: 

ill 

Ll..)_ 

ill 

S455 [Edition 2] 

a. Provide 90 days' written notice of the State Treasurer's intent to 
include the person on the list. The notice shall inform the person that 
inclusion on the list would make the person ineligible for State 
investment and may affect the person's ability to conduct other 
business with the State and its subdivisions. The notice shall specify 
that the person. if it ceases its engagement in investment activities in 
Tran. may be removed from the list. 

b. The State Treasurer shall provide a person with an opportunity to 
comment in wTiting that it is not engaged in investment activities in 
Iran. If the person demonstrates to the State Treasurer that the person 
is not engaged in investment activities in Tran, the person shall not be 
included on the list. 

Investments prohibited. - Neither the North Carolina Retirement Systems 
nor the State Treasurer may invest funds with a person that is identified on a 
list created pursuant to subdivision (1) of this section as a person engaging in 
investment activities in Tran. 
Existing investments. - Any existing investment with a person that is 
identified on a list created pursuant to subdivision (1) of this section as a 
person engaging in investment activities in Iran must be divested within 180 
days of the adoption of the policy. 
Fiduciary duties. - Nothing in the policv shall require the North Carolina 
Retirement Svstems or the State Treasurer to take action unless it is 
determined bv the State Treasurer. in good faith. that the action is consistent 
with the fiduciary responsibilities of the Retirement Svstems and the State 
Treasurer. 
Exceptions. - Notwithstanding the policy, an investment may be made in a 
person engaged in investment activities in Iran, on a case-by-case basis. if: 
a. The investment activities in Iran were made before the effective date 

of this act. the investment activities in Iran have not been expanded 
or renewed after the effective date of this act, and the person has 
adopted, publicized. and is implementing a formal plan to cease the 
investment activities in Iran and to refrain from engaging in any new 
investments in Iran; or 

b. The State Treasurer makes a good-faith determination that the 
investments are necessary to perform its functions. 
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General Assembly Of North Carolina Session 2015 

"§ 143C-6A-5. Certification required. 
.u!l A State agency shall require a person that attempts to contract with the State or 

political subdivision of the State. including a contract renewal or assumption, to certify, at the 
time the bid is submitted or the contract is entered into, renewed, or assigned. that the person or 
the assignee is not identified on a list created by the State Treasurer pursuant to 
G.S. 143C-6A-4. A State agencv shall include certification information in the procurement 
record. 

(hl A person that contracts with the State or a political subdivision of the State, 
including a contract renewal or assumption, shall not utilize on the contract with the State 
agencv anv subcontractor that is identified on a list created pursuant to G.S. 143C-6A-4. 

K}_ Upon receiving information that a person who has made the certification required by 
subsection (a) of this section is in violation thereoL the State agency shall review the 
information and offer the person an opportunity to respond. If the person fails to demonstrate 
that it has ceased its engagement in the investment which is in violation of this act within 90 
days after the detem1ination of the violation, then the State agency shall take action as may be 
appropriate and provided for by law, rule. or contract. 
"§ 143C-6A-6. Restrictions on contracts with the State or subdivisions of the State. 

.u!l A person that is identified on a list created by the State Treasurer pursuant to 
G.S. 143C-6A-4 as a person engaging in investment activities in Iran is ineligible to contract 
with the State or any political subdivision of the State. 

.(hl Any contract entered into with a person that is ineligible to contract with the State or 
any political subdivision of the State is void ab initio. 
"§ 143C-6A-7. Exceptions. 

.u!l G.S. 143C-6A-6 does not apply to contracts valued at one thousand dollars ($1,000) 
or less. 

.(hl Notwithstanding G.S. 143C-6A-6. a person engaged in investment activities in Iran 
may contract with the State or a political subdivision of the State. on a case-by-case basis. if: 

ill The investment activities in Iran were made before the effective date of this 
act, the investment activities in Iran have not been expanded or renewed 
after the effective date of this act, and the person has adopted. publicized, 
and is implementing a formal plan to cease the investment activities in Iran 
and to refrain from engaging in any new investments in Iran: or 

(1)_ The State agency makes a good-faith determination that the commodities or 
services are necessary to perform its functions and that. absent such an 
exemption. the State agency would be unable to obtain the conm1odities or 
services for which the contract is offered. The determination shall be entered 
into the procurement record. 

"§ 143C-6A-8. Report; application. 
.@} The State Treasurer shall report to the Joint Legislative Commission on 

Governmental Operations and the Governor annually by October 1 on the status of the federal 
"Comprehensive Iran Sanctions, Accountabilitv, and Divestment Act of 2010" (Public Law 
111-195). the "Iran Divestment Act of 2015." and any rules or regulations adopted thereunder. 

.(hl The restrictions provided for in this Article apply only until: 
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ill The President or Congress of the United States, by means including. but not 
limited to, legislation, executive order, or written certification. declares that 
divestment of the type provided for in this Article interferes with the conduct 
of United States foreign policy; or 

ill Congress revokes authority to divest in the manner provided for in this 
Article." 
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1 SECTION 2. Nothing in this act is intended to create a fiduciary relationship 
2 between the State Treasurer and any party who uses the list or any fiduciary duty on the part of 
3 the State Treasurer where one does not otherwise exist by law. 
4 SECTION 3. The State Treasurer shall submit to the Attorney General of the 
5 United States a written notice describing this act within 30 days after the effective date of this 
6 act. 
7 SECTION 4. This act becomes effective October 1, 2015. 
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House Committee on Pensions and Retirement 
Tuesday, June 16, 2015 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met on Tuesday, June 16, 2015 at 10:00 am 
in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. 
Bell, Bishop, B. Brown, Elmore, Gill, Hurley, and Langdon attended. 

Representative Allen McNeill presided and called the meeting to order at 10:02. He introduced 
the Sergeant at Arms staff and the pages. 

The chair said there was a House Proposed Committee Substitute before the committee for SB 
455, Iran Divestment Act. Representative Elmore was recognized for a motion to hear the PCS. 
The motion passed. Senator Gunn was then recognized to explain the PCS. He explained that 
this bill will prohibit State and Local Governments from doing business with Iran as it relates to 
the energy sector. There was a short discussion from the committee. Edgar Starnes and Blake 
Thomas from the State Treasurer's office provided information and answered questions. 

Representative Michaux made a motion for favorable to the House PCS and unfavorable to the 
Senate Committee Substitute. The motion passed. 

There being no further business, Representative McNeill adjourned the meeting at 10: 15am. 

Respectfully submitted, 

Representative Allen McNeill , Chair Laura Sullivan, Committee Clerk 



• 

• 

• 



ATTENDANCE • House Committee on Pensions and Retirement 
(Name of Committee) 
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Rep. McNeill X X X X X X X X X X 

Rep. Ross X X X X X X X X X X 

Rep. Michaux X X X X X X X X X X 

Rep. L. Bell X X X X X X X X X X 

Rep. Bishop X X X X X X 

Rep. Blust X X X X X 

Rep. B Brown X X X X X X X X X 

Rep. Elmore X X X X X 

Rep. Gill X X X X X X X X X 

• Rep. Holley X X X X X X X X 

Rep. Hurley X X X X X X X 

Rep.Langdon X X X X X X X 

Rep. Waddell X X X X X 

Staff 

Clerk: Laura Sullivan X X X X X X X X X X 

Clerk: Laura Spratley X X X X X X X X X X 

Karen Cochrane-Brown X X X X X X X 

Lanier McRee X X X X X X X 

Theresa Matula X X X X X X X X X 

David Vanderweide X X X X X X X X X X 
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NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY&DATE: 
TIME: 
LOCATION: 
COMMENTS: 

Tuesday,June 16,20 15 
10:00 AM 
415 LOB 
Rep. McNeill chairing. 

The following bills will be considered: 

BILL NO. SHORT TITLE 
SB 455 Iran Divestment Act. 

SPONSOR 
Senator Gunn 

Respectfully, 

Representative Allen McNeill , Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 9:59 AM on 
Thursday, June 11 , 2015. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE HOUSE COM SUB, UNFAVORABLE SENATE COM SUB 

SB 455 (CS#l) Iran Divestment Act. 
Draft Number: 
Serial Referral: 

S455-PCS35290-R0-17 
None 

Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

TOTAL REPORTED: I 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

SENATE BILL 455 
Commerce Committee Substitute Adopted 4/15/15 

PROPOSED HOUSE COMMITTEE SUBSTITUTE S455-CSR0-17 [v.1] 
6/ 12/2015 11 :40:15 AM 

Short Title: Iran Divestment Act. 

Sponsors: 

Referred to: 

March 26, 2015 

D 

(Public) 

I A BILL TO BE ENTITLED 
2 AN ACT TO ENACT THE IRAN DIVESTMENT ACT. 
3 The General Assembly of North Carolina enacts: 
4 SECTION 1. Chapter 143C of the General Statutes is amended by adding a new 
5 
6 
7 
8 
9 
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14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
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33 
34 

Article to read: 
"Article 6A. 

"Iran Divestment Act. 
"§ 143C-6A-1. Article title. 

This Article may be cited as the "Iran Divestment Act of 2015." 
"§ 143C-6A-2. Findings. 

The General Assembly finds that: 
ill Congress and the President have determined that the illicit nuclear activities 

of the Government of Iran, combined with its development of 
unconventional weapons and ballistic missiles and its support of 
international terrorism, represent a serious threat to the security of the United 
States, Israel, and other United States allies in Europe, the Middle East, and 
around the world. 

ill The International Atomic Energy Agency has repeatedly called attention to 
Iran's unlawful nuclear activities, and, as a result, the United Nations 
Security Council has adopted a range of sanctions designed to encourage the 
Government of Iran to cease those activities and comply with its obligations 
under the Treaty on the Non-Proliferation of Nuclear Weapons. 

ill On July I, 2010, President Barack Obama signed into law H.R. 2194, the 
"Comprehensive Iran Sanctions, Accountability, and Divestment Act of 
20 IO" (Public Law 111-195), which expressly authorizes states and local 
governments to prevent investment in, including prohibiting entry into or 
renewing contracts with, companies operating in Iran's energy sector with 
investments that have the result of directly or indirectly supporting the 
efforts of the Government of Iran to achieve nuclear weapons capability. 

ill The serious and urgent nature of the threat from Iran demands that states, 
local governments, and private institutions work together with the federal 
government and American allies to do everything possible diplomatically, 
politically, and economically to prevent Iran from acquiring nuclear 
weapons capability . 

I Ill I 1111 
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Respect for human rights in Iran has steadily deteriorated as demonstrated 
by transparently fraudulent elections and the brutal repression and murder, 
arbitrary arrests, and show trials of peaceful dissidents. 
The concerns of the State regarding Iran are strictly the result of the actions 
of the Government of Iran and should not be construed as enmity towards 
the Iranian people. 

ill In order to effectively address the need for this State to respond to the 
policies of Iran in a uniform fashion, prohibiting contracts with persons 
engaged in investment activities in the energy sector of Iran must be 
accomplished on a statewide basis. 

.(fil It is the intent of the General Assembly to fully implement the authority 
granted under Section 202 of the Comprehensive Iran Sanctions, 
Accountability, and Divestment Act of2010 (Public Law 111-195). 

"§ 143C-6A-3. Definitions. 
As used in this Article: 
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ill "Energy sector of Iran" means activities to develop petroleum or natural gas 
resources or nuclear power in Iran. 

ill "Financial institution" means the term as used in Section 14 of the Iran 
Sanctions Act of 1996, as amended (Public Law 104-172; 50 U.S.C. 170 I § 
note). 

ill "Investment" means a commitment or contribution of funds or property, 
whatever the source, a loan or other extension of credit, and the entry into or 
renewal of a contract for goods or services. It does not include indirect 
beneficial ownership through index funds, commingled funds, limited 
partnerships, derivative instruments, or the like. 

ill "Investment activities in Iran" means a person engages in investment 
activities in Iran if: 
a. The person provides goods or services of twenty million dollars 

($20,000,000) or more within any 12-month period in the energy 
sector of Iran, including a person that provides oil or liquefied natural 
gas tankers, or products used to construct or maintain pipelines used 
to transport oil or liquefied natural gas, for the energy sector of Iran; 
or 

b. The person is a financial institution that extends twenty million 
dollars ($20,000,000) or more in credit to another person, for 45 days 
or more, if (i) the financial institution knows, or reasonably should 
know, that person will use the credit to provide goods or services in 
the energy sector in Iran, and (ii) the person receiving credit is 
identified on a list created pursuant to G.S. 143C-6A-6 as a person 
engaging in investment activities in Iran as described in this section. 

ill "Iran" includes the Government of Iran and any agency or instrumentality of 
Iran. 

_(fil "Person" means any of the following: 
a. A natural person, corporation, company, limited liability company, 

business association, partnership, society, trust, or any other 
nongovernmental entity, organization, or group. 

b. Any governmental entity or instrumentality of a government, 
including a multilateral development institution, as defined in section 
170 I (c)(3) of the International Financial Institutions Act (22 U.S.C. § 
262r(c)(3)). 

Senate Bill 455 S455-CSR0-17 [v.1] 
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General Assembly of North Carolina Session 2015 

c. Any successor, parent entity owning more than 20%, or 
majority-owned subunit or subsidiary of any entity described in 
sub-subdivisions (a) and (b) of this subdivision. 

ill "State agency" means any board, commission, department, executive 
department, officer, institution, and any political subdivision of the State. 

"§ 143C-6A-4. Prohibitions on State investment. 
No more than 30 days after the effective date of this act, the State Treasurer shall adopt a 

policy prohibiting the North Carolina Retirement Systems or the Department of the State 
Treasurer from investing funds with a person engaging in investment activities in Iran . At a 
minimum the policy shall provide: 

ill List of persons engaged in investment. - Within 120 days of adoption of the 
policy, the State Treasurer shall develop and make publically available a list 
of persons it determines, using federal sanctions lists and any other credible 
information available to the public, a list of persons it determines engage in 
investment activities in Iran. The State Treasurer shall make every effort to 
avoid erroneously including a person on the list. The State Treasurer shall 
update the list every 180 days. Before finalizing an initial list or an updated 
list, the State Treasurer must do all of the following before a person is 
included on the list: 
a. Provide 90 days' written notice of the State Treasurer's intent to 

include the person on the list. The notice shall inform the person that 
inclusion on the list would make the person ineligible for State 
investment and may affect the person's ability to conduct other 
business with the State and its subdivisions. The notice shall specify 
that the person, if it ceases its engagement in investment activities in 
Iran, may be removed from the list. 
The State Treasurer shall provide a person with an opportunity to 
comment in writing that it is not engaged in investment activities in 
Iran. If the person demonstrates to the State Treasurer that the person 
is not engaged in investment activities in Iran, the person shall not be 
included on the list. 

ill Investments prohibited. - Neither the North Carolina Retirement Systems 
nor the State Treasurer may invest funds with a person that is identified on a 
list created pursuant to subdivision (I) of this section as a person engaging in 
investment activities in Iran. 

ill Existing investments. - Any existing investment with a person that is 
identified on a list created pursuant to subdivision (I) of this section as a 
person engaging in investment activities in Iran must be divested within I 80 
days of the adoption of the policy. 

ill Fiduciary duties. - Nothing in the policy or in this Article shall require the 
North Carolina Retirement Systems or the State Treasurer to take action 
unless it is determined by the State Treasurer, in good faith, that the action is 
consistent with the fiduciary responsibilities of the Retirement Systems and 
the State Treasurer. 

ill Exceptions. - Notwithstanding the policy, an investment may be made in a 
person engaged in investment activities in Iran if: 
a. The person is eligible to contract with the State under the exception 

in G.S. 143C-6A-7(b) . 
b. The State Treasurer makes a good-faith determination, on a 

case-by-case basis, that the investments are necessary to perform its 
functions . 

S455-CSR0-17 [v.1] Senate Bill 455 Page 3 



--- ------ --

• 

• 

• 



• 

• 

• 

I 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
!3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

General Assembly of North Carolina Session 2015 

"§ 143C-6A-5. Certification required. 
ill A State agency shall require a person that attempts to contract with the State or 

political subdivision of the State, including a contract renewal or assumption, to certify, at the 
time the bid is submitted or the contract is entered into, renewed, or assigned, that the person or 
the assignee is not identified on a list created by the State Treasurer pursuant to 
G.S. I 43C-6A-4. A State agency shall include certification information in the procurement 
record. 

.(hl A person that contracts with the State or a political subdivision of the State, 
including a contract renewal or assumption, shall not utilize on the contract with the State 
agency any subcontractor that is identified on a list created pursuant to G.S. 143C-6A-4. 

.{£)_ Upon receiving information that a person who has made the certification required by 
subsection (a) of this section is in violation thereof, the State agency shall review the 
information and offer the person an opportunity to respond. If the person fails to demonstrate 
that the person should not have been identified on the list created pursuant to G.S. 143C-6A-4 
within 90 days after the determination of the violation, then the State agency shall take action 
as may be appropriate and provided for by law, rule, or contract. 
"§ 143C-6A-6. Restrictions on contracts with the State or subdivisions of the State. 

ill A person that is identified on a list created by the State Treasurer pursuant to 
G.S. I 43C-6A-4 as a person engaging in investment activities in Iran is ineligible to contract 
with the State or any political subdivision of the State. 

.(hl Any contract entered into with a person that is ineligible to contract with the State or 
any political subdivision of the State is void ab initio. 

.{£)_ Existing contracts with persons made ineligible to contract with the State or any 
political subdivision of the State under this Article shall be allowed to expire in accordance 
with the terms of the contract. 
"§ 143C-6A-7. Exceptions. 

ill G.S. I 43C-6A-6 does not apply to contracts valued at one thousand dollars ($1,000) 
or less. 

.(hl Persons engaged in substantial positive action. - Notwithstanding any other 
provision of this Article, a person engaged in investment activities in Iran may contract with the 
State or a political subdivision of the State if the State Treasurer determines, using U.S. 
government statements and any other credible information available to the public, that the 
person's investment activities in Iran were made before the effective date of this act, the 
investment activities in Iran have not been expanded or renewed after the effective date of this 
act, and the person has adopted, publicized, and is implementing a detailed plan to cease the 
investment activities in Iran and to refrain from engaging in any new investments in Iran. The 
State Treasurer shall develop and make publically available a "Substantial Positive Action 
Exception List" of these persons. The State Treasurer shall update the I ist every 180 days. Once 
a person has not engaged in investment activities in Iran within the previous five years, the 
State Treasurer shall remove that person from the list created pursuant to G.S. I 43C-6A-4. 

.{£)_ Necessary commodities or services. - Notwithstanding any other provision of this 
Article, a person engaged in investment activities in Iran may contract with the State or a 
political subdivision of the State, on a case-by-case basis, if the State agency or political 
subdivision makes a good-faith determination that the commodities or services are necessary to 
perform its functions and that, absent such an exemption, the State agency would be unable to 
obtain the commodities or services for which the contract is offered. The determination shall be 
entered into the procurement record . 
"§ 143C-6A-8. Report; application . 

ill The State Treasurer shall report to the Joint Legislative Commission on 
Governmental Operations and the Governor annually by October I on the status of the federal 
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"Comprehensive Iran Sanctions, Accountability, and Divestment Act of 20 IO" (Public Law 
111-195), the "Iran Divestment Act of 2015," and any rules or regulations adopted thereunder. 

(hl The restrictions provided for in this Article apply only until: 
ill The President or Congress of the United States, by means including, but not 

limited to, legislation, executive order, or written certification, declares that 
divestment of the type provided for in this Article interferes with the conduct 
of United States foreign policy; or with respect to restrictions on any 
particular investment activities in Iran, those activities have been specifically 
exempted from U.S. government sanctions by an affirmative declaration 
authorized by the Congress of the United States; or 

ill Congress revokes authority to divest in the manner provided for in this 
Article. 

"§ 143-C-6A-9. No private right of action. 
@2 This Article does not create or authorize a private right of action to enforce the 

provisions of the Article. 
(hl A person may challenge being included on the lists established in this Article using 

the procedures in Article 3 of Chapter 1508 of the General Statutes, except that no person may 
file a contested case more than once every 365 days, and no attorneys' fees may be awarded 
under G.S. I 50B-33(b)(I I)." 

SECTION 2. Nothing in this act is intended to create a fiduciary relationship 
between the State Treasurer and any party who uses the list or any fiduciary duty on the part of 
the State Treasurer where one does not otherwise exist by law. 

SECTION 3. The State Treasurer shall submit to the Attorney General of the 
United States a written notice describing this act within 30 days after the effective date of this 
act. 

SECTION 4.(a) Pursuant to G.S. 147-69.3(g), the State Treasurer is authorized to 
retain the serv ices of consultants, professional individuals, analysts, data collection firms, or 
other persons possessing specialized ski lls or knowledge necessary for the proper 
implementation and administration of the requirements of this act. 

SECTION 4.(b) This section is effective when it becomes law. 
SECTION 5. Except as otherwise provided, this act becomes effective October I , 

2015 . 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

SENATE BILL 455 
Commerce Committee Substitute Adopted 4/15/15 

2 

Short Title: Iran Divestment Act. (Public) 

Sponsors: 

Referred to: 

March 26, 2015 

A BILL TO BE ENTITLED 
AN ACT TO ENACT THE IRAN DIVESTMENT ACT. 
The General Assembly of North Carolina enacts: 

SECTION 1. Chapter I 43C of the General Statutes is amended by adding a new 
Article to read: 

"Article 6A. 
"Iran Divestment Act. 

"§ 143C-6A-1. Article title. 
This Article may be cited as the "Iran Divestment Act of2015." 

"§ 143C-6A-2. Findings. 
The General Assembly finds that: 

ill Congress and the President have determined that the illicit nuclear activities 
of the Government of Iran, combined with its development of 
unconventional weapons and ballistic missiles and its support of 
international terrorism, represent a serious threat to the security of the United 
States, Israel, and other United States allies in Europe, the Middle East, and 
around the world. 

ill The International Atomic Energy Agency has repeatedly called attention to 
Iran's unlawful nuclear activities, and, as a result, the United Nations 
Security Council has adopted a range of sanctions designed to encourage the 
Government of Iran to cease those activities and comply with its obligations 
under the Treaty on the Non-Proliferation of Nuclear Weapons. 

ill On July I, 20 I 0, President Barack Obama signed into law H.R. 2194, the 
"Comprehensive Iran Sanctions, Accountability, and Divestment Act of 
20 IO" (Public Law 111-195), which expressly authorizes states and local 
governments to prevent investment in, including prohibiting entry into or 
renewing contracts with, companies operating in Iran's energy sector with 
investments that have the result of directly or indirectly supporting the 
efforts of the Government of Iran to achieve nuclear weapons capability. 

ill The serious and urgent nature of the threat from Iran demands that states, 
local governments, and private institutions work together with the federal 
government and American allies to do everything possible diplomatically, 
politically, and economically to prevent Iran from acquiring nuclear 
weapons capability . 

Ill II II II I 
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ill Respect for human rights in Iran has stead il y deteriorated as demonstrated 
by transparently fraudulent elections and the brutal repression and murder, 
arbitrary arrests, and show trials of peaceful dissidents. 

.(fil The concerns of the State regarding Iran are strictly the result of the actions 
of the Government of Iran and shou ld not be construed as enm ity towards 
the Iranian people. 

ill In order to effectively address the need for this State to respond to the 
policies of Iran in a uniform fashion, prohibiting contracts with persons 
engaged in investment activities in the energy sector of Iran must be 
accomplished on a statewide basis. 

.(fil It is the intent of the General Assembly to fully implement the authority 
granted under Section 202 of the Comprehensive Iran Sanctions, 
Accountability, and Divestment Act of 2010 (Public Law 111-195). 

"§ 143C-6A-3. Definitions. 
As used in this Article: 

Page 2 

ill "Energy sector of Iran" means act ivities to develop petroleum or natural gas 
resources or nuclear power in Iran. 

ill "Financial institution" means the term as used in Section 14 of the Iran 
Sanctions Act of 1996 (Public Law I 04-172; 50 U.S.C. 1701 § note). 

ill "Investment" means a commitment or contribution of funds or property, 
whatever the source, a loan or other extension of credit, and the entry into or 
renewal of a contract for goods or serv ices. It does not include indirect 
beneficial ownership through index funds, commingled funds, limited 
partnerships, derivative instruments, or the like. 

ill "Investment activities in Iran" means a person engages in investment 
activ ities in Iran if: 
a. The person provides goods or services of twenty million dollars 

($20,000,000) or more in the energy sector of Iran , including a 
person that provides oi l or liquefied natural gas tankers, or products 
used to construct or maintain pipelines used to transport oil or 
liquefied natural gas, for the energy sector of Iran; or 

b. The person is a financial institution that extends twenty million 
dollars ($20,000,000) or more in credit to another person, for 45 days 
or more, if that person will use the credit to provide goods or services 
in the energy sector in Iran and is identified on a list, created 
pursuant to G.S. I 43C-6A-6, as a person engaging in investment 
activities in Iran as described in this section. 

ill "Iran" includes the Government of Iran and any agency or instrumentality of 
Iran. 

.(fil "Person" means any of the following: 
a. A natural person, corporation, company, limited liability company, 

business association, partnership, soc iety, trust, or any other 
nongovernmental entity, organization, or group. 

b. Any governmental entity or instrumentality of a government, 
including a multilateral development institution, as defined in section 
170 I (c)(3) of the International Financial Institutions Act (22 U.S.C. § 
262r(c)(3)). 

C . Any successor, subunit, parent entity, or subsid iary of, or any entity 
under common ownership or control with any entity described m 
sub-subdivisions (a) and (b) of this subdivision. 
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ill "State agency" means any board, comm1ss1on, department, executive 
department, officer, institution, and any political subdivision of the State. 

"§ 143C-6A-4. Prohibitions on State investment. 
No more than 30 days after the effective date of this act, the State Treasurer shall adopt a 

policy prohibiting the North Carolina Retirement Systems or the Department of the State 
Treasurer from investing funds with a person engaging in investment activities in Iran. At a 
minimum the policy shall provide: 

ill List of persons engaged in investment. - Within 120 days of adoption of the 
policy, the State Treasurer shall develop and make publically available a list 
of persons it determines, using federal sanctions lists and any other credible 
information available to the public, a list of persons it determines engage in 
investment activities in Iran. The State Treasurer shall make every effort to 
avoid erroneously including a person on the list. The State Treasurer shall 
update the list every 180 days. Before finalizing an initial list or an updated 
list, the State Treasurer must do all of the following before a person is 
included on the list: 

ill 

ill 

ill 

S455 [Edition 2] 

Provide 90 days' written notice of the State Treasurer's intent to 
include the person on the list. The notice shall inform the person that 
inclusion on the list would make the person ineligible for State 
investment and may affect the person's ability to conduct other 
business with the State and its subdivisions. The notice shall specify 
that the person, if it ceases its engagement in investment activities in 
Iran, may be removed from the list. 
The State Treasurer shall provide a person with an opportunity to 
comment in writing that it is not engaged in investment activities in 
Iran. If the person demonstrates to the State Treasurer that the person 
is not engaged in investment activities in Iran, the person shall not be 
included on the list. 

Investments prohibited. - Neither the North Carolina Retirement Systems 
nor the State Treasurer may invest funds with a person that is identified on a 
list created pursuant to subdivision (I) of this section as a person engaging in 
investment activities in Iran. 
Existing investments. - Any existing investment with a person that is 
identified on a list created pursuant to subdivision (I) of this section as a 
person engaging in investment activities in Iran must be divested within 180 
days of the adoption of the policy. 
Fiduciary duties. - Nothing in the policy shall require the North Carolina 
Retirement Systems or the State Treasurer to take action unless it is 
determined by the State Treasurer, in good faith, that the action is consistent 
with the fiduciary responsibilities of the Retirement Systems and the State 
Treasurer. 
Exceptions. - Notwithstanding the policy, an investment may be made in a 
person engaged in investment activities in Iran, on a case-by-case basis, if: 
a. The investment activities in Iran were made before the effective date 

of this act, the investment activities in Iran have not been expanded 
or renewed after the effective date of this act, and the person has 
adopted, publicized, and is implementing a formal plan to cease the 
investment activities in Iran and to refrain from engaging in any new 
investments in Iran; or 

b.., The State Treasurer makes a good-faith determination that the 
investments are necessary to perform its functions. 
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I "§ 143C-6A-5. Certification required. 
2 ill A State agency shall require a person that attempts to contract with the State or 
3 political subdivision of the State, including a contract renewal or assumption, to certify, at the 
4 time the bid is submitted or the contract is entered into, renewed, or assigned, that the person or 
5 the assignee is not identified on a list created by the State Treasurer pursuant to 
6 G.S. I 43C-6A-4. A State agency shall include certification information in the procurement 
7 record. 
8 .(hl A person that contracts with the State or a political subdivision of the State, 
9 including a contract renewal or assumption, shall not utilize on the contract with the State 

IO agency any subcontractor that is identified on a list created pursuant to G.S. I 43C-6A-4. 
11 {s). Upon receiving information that a person who has made the certification required by 
12 subsection (a) of this section is in violation thereof, the State agency shall review the 
13 information and offer the person an opportunity to respond. If the person fails to demonstrate 
14 that it has ceased its engagement in the investment which is in violation of this act within 90 
15 days after the determination of the violation, then the State agency shall take action as may be 
16 appropriate and provided for by law, rule, or contract. 
17 "§ 143C-6A-6. Restrictions on contracts with the State or subdivisions of the State. 
18 ill A person that is identified on a list created by the State Treasurer pursuant to 
19· G.S. I 43C-6A-4 as a person engaging in investment activities in Iran is ineligible to contract 
20 with the State or any political subdivision of the State. 
21 .(hl Any contract entered into with a person that is ineligible to contract with the State or 
22 any political subdivision of the State is void ab initio. 
23 "§ 143C-6A-7. Exceptions. 
24 ill G.S. 143C-6A-6 does not apply to contracts valued at one thousand dollars ($1,000) 
25 
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or less. 
.(hl Notwithstanding G.S. I 43C-6A-6, a person engaged in investment activities in Iran 

may contract with the State or a political subdivision of the State, on a case-by-case basis, if: 
ill The investment activities in Iran were made before the effective date of this 

act, the investment activities in Iran have not been expanded or renewed 
after the effective date of this act, and the person has adopted, publicized, 
and is implementing a formal plan to cease the investment activities in Iran 
and to refrain from engaging in any new investments in Iran; or 

ill The State agency makes a good-faith determination that the commodities or 
services are necessary to perform its functions and that, absent such an 
exemption, the State agency would be unable to obtain the commodities or 
services for which the contract is offered. The determination shall be entered 
into the procurement record. 

"§ 143C-6A-8. Report; application. 
ill The State Treasurer shall report to the Joint Legislative Commission on 

Governmental Operations and the Governor annually by October I on the status of the federal 
"Comprehensive Iran Sanctions, Accountability, and Divestment Act of 20 I 0" (Public Law 
111-195), the "Iran Divestment Act of 2015," and any rules or regulations adopted thereunder. 

.(hl The restrictions provided for in this Article apply only until: 

Page 4 

ill The President or Congress of the United States, by means including, but not 
limited to, legislation, executive order, or written certification, declares that 
divestment of the type provided for in this Article interferes with the conduct 
of United States foreign policy; or 

ill Congress revokes authority to divest in the manner provided for in this 
Article." 
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I SECTION 2. Nothing in thi s act is intended to create a fiduciary relationship 

• 2 between the State Treasurer and any party who uses the list or any fiduciary duty on the part of 
3 the State Treasurer where one does not otherwise exist by law. 
4 SECTION 3. The State Treasurer shall submit to the Attorney General of the 
5 United States a written notice describing thi s act within 30 days after the effective date of this 
6 act. 
7 SECTION 4. This act becomes effective October I, 2015 . 

• 
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SENATE BILL 455: 
Iran Divestment Act 

2015-2016 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Sen. Gunn 
PCS to Second Edition 
S455-CSR0-17 

Date: June 15, 2015 
Prepared by: Karen Cochrane-Brown 

Committee Counsel 

SUMMARY: The Proposed House Committee Substitute for Senate Bill 455 would prohibit certain 
investments and contracts with persons determined to be engaging in investment activities in Iran. 
The Department of State Treasurer is directed to adopt a policy on divestment consistent with its 
current policy. 

CURRENT LAW: The federal Comprehensive Iran Sanctions, Accountability, and Divestment Act of 
20 IO expressly authorizes states and local governments to prevent investment in companies operating in 
Iran's energy sector with investments that have the result of supporting the efforts of the government of 
Iran to achieve nuclear weapons capability. The North Carolina Department of the State Treasurer 
currently has an Iran Divestment Policy consistent with this act. 

BILL ANALYSIS: 

Section 1 of Senate Bill 455 would create a new article under Chapter I 43C of the General Statutes 
entitled the Iran Divestment Act of 2015. The section states the intent of the General Assembly to 
implement the authority granted under Section 202 of the federal Comprehensive Iran Sanctions, 
Accountability, and Divestment Act of 20 IO by prohibiting certain investments and contracts with 
persons engaged in investment activities in the energy sector of Iran on a statewide basis. 

The bill directs the State Treasurer to adopt a policy to identify persons engaged in investment activities 
in Iran, to prohibit investment of State funds with those persons, and prohibits persons on the list from 
contracting with the State. 

List of persons: The State Treasurer would be required to create a list of persons engaging in investment 
activities in the energy sector of Iran. Investment activities in the energy sector of Iran are defined as 
activities to develop petroleum, natural gas resources, or nuclear power by: a person providing goods or 
services of 20 million dollars within a 12 month period to the energy sector of Iran ; or a person that 
extends 20 million dollars or more in credit that will be used to provide goods or services in the energy 
sector of Iran. 

The State Treasurer would create the list within 120 days of adoption of the policy and update it every 
180 days. The State Treasurer would provide 90 days' written notice to inform any person of the intent 
of the State Treasurer to include that person on the li st and provide that person with the opportunity to 
deny in writing its engagement in investment activities in the energy sector of Iran. 

Prohibited Investments: The bill would prohibit the North Carolina Retirement System or the 
Department of the State Treasurer from investing funds with a person identified on the list created by the 
State Treasurer. It would also require that any existing investment with a person on the list be divested 
within 180 days of the adoption of the policy . 

0. Walker Reagan 
Director I 111111 I I II I I 11 I 
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The bill clarifies that nothing in the divestment policy will require the North Carolina Retirement 
System or the State Treasurer to take action unless the State Treasurer determines in good faith that the 
action is consistent with the fiduciary duties of those agencies. 

An investment may be made in a person identified on the list if: 

• The person is eligible to contract with the State under the "substantial positive action exception"; 
or 

• The State Treasurer makes a good faith determination that the investments are necessary to 
perform its functions. 

Prohibited Contracts: The bill would make any person on the list created by the State Treasurer 
ineligible to contract with the State. It would require a person that contracts w ith the State to certify that 
the person is not identified on the list created by the State Treasurer. The State agency would be required 
to maintain a record of the certification. 

Exceptions : The prohibition would not apply to contracts valued at $1 ,000 or less. 

The State may contract with a person engaged in substantial positive action which is act ion taken by the 
person to demonstrate that the person has not expanded or renewed the investment activities taken 
before the effective date of this act and has adopted a formal plan to cease the investment and to refrain 
from engaging in new investments in Iran. 

The State may also contract with a person if the State agency makes a good faith determination that the 
commodities or services provided by the contract are necessary to perform its functions and the agency 
would otherwise be unable to obtain the commodities or serv ices . 

Reporting and Application: The State Treasurer would report to Joint Legislative Commission on 
Governmental Operations and the Governor annually on the status of the federal law and the 
implementation of the act. 

The restrictions in this act would apply only until: (I) the President or Congress declares that divestment 
of this type interferes with the conduct of United States foreign policy; or (2) Congress revokes authority 
to divest in the manner provided for in the act. 

No Private Right of Action : The new Article does not create a private right of action to enforce its 
provisions. A person may challenge being included on the list by commencing a contested case. 

Section 2 would clarify that nothing in this act is intended to create a fiduciary relationship between the 
State Treasurer and anyone who uses the list or any fiduciary duty on the part of the State Treasurer 
where one does not otherwise exist by law. 

Section 3 would require the State Treasurer to report a description of this act to the Attorney General of 
the United States within 30 days, as required by federal law. 

Section 4 would authorize the State Treasurer to retain consultants and professional to assist with the 
implementation of the act. This section would become effective when the act becomes law. 

EFFECTIVE DATE: This act becomes effective October I, 2015. 

• Layla Cummings, counsel to Senate Commerce, substantially contributed to this summary. 
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House Committee on Pensions and Retirement 
Wednesday, May 18, 2016 at 10:00 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on May 18, 2016 in Room 
415 of the Legislative Office Building. Representatives L. Bell, Bishop, Elmore, Gill, Holley, 
Hurley, Langdon, McNeill, Michaux, Ross, and Waddell attended. 

Representative Stephen M. Ross, Chair, presided. 

The following bills were considered: 

HB 1030 2016 Appropriations Act. (Representatives Dollar, L. Johnson, Lambeth, 
McGrady) 
Representative Dollar presented the 2016 Appropriations Act. Representative Michaux asked a 
question and Representative Langdon made a comment. Representative Michaux motioned for a 
favorable report, Representative Elmore seconded the motion. 

The meeting adjourned at 10:11am. 

~i 
Presiding 
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House Committee on Pensions and Retirement 
Wednesday, May 18, 2016, 10:00 AM 

415 Legislative Office Building 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. SHORT TITLE 
HB 1030 2016 Appropriations Act. 

Presentations 

Other Business 

Adjournment 

AGENDA 

SPONSOR 
Representative Dollar 
Representative L. Johnson 
Representative Lambeth 
Representative McGrady 
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FAVORABLE 

HB 1030 (CS#2) 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 
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General Assembly Of North Carolina Session 2015 

( 11 c) "Law-Enfo rcement Offi cer" means a full-tim e pa id employee of an empl oyer 
wh o is active ly servin g in a pos iti on w ith ass igned primary duti es and 
respons ibiliti es fo r preventi on and detec ti on of cri me o r the genera l 
enforcement of th e c rimin a l laws of the State of North Caro lina or serving c iv il 
processes , and w ho possesses the power of arrest by v irtue of an oath 
admini ste red und er the auth ority of th e State. "Law-Enfo rcement Office r" a lso 
means a probati on/ paro le offi cer as defin ed in thi s section w ith respect to any 
service rendered on or afte r Jul y I, 20 16. 

_(J]_fil "Pro bati on/Paro le Office r" means a full-tim e pa id empl oyee of the Di v is ion of 
Ad ult Correcti on of the Departm ent of Publi c Safety w hose dut ies inc lude 
supervising, eva luatin g, or otherw ise instru ctin g adult offenders who have been 
placed on probatio n, paro le. post-re lease supervis ion, or have been ass igned to 
any o the r community-based program operated by the Di vision of Adult 
Correction. 

" 
SECTION 36.22.(b) G.S. 143-1 66 .41(b) reads as rewritten: 

"(b) As used in this section, "creditable service" means the serv ice fo r which credit is 
a ll owed under the retirement system of which the officer is a member, prov ided th at at least fi fty 
percent (50%) of the service is as a law enfo rcement offi cer as here in defined.d efin ed or as a 
probati on/paro le office r as defin ed in G.S. 135-1 (1 7a)." 

SECTION 36.22.(c) T hi s section becomes effecti ve Jul y I, 201 6, and applies to 
pe rsons retirin g on or after that date. 

25 QUALIFIED EXCESS BENEFIT ARRANGEMENT 
26 SECTION 36.23.(a) G.S. 135-151 U) reads as rewritten: 
27 "U) Sunset of E li g ibility to Parti c ipate in the QEBA. - No member of the Teachers' and 
28 State Employees' Retirement System retiring on or after Au gust I , 201 6, who became a member of 
29 the Retirement System on or afte r January I , 201 5, sha ll be e li g ibl e to partic ipate in the QEBA, 
30 and the Retirement System sha ll not pay any new retiree mem ber more retirement benefits than 
3 1 a ll owed under the limitations of section 41 5(b) of the Interna l Revenue Code. " 
32 SECTION 36.23.(b) G.S. 128-38. 1 O(k) reads as rewritten: 
33 "(k) Sun set of Eli gibility to Participate in the QEBA. - No member of th e N orth Caro lina 
34 Loca l Governm enta l Empl oyees' Retirement System retiring on or after August 1, 201 6,who 
35 became a member of th e Retirement System on or afte r January I , 201 5, sha ll be e li gible to 
36 pa rtic ipate in the QEBA, and the Retirement System sha ll no t pay any new retiree member more 
37 retirement benefits than a llowed under the limitatio ns of sec ti on 41 5(b) of the Interna l Revenue 
38 Code. " 
39 
40 STATE HEALTH PLAN COST CONTROLLING MEASURES 
4 1 SECTION 36.24.(a) T he General Assem bly fin ds th at the State T reas urer and the 
42 Board of Tru stees of the State Hea lth Plan fo r Teac hers and State Empl oyees (Board of T rustees) 
43 have adopted sufficient measures fo r th e 20 I 7 ca lendar year to limit proj ected employer 
44 contributi on increases. The State Treasurer and the Boa1·d of Tru stees sha ll adopt additiona l 
45 measures appli cable to the 2018 and 201 9 ca lendar years to I im it proj ected employer contributi on 
46 inc reases du ring the 2017-201 9 fi sca l biennium . 
47 SECTION 36.24.(b) Sect ion 30.26 of S.L. 201 5-24 1 is repea led . 
48 
49 DISTRIBUTION OF COMPENSATION INCREASE RESERVE 
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General Assembly Of North Carolina Session 2015 

I "SECTION 30.20.(c) Effect ive July I, 20 I 5, the max imum annual employer contribu tions, 
2 payab le monthl y, by the State for each covered employee or retiree fo r the 20I 5-20 16 fi sca l yea r 
3 to th e State Hea lth Plan for Teachers and State Employees are (i) Medicare-elig ible empl oyees and • 4 reti rees - fo ur th ousand two hundred fifty-one doll ars ($4,25 I ) and (ii ) non-Med ica re-e li gible 
5 employees and reti rees - fi ve th ousand fo ur hundred seventy-one dollars ($5 ,47 1). 
6 "SECTION 30.20.(cJ) Effecti ve July I , 201 6, the maximum annual employer contribu tions, 
7 payab le monthl y, by the State fo r each covered employee or retiree fo r the 20 16-20 17 fisca l year 
8 to the State Hea lth Plan fo r Teachers and State Employees are (i) Medicare-e li gible employees and 
9 ret irees - fo ur thousand three hundred ninety-seven doll ars ($4,397) and (i i) non-Med icare-e li gible 

IO employees and retirees - five th ousand six hundred fifty-nine dollars ($5,659)." 
11 
12 PROVIDE COST-OF-LIVING INCREASES FOR RETIREES OF THE TEACHERS' AND 
13 STATE EMPLOYEES' RETIREMENT SYSTEM, THE JUDICIAL RETIREM ENT 
14 SYSTEM, AND THE LEGISLATIVE RETIREMENT SYSTEM 
I 5 SECTION 36.21.(a) G.S. 135-5 is amended by adding a new subsection to read: 
16 ".l\:!!!..l:!.} From and after Jul y I, 20 16, the retirement a ll owance to or on accoun t of benefi ciar ies 
17 whose retirement commenced on or before Jul y I, 20 I 5, shall be increased by one and six-tenth s 
18 percent ( 1.6%) of th e a ll owance payable on June I, 201 6, in accordance with G.S. 135-S(o). 
19 Furthermore, from and after Jul y 1, 201 6, the retirement all owance to or on acco unt of 
20 benefi ciari es whose retirement commenced after Jul y I , 2015, but before June 30, 201 6. sha ll be 
2 1 increased by a prorated amount of one and six-tenths percent (1 .6%) of the allowance payable as 
22 determined by the Board of Tru stees based upon the number of months that a ret irement allowance 
23 was paid between July I, 20 I 5. and June 30, 201 6. " 
24 SECTION 36.21.(b) G.S. 135-65 is amended by adding a new subsect ion to read: 
25 "_(fl)_ From and after Jul y I , 20 16, the retirement allowance to or on accou nt of beneficiaries 
26 whose retirement commenced on or before Jul y 1, 2015, shall be increased by one and six-tenths 
27 percent ( I .6%) of the allowance payable on June I, 201 6. Furthermore, from and after Jul y I , 
28 20 16. the retirement all owance to or on account of benefi ciaries whose retirement commenced 
29 after Jul y I, 20 I 5, but before June 30, 201 6, shall be increased by a prorated amount of one and 
30 six-tenths percent ( 1.6%) of the allowance payable as determined by the Board of Tru stees based 
3 1 upon the num ber of months th at a retirement all owance was paid between Jul y I . 20 I 5. and June 
32 30. 20 16." 
33 SECTION 36.21.(c) G.S. I 20-4.22A is amended by adding a new subsection to read: 
34 "W In accordance with subsection (a) of thi s section, fro m and after Jul y I , 20 16, the 
35 retirement a ll owance to or on account of benefic iaries whose retirement commenced on or before 
36 Jan uary I, 201 6, shall be increased by one and six-tenths percent ( 1.6%) of the a ll owance payable 
37 on June I. 201 6. Furtherm ore. from and after July I, 201 6, the retirement a ll owance to or on 
38 account of benefi ciari es whose retirement comm enced after January I , 20 16. but before June 30. 
39 201 6. shall be increased by a prorated amount of one and six-tenths percent ( 1.6%) of the 
40 all owance payable as determined by th e Board of Trustees based upon the number of months that 
41 a ret irement allowance was pa id between January l, 20 16, and June 30, 20 16." 
42 
43 ENHANCE THE BENEFITS OF PROBATION/PAROLE OFFICERS WHO ARE 
44 MEMBERS OF TH E TEACHERS' AND STATE EMPLOYEES' RETIREMENT 
45 SYSTEM 
46 SECTION 36.22.(a) G.S. 135-1 reads as rewritten: 
4 7 "§ 135-1. Definitions. 
48 The fo ll owing wo rd s and ph rases as used in thi s Chapter, unl ess a di ffe rent meaning is plainl y • 
49 required by the context, shall have the fo ll owing meanings: 
so 
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Proposed Committee Substitute to House Bill l 030 
(Hl 030-PCS30500-LUx-5) , 

2016 Appropriations Act 

Representatives Dollar, L. Johnson, Lambeth, and McGrady 

FUNDS AFFECTED: State General Fund, State Highway Fund , other State employer receipts; 
local government funds 

SYSTEM OR PROGRAM AFFECTED: Teachers ' and State Employees ' Retirement 
System (TSERS), Consolidated Judicial Retirement System (CJRS), Legislative Retirement 
System (LRS), Local Governmental Employees ' Retirement System (LGERS), Separate 
Insurance Benefit Plan (SJBP), 

BILL SUMMARY: 

Section 36.21 : Grants cost-of-living adjustments (COLAs) of one and six-tenths percent (1 .6%), 
effective July 1, 2016, for retirees in the TSERS, CJRS, and LRS . 

Section 36.22: Defines a probation/parole officer for retirement benefit purposes and changes the 
definition of law-enforcement officer in G.S . I 35- I ( I I c) to include probation/parole officers with 
respect to service rendered on or after July I, 2016. Changing the definition of law-enforcement 
officer has the following impacts in other areas of the General Statutes: 

• G .S. I 35-5(b 19) says "A member who is a law enforcement officer" will be eligible for 
unreduced retirement at age 55 with 5 years of service as a law-enforcement officer or 
reduced retirement at age 50 with 15 years of service as a law-enforcement officer. 
Because G.S. 135-5 is in the same chapter as G.S. 135-l(l lc), changing the definition of 
law-enforcement officer extends those retirement age provisions to probation/parole 
officers. 

• G .S. 143-166.41 (a) says that the separation allowance is available to "every sworn law­
enforcement officer as defined by G.S. 135-1 (11 c) ... ". By chang ing the definition in G.S. 
135-1 ( 11 c) , this section causes probation/parole officers to start earning service toward the 
separation allowance. While only service on or after July I, 20 I 6 counts toward the 
requirement to have 5 years of law enforcement service immediately prior to retirement, 
probation/parole officer service prior to July I, 2016 will count toward the requirement that 
half of an employee's career be as a law enforcement officer. 

• G.S. 143-I 66.60 says that the SIBP is established for "all law enforcement officers, as 
defined in G.S . 135-l(l lc) ... " By changing the definition in G.S. 135-1(1 lc), the bill 
makes probation/parole officers eligible for the SJBP . 
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The bill does not change the definition of law enforcement officer in G .S. 143-166.30(a)(4). That 
is the definition that applies to the NC 401(k) Plan. Thus, the bill does not extend the law­
enforcement 40 I (k) benefits to probation/parole officers. 

Because the bill only changes the definition of law-enforcement officer with respect to service 
rendered on or after July I , 2016, most probation/parole officers would have to work for at least 
five more years to be eligible to retire at a different age or receive the separation allowance. 

Section 36.23 : Amends G.S. 135-151 U) and G.S. 128-38.1 O(k) to extend eligibility for benefits 
under the Qualified Excess Benefits Arrangement (QEBA) to everyone who became a member of 
TSERS or LGERS prior to 2015. The QEBA provides benefits in excess of the limits in Section 
415 of the Internal Revenue Code. Under current law, only those members retiring prior to August 
2016 are eligible. 

No other sections of the proposed legislation modify retirement benefits or statutes. 

EFFECTIVE DATE: All of these sections are effective July 1, 2016 

ESTIMATED IMPACT ON STATE: 

Section 36.21 

• 

Buck Consultants, the actuary for the TSERS, CJRS, and LRS, estimates that the provisions of this • 
bill will have an annual cost in FY 2016-17 and subsequent years as follows : 

TSERS CJRS LRS 
Percent of Payroll 0.68% 1.19% 1.38% 
General Fund $ 67,082,000 $833,000 $49,956 
Highway Fund $2,060,400 $0 $0 
Receipt Funds $ 30,301,541 $0 $0 
Total Annual Cost $ 99,443 ,941 $ 833,000 $49,956 

Buck Consultants estimates that this Section wi ll increase the unfunded liability of TSERS by 
roughly $667 million. The TSERS liability was 96% funded at the end of 2014. The additional 
unfunded liability is projected to be paid off over 12 years by the increased contributions shown 
above. 

Hartman & Associates, the actuary for the General Assembly, estimates that the provisions of this 
bill will have an annual cost in FY 2016-17 and subsequent years as follows: 

TSERS CJRS X" LRS 
Percent of Payroll 0.66% 1.17% 1.33% 
General Fund $ 65 , I 09,000 $819,000 $48,146 
Highway Fund $1,999,800 $0 $0 
Receipt Funds $ 29.410,319 $0 $0 
Total Annual Cost $96,519, 119 $ 819,000 $48,146 
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None of the systems have ga ins available to cover a po rtion of the cost of the COLA. 

Section 36.22 

Buck Consultants, the actuary for the Retirement System, estimates that the change to the TSERS 
retirement ages will result in an increase in the annual required contribution of 0.02% of payroll , or 
$2.0 million from the General Fund. Buck estim ates an increase in the SIBP liability of $0.2 
million, which would not e liminate the surplu s in the SIBP. Buck a lso estimated negligible 
decreases in the contributions and/or liability for the Disability Income Plan and Death Benefit 
Plan due to the expected change in retirement pattern s. 

Hartman & Associates, the actuary for th e General Assembly, estimates that the change to the 
TSERS retirement ages will result in an increase in the actuarially determined contribution of 
2.41 % of the probation/parole officer payro ll , or roughly $1.7 million. Hartman & Associates 
estimates an increase in the SIBP liability of under $0.2 million, which would not eliminate the 
surplus in the SIBP. 

The actuaries estimated the following cash fl ow impact due to the additional separation 
allowances: 

Year Buck Consultants Hartman & Associates 
FY 2016-17 $0 $0 
FY 2017-18 $0 $0 
FY 2018-19 $0 $0 
FY 2019-20 $0 $0 
FY 2020-21 $0 $0 
FY 2021-22 $143,000 $153,780 
FY 2022-23 $423,000 $422,569 
FY 2023-24 $741,000 $746,870 
FY 2024-25 $1,097,000 $1 ,083,946 
FY 2025-26 $1,506,000 $1 ,420,648 

Both actuaries used data provided by the Department of Public Safety showing 1,812 active 
probation/parole officers with a total annual payroll of$71 milli on as of May 2016. 

Section 36.23 

Buck Consultants, the actuary for the Retirement System , estimates that the change to QEBA 
eligibility will increase benefit payments by $600,000 or less in each of the next IO years, which is 
less than 0.0 I% of the projected active member payro ll in each of those years. 

Hartman & Associates, the actuary fo r the General Assembly, estim ates that the change to QEBA 
eligibility will have no impact on the employer contributi on rates to TSERS and LGERS . 
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Appropriations 

The proposed leg islati on appro priates funds and sets contribution rates sufficient to cover the 
increased cost of these three secti ons and contribute the amount recommended by the actuary to 
properly fund ex isting benefits . 

ASSUMPTIONS AND METHODOLOGY: 

The cost estimates of the System's Actuary a re based on the employee data, actuarial 
assumptions and actuarial methods used to prepare the December 31, 2014 actuarial valuations. 
Significant membership and financial stati st ics, assumptions, and methods are shown in the 
fo llowing tables: 

Membership Statistics (as of 12/31/2014 unless otherwise noted, M =rnilllori'sf 

TSERS LGERS CJRS LRS 

Active Members 

Count 307,313 123,184 566 170 

General Fund $9,865M $70M $4M 

Compensation 

Valuation $13,737M $5,652M $71M $4M 

Compensation 

(Total) 

Average Age 45 44 55 58 

Average Service 10.7 10.3 13.0 6.4 

Inactive Members 

Count 134,871 55,298 50 92 

Retired Members 

Count 194,607 60,408 610 300 

Annual Benefits $4,058M $1,109M $37M $2M 

Average Age 70 68 72 77 

New Retirees During 11,400 4,100 50 10 

2015 

Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions) a 

TSERS LGERS CJRS LRS 

Accrued Liability (AL) $67,715M Not $567M $24M 
meaningful 

Actuarial Value of Assets $64,734M $22,682M $534M $29M 

(AVA) 

Market Value of Assets $64,587M $22,745M $534M $29M 

(MVA) 

Unfunded Accrued $2,981M Not $33M $(5)M 

Liability (AL - AVA) meaningful 

Funded Status (AVA/ AL) 96% Not 94% 121% 
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meaningful 

Actuarially Determined 9.48% (new 7.25% 28.53% 17.05% 

Contribution (ADC) for FY assumptions) (non-LEO) 
2016-17 (as % of pay) 

Assumed Rate of 7.25% 7.25% 7.25% 7.25% 

Investment Return 

Salary Increase 3.50%- 3.50% - 3.50%- 5.50% 

Assumption (includes 6.86% 6.71% 5.50% 

3.50% inflation and 
productivity) 

Cost Method Entry Age Frozen Entry Age Entry Age 

Normal Entry Age Normal Normal 

Amortization 12 year, Not 12 year, 12 year, 
closed, flat $ applicable closed, flat closed, flat $ 

$ 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 

projection of future mortality improvement with scale MP-2015 

Benefit Provisions 

TSERS LGERS CJRS LRS 

Formula 1.82% x Service 1.85% X 3.02% to 4.02% 

x 4 Year Avg Pay Service 4.02% x Service 

x 4 Year Avg x Service x Highest 

Pay x Final Pay Pay 

Unreduced Any/30; 60/25; Any/30; 50/24; 65/5 65/5 
retirement 65 (55 for 60/25; 
age/service LE0)/5 65 (55 for 

LE0)/5 

Employee 6% 6% 6% 7% 
contribution (as % 
of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DAT A: 

Buck Consultants, " Cost of Living Adjustments for State, Local, Judicial and Legislative 
Retirement Systems", May 16, 20 16, original of wh ich is on file in the General Assembly's Fiscal 
Research Division. 

Hartman & Associates, LLC, " I% COLA for Retirees in the TSERS, LGERS, CJRS, and LRS 
Systems" , May 16, 20 16, original of which is on file in the General Assembly ' s Fiscal Research 
Division. 
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Buck Consultants, " Probation/ Parole Officers Retirement - Special Provi s ion 20 I 6-RET-H I", 
May I 6, 20 I 6, original of which is on file in the General Assembly 's Fiscal Research Division . 

Hartman & Associates, LLC, " Special Provision 20 I 6-RET-H 1: Enhance the Benefits of 
Probation/Parole Officers Who Are Members of the TSERS", May 16, 2016, original of which is 
on file in the General Assembly ' s Fiscal Research Division. 

Buck Consultants, "Qualified Excess Benefit Arrangement Sunset Modification", July 13, 2015 , 
original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & Associates, LLC, "Special Provision: Qualified Excess Benefit Arrangement Sunset 
Modification for Members of the TSERS and LGERS" , July 13, 2015 , original of which is on file 
in the General Assembly ' s Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-1 I 4 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 

fr-if-
Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 17, 2016 

David Vanderweide 
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HOUSE PAGES 
(Pensions & Retirement) 

Week of May 16-19, 2016 

Name: County: Sponsor: 

BRYAN COOPER PITT REP. GREGORY MURPHY 

HAILEY HUGHES CRAVEN SPEAKER TIM MOORE 

JONA THON JOHNSON CRAVEN REP. MICHAEL SPECIALE 
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House Committee on Pensions and Retirement 
Tuesday, May 24, 2016 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met on Tuesday, May 24, 2016 at 10:00 am 
in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. 
Bell, Bishop, Elmore, Gill, Holley, Hurley, Lambeth, Langdon, and Waddell attended. 

Representative Allen McNeill presided and called the meeting to order at 10:02. He introduced 
the Sergeant at Arms staff. There were no pages present. 

The first bill heard was HB 1027-Study Unfunded Liability/Retiree Health Fund. Chairman 
McNeill called on Representative Craig Hom to explain the bill. There was a short discussion 
from Representative Michaux and Representative Lambeth commented the bill was long 
overdue. Representative Michaux motioned for a favorable report. The motion passed. 

Chairman McNeill recognized Representative R. Turner to explain HB 960-Retirment 
Creditable Service Charter Schools. This bill would modify the provisions for a member of 
TSERS to purchase credit for service in a charter school. There was some discussion on the bill 
and staff Tawanda Foster helped to answer questions. Representative Bishop then motioned for 
a favorable report. The motion passed . 

Representative Conrad was recognized by Chairman McNeill to explain HB 964-Commission 
Membership Winston- Salem Retirement Fund. She explained that this was a local bill. 
There was no discussion and Representative L. Bell motioned for a favorable report. The motion 
passed. 

Chairman McNeill said that the amendment for HB 1011-Retirement Technical Corrections 
Act of 2016.-AB would be taken up before explanation of the bill. Representative Ross 
explained what the amendment was changing. There were no questions from the committee. 
The amendment passed as favorable. 

Representative Ross then explained the bill. There was some discussion. Theresa Matula, staff, 
answered questions from Representative Michaux and Representative Hurley. Representative 
Waddell motioned for the amendment to be rolled into a PCS and the PCS be given a favorable 
report. The motion passed. 

There being no further business, Chairman McNeill adjourned the meeting at 10:28am. 

Respectfully submitted, 

~mfn~ Laura Sullivan, Committee Clerk 
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ATTENDANCE 
2016 House Committee on Pensions and Retirement • 

(Name of Committee) 

DATES '-0 '-0 - -I I 

00 '<:t" - N 
I I 

'<:t" lr) 

0 0 

Rep. McNeill X X 

Rep. Ross X X 

Rep. Michaux X X 

Rep. L. Bell X X 

Rep. Bishop X X 

Rep. Blust A A 

Rep. Elmore X X 

Rep. Gill X X 

Rep. Holley X X • Rep. Hurley X X 

Rep. Lambeth A X 

Rep.Langdon X X 

Rep. Waddell X X 

Staff 

Clerk: Laura Sullivan X X 

Clerk: Laura Spratley X X 

Tawanda Foster X X 

Lanier McRee A A 

Theresa Matula X X 

David Vanderweide X X 
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NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

You are hereby notified that the House Committee on Pensions and Retirement will meet as follows : 

DAY & DATE: Tuesday, May 24, 2016 
10:00 AM TIME: 

LOCATION: 415 LOB 
COMMENTS: Rep. McNeill will chair. 

The following bills will be considered: 

BILL NO. 
HB 960 

HB 964 

HB 1011 

HB 1027 

SHORT TITLE 
Retirement Creditable Service Charter 
Schools. 
Commission Membership Winston­
Salem Ret. Fund . 

Retirement Technical Corrections Act 
of 2016.-AB 

Study Unfunded Liability/Retiree 
Health Fund. 

SPONSOR 
Representative R. Turner 

Representative Conrad 
Representative Hanes 
Representative Lambeth 
Representative Terry 
Representative Ross 
Representative McNeill 
Representative Hardister 
Representative Hom 

Respectfully, 

Representative Allen McNeill, Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 11: 13 AM on 
Thursday, May 19, 2016. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Sullivan (Committee Assistant) 
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House Committee on Pensions and Retirement 
Tuesday, May 24, 2016, 10:00am 

415 LOB 

AGENDA 

Welcome and Opening Remarks 
Representative Allen McNeill, Chair 

Introduction of Pages and Sergeant-At-Arms 

Bills: 

BILL NO. 
HB960 

HB 964 

HB 1011 

HB 1027 

Adjournment 

SHORT TITLE 
Retirement Creditable Service Charter 
Schools 
Commission Membership Winston­
Salem Ret. Fund 

Retirement Technical Corrections· Act 
of2016.-AB 

Study Unfunded Liability/Retiree 
Health Fund 

SPONSOR 
Representative R. Turner 

Representative Conrad 
Representative Hanes 
Representative Lambeth 
Representative Terry 
Representative Ross 
Representative McNeill 
Representative Hardister 
Representative Horn 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 1027* 
1 

Short Title: Study Unfunded Liability/Retiree Health Fund. (Public) 

Sponsors: Representative Horn. 
For a complete list of sponsors, refer to the North Carolina General Assembly web site. 

Referred to: Pensions and Retirement 

May 4, 2016 

A BILL TO BE ENTITLED 
AN ACT TO ESTABLISH A JOINT COMMITTEE TO STUDY THE UNFUNDED LIABILITY 

OF THE RETIREE HEALTH BENEFIT FUND, AS RECOMMENDED BY THE JOINT 
LEGISLATIVE PROGRAM EVALUATION OVERSIGHT COMMITTEE. 

The General Assembly of North Carolina enacts: 
SECTION 1.(a) There is established the Joint Legislative Committee on the 

Unfunded Liability of the Retiree Health Benefit Fund. The Committee shall consist of 13 
members as follows: 

(1) Five members of the Senate appointed upon the recommendation of the 
President Pro Tempore of the Senate, with one of those members serving as a 
cochair . 

(2) Five members of the House of Representatives appointed upon the 
recommendation of the Speaker of the House of Representatives, with one of 
those members serving as a cochair. 

(3) The State Treasurer, or the State Treasurer's desigriee, serving ex officio as a 
nonvoting member. 

( 4) The Executive Administrator of the State Health Plan, serving ex officio as a 
nonvoting member. 

(5) A representative of the Board of Trustees of the State Health Plan for Teachers 
and State Employees selected by the Board, serving ex officio as a nonvoting 
member. 

Vacancies on the Committee shall be filled by the same appointing authority making 
the initial appointment. 

The Committee, while in the discharge of its official duties, may exercise all powers 
provided for under G.S. 120-19 and G.S. 120-19.1 through G.S. 120-19.4. The Committee may 
meet at any time upon the joint call of the cochairs. The Committee may meet in the Legislative 
Building or the Legislative Office Building. The Committee may contract for professional, 
clerical, or consultant services as provided by G.S. 120-32.02. 

The Legislative Services Commission, through the Legislative Services Officer, shall 
assign professional staff to assist the Committee in its work. The House of Representatives and the 
Senate's Directors of Legislative Assistants shall assign clerical staff to the Committee and the 
expenses relating to the clerical employees shall be borne by the Committee. Members of the 
Committee shall receive subsistence and travel expenses at the rates set forth in G.S. 120-3.1 , 
138-5, or 138-6, as appropriate. 

11111 1111111 II II 111111 
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General Assembly Of North Carolina Session 2015 

SECTION 1.(b) The Joint Legislative Committee on the Unfunded Liability of the 
Retiree Health Benefit Fund shall examine the following options for reducing the unfunded 
liability of the Fund: 

(1) Increasing the assets in the Retiree Health Benefit Fund through appropriation 
by the General Assembly. 

(2) Increasing the costs of retiree benefits borne by the federal goverrunent, by 
means such as the automatic enrollment of Medicare-eligible retirees in 
Medicare Advantage or the offering of financial incentives to early retirees to 
obtain insurance through the health insurance exchange created under the 
Affordable Care Act. 

(3) Reducing the State's future liability by transitioning the State's retiree health 
benefit from a defined benefit approach to a defined contribution model. 

( 4) Reducing the number of persons eligible for retiree benefits by increasing the 
service time requirements for the benefit or by eliminating the benefit for 
certain groups. 

(5) Requiring employees to contribute to the Retiree Health Benefit Fund, as they 
do to the Teachers' and State Employees' Retirement System. 

( 6) Increasing the amount that retirees pay for their health benefits by means such 
as increasing premiums or out-of-pocket costs. 

(7) Any other proposals for reducing the unfunded liability of the Fund identified 
by the Committee. 

SECTION 1.(c) The Joint Legislative Committee on the Unfunded Liability of the 
Retiree Health Benefit Fund shall issue a final report of its findings and recommendations, 
including any legislation necessary to implement those recommendations, to the 2017 Regular 
Session of the General Assembly upon its convening. The Committee shall terminate upon filing 
its final report or upon the convening of the 2017 General Assembly, whichever is earlier. 

SECTION 2. This act is effective when it becomes law . 

Page 2 House Bill 1 Q27*-First Edition 



• 

• 

• 



• 

• 

HOUSE BILL 1027: 
Study Unfunded Liability/Retiree Health Fund. 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Rep. Hom 
Analysis of: First Edition 

Date: May 24, 2016 
Prepared by: Tawanda N Foster 

Committee Co-Counsel 

SUMMARY: House Bill 1027 would establish a Joint Committee to Study the Unfunded Liability of 
the Retiree Health Benefit Fund. 

[As introduced, this bill was identical to S808, as introduced by Sens. Hartsell, Foushee, Krawiec, 
which is currently in Senate Rules and Operations of the Senate.] 

BILL ANALYSIS: The bill establishes a Joint Committee to Study the Unfunded Liability of the 
Retiree Health Benefit Fund, as recommended by the Joint Legislative Program Evaluation Oversight 
Committee. The Committee will consist of 13 members and vacancies will be filled by the same 
appointing authority making the initial appointment. The Committee will examine the following options 
for reducing the unfunded liability of the Fund. 

(1) Increasing the assets in the Fund through appropriation by the General Assembly. 

(2) Increasing the costs of retiree benefits borne by the federal government · 

(3) Reducing the State's future liability by transitioning the State's retiree health benefit to a 
defined contribution model. 

( 4) Reducing the number of persons eligible for retiree benefits by increasing the service time 
requirements for the benefit or by eliminating the benefit for certain groups. 

(5) Requiring employees to contribute to the Retiree Health Benefit Fund. 

(6) Increasing the amount that retirees pay for their health benefits by means such as increasing 
premiums or out of pocket costs. 

(7) Any other proposals for reducing the unfunded liability of the Fund identified by the 
Committee. 

The Committee shall issue a final report of its findings and recommendations, including any legislation 
necessary to implement those recommendations to the 2017 Session of the General Assembly. 

EFFECTIVE DA TE: The bill would become effective when it becomes law . 

• en Cochrane-Brown 
Director ll~H~~~IIH!IIIH~IIHHIIIIHIII legislative Analysis 

Division 
9/9-733-2578 H 1 0 2 7 - S M T V - 7 4 E 1 - V - 1 

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 960 

Short Title: Retirement Creditable Service Charter Schools. 

Sponsors: Representative R. Turner. 

1 

(Public) 

For a complete list of sp onsors, refer to the North Carolina General Assembly web site. 

Referred to: Pensions and Retirement 

April 26, 2016 

A BILL TO BE ENTITLED 
AN ACT TO MODIFY THE ABILITY OF A MEMBER OF THE TEACHERS' AND STATE 

EMPLOYEES' RETIREMENT SYSTEM TO PURCHASE CREDIT FOR EMPLOYMENT 
IN A CHARTER SCHOOL OPERATED BY A PRIVATE NONPROFIT CORPORATION. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 135-4(cc) reads as rewritten: 

"(cc) Credit for Employment in Charter School Operated by a Private Nonprofit 
Corporation. - Any member may purchase creditable service for any employment as an employee 
of a charter school operated by a private nonprofit corporation whose board of directors did not 
elect to participate in the Retirement System under G.S. 135-5.3 upon completion of five years of 
membership service after that charter school employment by making a lump-sum payment into the 
Annuity Savings Fund. The payment by the member shall be equal to the full liability of the 
service credits calculated on the basis of the assumptions used for purposes of the actuarial 
valuation of the Retirement System's liabilities, taking into account the additional retirement 
allowance arising on account of the additional service credits commencing at the earliest age at 
which the member -could retire with an unreduced retirement allowance, as determined by the 
Board of Trustees upon the advice of the actuary plus an administrative expense fee to be 
determined by the Board of Trustees. Creditable service purchased under this subsection shall not 
exceed a total of five years. Notwithstanding the foregoing provisions of this subsection that 
provide for the purchase of service credits, the terms "full cost" , "full liability", and "full actuarial 
cost" include assumed annual postretirement allowance increases, as determined by the Board of 
Trustees, from the earliest age at which a member could retire on an unreduced service 
allowance." 

SECTION 2. G.S. 135-8(b)(5)d. is· repealed. 
SECTION 3. This act is effective when it becomes law. 

1111111111 II II 111111 
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HOUSE BILL 960: 
Retirement C.reditable Service Charter Schools. 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Rep. R. Turner 
Analysis of: First Edition 

Date: May 23, 2016 
Prepared by: Tawanda N Foster 

Committee Co-Counsel 

SUMMARY: House Bill 960 would allow a member of the Teachers' and State Employees' 
Retirement System (TSERS) to purchase up to five years of creditable service for employment in a 
charter school operated by a private nonprofit corporation. 

CURRENT LAW: G.S. 135-4 provides the standards for the calculation of creditable service for use 
by the Teachers' and State Employees Retirement System. In particular, G.S. 135-4(cc) allows members 
of the retirement system to purchase creditable service for employment in a charter school operated by a 
private nonprofit corporation whose board of directors did not elect to participate in the retirement 
system under G.S. 135-5.3.1 Currently; G.S. 135-4(cc) requires a member may purchase credit after five 
years of membership service after charter school employment and by paying a lump-sum to the Annuity 
Savings Fund. There is no limit to the amount of creditable service that may be purchased under this 
subsection. 

G.S. 135-8(b) defines the annuity savings fund as a fund in which members' contributions from 
compensation are held to provide for their retirement annuities. Sub-subdivision 135-8(b)(5)d outlines 
situations when members employed in charter schools may make monthly contributions to the annuity 
savings fund. 

BILL ANALYSIS: The bill allows members of TSERS to purchase credit after five years of 
membership service and payment of a lump-sum in the Annuity Savings Fund. Further, the bill provides 
no more than five years of creditable service may be purchased under this subsection. 

The bill also repeals G.S. 135-8(b)(5)d. 

EFFECTIVE DATE: The bill would be effective when it becomes law. 

1 
G.S. 135-5.3 permits the board of directors of a charter school operated by a private nonprofit corporation to elect to 

, ,,::;;,~;;:::::~fig , mployec m ili,~liiill~i1illil1~ir~m~U1i~liir· Legislative Analysis 
Division 
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This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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GENERAL ASSEMBbY O NORTH CAROLINA 

.~e~on 2()1;-5 
~ f ' ./: 

Legislative Retirement Note 

BILL NUMBER: House Bill 960 (First Edition) 

SHORT TITLE: 

SPONSOR(S): 

Retirement Creditable Service Charter Schools. 

Representative R. Turner 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees ' Retirement 
System (TSERS). 

BILL SUMMARY: The bill amends G.S. 135-4(cc) to modify the provisions for a member of 
TSERS to purchase credit for service in a charter school. Currently a member may purchase credit 
for employment in a charter school upon completion of five years of service in TSERS after the 
charter school employment. The member must make a lump-sum payment equal to the full liability 
for the service purchased. The bill would remove the requirement that the five years of service in 
TSERS be completed after the charter school employment and would limit the amount of service 
to be purchased to five years. 

The bill also repeals G.S. 135-8(b)(5)d. which allows a member to receive credit for service in a 
charter school by making monthly contributions during a leave of absence equal to the employee 
and employer contribution rates. 

EFFECTIVE DA TE: This bill is effective when it becomes law. 

ESTIMATED IMPACT ON STATE: Both Buck Consultants, the System ' s Actuary, and 
Hartman & Associates, the actuary for the General Assembly, estimate that the bill will have no 
material impact on the contribution rates or liabilities of TSERS. 

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 December 31 , 2014 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics ( as of 12/31/2014 unless otherwise noted, M = millions) 
Active Members 

Count 307,313 
General Fund Compensation $9,865M 
Valuation Compensation (Total) $13 ,737M 
Average Age 45 
Average Service 10.7 

House Bill 960 (First Edition) 1 
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Inactive Members 
Count 134,871 

Retired Members 
Count 194,607 
Annual Benefits $4,058M 
Average Age 70 
New Retirees During 2015 11,400 

Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
Accrued Liability (AL) $67,715M 
Actuarial Value of Assets (AVA) $64,734M 
Market Value of Assets (MVA) $64,587M 
Unfunded Accrued Liability (AL - AV A) $2,981M 
Funded Status (AVA / AL) 96% 
Annual Required Contribution (ARC) for FY 2016-17 9.48% (new assumptions) 
(as% of pay) 
Assumed Rate of Investment Return 7.25% 
Salary Increase Assumption (includes 3.50% inflation 3.50% - 6.86% 
and productivity) 
Cost Method Entry Age Normal 
Amortization 12 year, closed, flat $ 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 
projection of future mortality improvement with scale MP-2015 

Benefit Provisions 
Formula 1.82% x Service x 4 Year Avg Pay 
Unreduced retirement age/service Any/30; 60/25; 65 (55 for LE0)/5 
Employee contribution (as% of pay) 6% 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Retirement Creditable Service Charter Schools - House Bill 960", May 11, 
2016, original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 960: An Act to Modify the Ability of a Member of the 
TSERS to Purchase Credit for Employment in a Charter School", May 3, 2016, original of which 
is on file in the General Assembly' s Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910 . 

House Bill 960 (First Edition) 2 
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The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 
DATE: May 23 , 2016 

David Vanderweide 

Signed Copy Located in the NCGA Principal Clerk's Offices 

House Bill 960 (First Edition) 3 
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Department of State Treasurer 
JANET COWELL 

TREASURER 

N.C. DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Retirement Creditable Service Charter Schools HB 960 

The Department of State Treasurer aims to provide public employees and retirees, including 
teachers, police officers, firefighters , and public servants from all over the state with secure 
pensions and retirement. This legislative proposal incorporates provisions that will clarify 
interpretations of current law, conform to federal regulation and increase efficiency of 
administration of the retirement systems administered by the Department. 

Statutes Affected: 135-4(cc); 135-8(b)(5)d. 
Primary Sponsors: Turner 
Cost: This bill does not materially increase or decrease the liabilities or costs of the Retirement Systems. 
Type of Bill: Public Bill 

SECTION ONE: Remove Restriction on Charter School Service Purchase 
Amends G.S. 135-4(cc) and removes the requirement that employees who are purchasing creditable 
service in the Teachers' and State Employees' Retirement System (TSERS) for employment at a public 
charter school operated by a private nonprofit corporation must return to a traditional public school and 

• 
the complete five years of membership service after the period of employment at the charter school that 
is being purchased. Under the revised law, the employee must still have completed at least five years of 
membership at some point before purchasing service. This section also restricts this purchase to a total 

• 

of five years in order to make the state statute consistent with federal law for purchase of "nonqualified 
service credit" under Internal Revenue Code section 415(n)(3)(B). 

SECTION TWO: Repeal Duplicative Unused Charter School Service Purchase Statute 
Repeals G.S 135-8(b)(5)d. which is a provision that allows members whose TSERS membership is 
interrupted by an approved leave of absence for employment in a charter school to purchase service for 
that time by paying all employee and employer contributions based on compensation earned 
immediately prior to service interruption. The Department of State Treasurer requests that this statute be 
repealed because it is unclear exactly how the law was intended to function, is duplicative of the service 
purchase provision in section one, has never been used by the Retirement Systems Division, and appears 
to be in conflict with Internal Revenue Code section 415(n)(3)(B) . 

3200 ATLANTIC AVENUE, RALEIGH, NORTH CAROLINA 27604 
Telephone (919) 814-4000 or (877) 627-3287 toll-free Fax (919) 855-5802 

www.myncretirement.com 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 964* 

Short Title: Commission Membership Winston-Salem Ret. Fund. 

Sponsors: Representatives Conrad, Hanes, Lambeth, and Terry (Primary Sponsors). 

1 

(Local) 

For a complete list of sp onsors, refer to the North Carolina General Assembly web site. 

Referred to : Local Government, if favorable, Pensions and Retirement 

April 27, 2016 

A BILL TO BE ENTITLED 
AN ACT TO ENHANCE THE PARTICIPATION OF RETIREE MEMBERS ON THE 

RETIREMENT COMMISSION OF THE WINSTON-SALEM EMPLOYEES RETIREMENT 
FUND. 

The General Assembly of North Carolina enacts: 
SECTION 1. Section 4 of Chapter 296 of the Public-Local Laws of 1939, as 

amended, reads as rewritten: 
'i' Sec. 4. That the contributions required to cover the cost of benefits based on prior service 

shall be sufficient to fund the liability for sure prior service in not more than forty years from the 
date of the establishment of such fund. The ordinance shall provide that the required contributions 
by such members as hereinbefore mentioned shall be collected by deducting the amounts so 
required from the salary or wages due such members. The ordinance may provide for the 
appointment or election of a retirement board or board of trustees, and for the delegation to such 
board of such powers and duties as may be deemed necessary to carry out the intent and purpose 
for which said fund is established. If such retirement board or board of trustees is provided for by 
ordinance, the said board shall consist of a member or members of the governing body of the City 
of Winston-Salem, an employee or employees entitled to participate in said fund, a retiree or 
retirees participating in said fund, and one or more citizens of the State of North Carolina not 
officially connected with the governing body of any municipality or entitled to participate in the 
benefits of said fund." 

' 
SECTION 2. This act is effective when it becomes law . 

Ill I I 111111111111111 
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HOUSE BILL 964: 

2016-2017 General Assembly 

Commission Membership Winston-Salem Ret. 
Fund. 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Reps. Conrad, Hanes, Lambeth , Terry 
First Edition 

Date: May 23 , 2016 
Prepared by: Theresa Matul a 

Committee Staff 

SUMMARY: House Bill 964 is a local bill adding a retiree, or retirees, participating in the fund to 
the list of members serving on the Winston Salem retirement board or board of trustees. 

[As introduced, thi s bill was identica l to S751 , as introduced by Sens. Lowe, Krawi ec, which is 
currentl y in Senate Pens ions & Retirement and Aging.] 

CURRENT LAW: 
Chapter 296, Secti on 4, of the Public-Loca l Laws of 1939, allows the C ity of Winston-Salem to pass an 
ordinance establi shing a retirement or pension fund , which may provide fo r the appo intment or e lection 
of a retirement board or board of tru stees. Currently, the board is required to consist of at least one of 
the fo llowing : 

• Member(s) of the governing body of the C ity of Winston-Salem 

• Employee(s) entitled to participate in the retirement or pension fund 

• C itizen(s) of the State of North Carolina not offici ally connected with the governing body of any 
municipa lity or entitled to participate in the benefits of the retirement or pension fund 

BILL ANALYSIS: 
House Bill 964 is a local bill impacting the membership of the Winston-Sa lem retirement board . T he bill 
authori zes an increase in the board membership to include one or more retirees partic ipatin g in th e 
retirement fund. T hese retiree members are in addition to the list of members outlined above in the 
current law. 

EFFECTIVE DATE: 
Thi s bill becomes effective when it becomes law. 

*Gus Willis, staff lo the House Local Government Cammi/lee, subslanlia//y contributed lo this summa,y. 

•
Karen Cochrane-Brown 

Director Ill llll lllll lllll llll llllllll lllll lllll llll Ill llllll lllll lllll llll lllllll llll llll lllll 1111111111111111111 
Legislative Analysis 

Division 
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SESSION 2015 

HOUSE BILL 1011 
1 

Short Title: Retirement Technical Corrections Act of 2016.-AB (Public) 

Sponsors: Representatives Ross, McNeill, and Hardister (Primary Sponsors). 
For a complete list of sponsors, refer to the North Carolina General Assembly web site. 

Referred to: Pensions and Retirement 

May 2, 2016 

A BILL TO BE ENTITLED 
AN ACT TO ENACT THE RETIREMENT TECHNICAL CORRECTIONS ACT OF 2016. 
The General Assembly of North Carolina enacts: 

SECTION 1. G.S. 58-86-45 reads as rewritten: 
"§ 58-86-45. Additional retroactive membership. 

(a) Repealed by Session Laws 2013-284, s. l(a), effective July 1, 2013. 
(al) Any firefighter or rescue squad worker who is 35 years of age or older and who is a 

current or former member of a fire department or rescue squad chartered by the State of North 
Carolina may purchase credit for any periods of service to any chartered fire department or rescue 
squad not otherwise creditable by making a lump sum payment to the Annuity Savings Fund equal 
to the full liability of the service credits calculated on the basis of the assumptions used for 
purposes of the actuarial valuation of the system's liabilities, which payment shall take into 
account the retirement allowance arising on account of the additional service credit commencing 
at the earliest age at which the member could retire on a retirement allowance, as determined by 
the board of trustees upon the advice of the consulting actuary, plus an administrative fee to be set 
by the board of trustees. This provision for the payment of a lump sum for service "not otherwise 
creditable" shall apply, inter alia, to all purchases of service credits for months as to which timely 
payments were not previously made pursuant to G.S. 58-86-35 or G.S. 58-86-40, whichever is 
applicable. 

(b) An eligible firefighter or rescue squad worker who is not yet 35 years old may apply to 
the board of trustees for membership in the fund at any time. Upon becoming a member, the 
worker may make a lump sum payment of ten dollars ($10.00) per month retroactively to the time 
the worker first became eligible to become a member, plus interest at an annual rate to be set by 
the board upon advice from actuary for each year of retroactive payments. Upon making this lump 
sum payment, the worker shall be given credit for all prior service in the same manner as if the 
worker had applied for membership upon first becoming eligible. 

.(£1 A member of the Pension Fund who is not yet 35 years old may receive credit for the 
prior service upon making a lump sum payment of ten dollars ($10.00) for each month since the 
worker first became eligible, plus interest at an annual rate to be set by the board for each year of 
retroactive payments. Upon making this lump sum payment, the date of membership shall be the 
same as if the worker had applied for membership upon first becoming eligible. This provision for 
the payment of a lump sum for service "not otherwise creditable" shall apply, inter alia, to all 
purchases of service credits for months as to which timely payments were not previously made 
pursuant to G.S. 58-86-35 or G.S. 58-86-40, whichever is applicable, for any firefighter or rescue 
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squad worker who is not yet 35 years of age or older and who is a current or former member of a 
fire department or rescue squad chartered by the State of North Carolina." 

SECTION 2. G.S. 128-25 is repealed. 
SECTION 3. G.S. 128-26(al) reads as rewritten: 

"(al) With respect to a member retiring on or after July 1, 1967, the governing board of a 
participating unit may allow credit for any period of military service in the Armed Forces of the 
United States if the person returned to the service of the person's employer within two years after 
having been honorablynot dishonorably discharged, or becoming entitled to be discharged, 
released, or separated from such the Armed Forces of the United States; provided that, 
notwithstanding the above provisions, any member having credit for not less than 10 years of 
otherwise creditable service may be allowed credit for such military services which are not 
creditable in any other governmental retirement system; provided further, that a member will 
receive credit for military service under the provisions of this paragraph only if the member 
submits satisfactory evidence of the military service claimed and the participating unit of which 
the member is an employee agrees to grant credit for such military service prior to January 1, 
1972. 

A member retiring on or after July 1, 1971 , who is not granted credit for military service under 
the provisions of the preceding paragraph will be allowed credit for any period of qualifying 
service in the Armed Forces of the United States, as defined for purposes of reemployment rights 
under federal law, provided that the member was an employee as defined in G.S. 128-21(10) at the 
time the member entered military service, and either (i) the returning member is in service, with 
the employer by whom the member was employed when the member entered military service, for 
a period of not less than 10 years after the member is separated or released from that military 
service under other than dishonorable conditions or (ii) the following conditions are met, in the 
conjunctive: 

(I) 

(2) 

(3) 

(4) 

The member did not, prior to leaving for military service, provide clear written 
notice of an intent not to return to work after military service. 
The member was discharged from uniformed service and returned from the 
leave of absence for uniformed service to membership service in this system 
within the time limit mandated by federal law for reporting back to work. 
The period of uniformed service, for which additional service credit is sought, 
has been verified by suitable documentation and is not eligible for receipt of 
benefits under any other retirement system or pension plan. 
All service credit forfeited by a refund pursuant to the provisions of 
G.S. 128-27(f) has been purchased. 

The uniformed service credit allowed under this subsection shall be limited to a maximum of 
five years unless otherwise specifically exempted from that durational limitation by federal law. 
The salary or compensation of such an employee during the period of qualifying military service 
shall be deemed to be that salary or compensation the employee would have received but for the 
period of service had the employee remained continuously employed, if the determination of that 
salary or compensation is reasonably certain. If the determination of the salary or compensation is 
not reasonably certain, then it shall be deemed to be that employee's average rate of compensation 
during the 12-month period immediately preceding the period of service. 

Pursuant to 38 U.S.C. § 4318(b)(l), when a member who has been on military leave returns to 
work consistent with the provisions of this subsection concerning return to service within two 
years after the member's earliest eligibility for separation or release from military service, then the 
member's employer must remit to the System all the employer and employee contributions for the 
full period of that member's military service." 

SECTION 4.(a) G.S. 135-5(g) reads as rewritten: 
"(g) Election of Optional Allowance. - With the provision that until the first payment on 

account of any benefit becomes normally due, or histhe member's first retirement check has been 
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cashed, any member may elect to receive his or her benefits in a retirement allowance payable 
throughout life, or hethe member may elect to receive the actuarial equivalent of such retirement 
allowance, including any special retirement allowance, in a reduced allowance payable throughout 
life under the provisions of one of the options set forth below. The election of Option 2, 3, or 6 or 
nomination of the person thereunder shall be revoked if such person nominated dies prior to the 
date the first payment becomes normally due or until the first retirement check has been cashed. 
Such election may be revoked by the member prior to the date the first payment becomes normally 
due or until hlsthe member's first retirement check has been cashed. Provided, however, in the 
event a member has elected Option 2, 3, or 5 and nominated his or her spouse to receive a 
retirement allowance upon the member's death, and the spouse predeceases the member after the 
first payment becomes normally due or the first retirement check has been cashed, if the member 
remarries he or she may request to nominate a new spouse to receive the retirement allowance 
under the previously elected option, within 90 days of the remarriage, and may nominate a new 
spouse to receive the retirement allowance under the previously elected option by written 
designation duly acknowledged and filed with the Board of Trustees within 120 days of the 
remarriage. The new nomination shall be effective on the first day of the month in which it is 
made and shall provide for a retirement allowance computed to be the actuarial equivalent of the 
retirement allowance in effect immediately prior to the effective date of the new nomination. Any 
member having elected Option 2, 3, 5, or 6 and nominated his or her spouse to receive a retirement 
allowance upon the member's death may, after divorce from his or her spouse, revoke the 
nomination and elect a new option, effective on the first day of the month in which the new option 
is elected, providing for a retirement allowance computed to be the actuarial equivalent of the 
retirement allowance in effect immediately prior to the effective date of the new option. Except as 
provided in this section, the member may not change the member's retirement benefit option or the 
member's designated beneficiary for survivor benefits, if any, after the member has cashed the first 
retirement check or after the 251

h day of the month following the month in which the first check is 
mailed, whichever comes first. 

Upon the death of a member after the effective date of a retirement for which the member has 
been approved and following receipt by the Board of Trustees of an election of benefits (Form 6-E 
or Form 7-E) but prior to the cashing of the first benefit check, the retirement benefit shall be 
payable as provided by the member's election of benefits under this subsection. 

Upon the death of a member after the effective date of a retirement for which the member has 
been approved but prior to the receipt by the Board of Trustees of an election of benefits (Form 
6-E or Form 7-E), properly acknowledged and filed by the member, the member's designated 
beneficiary for a return of accumulated contributions may elect to receive the benefit, if only one 
beneficiary is eligible to receive the return of accumulated contributions. If more than one 
beneficiary is eligible to receive the return of accumulated contributions, or if no beneficiary has 
been designated, the administrator or executor of the member's estate will select an option and 
name the beneficiary or beneficiaries." 

SECTION 4.(b) G.S. 128-27(g) reads as rewritten: 
"(g) Election of Optional Allowance. - With the provision that until the first payment on 

account of any benefit becomes normally due, or hlsthe member's first retirement check has been 
cashed, any member may elect to receive his or her benefits in a retirement allowance payable 
throughout life, or hethe member may elect to receive the actuarial equivalent of such retirement 
allowance, including any special retirement allowance, in a reduced allowance payable throughout 
life under the provisions of one of the Options set forth below. The election of Option 2, 3, or 6 or 
nomination of the person thereunder shall be revoked if such person nominated dies prior to the 
date the first payment becomes normally due or the first retirement check has been cashed. Such 
election may be revoked by the member prior to the date the first payment becomes normally due 
or hlsthe member's first retirement check has been cashed. Provided, however, in the event a 
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member has elected Option 2, 3, or 5 and nominated his or her spouse to receive a retirement 
allowance upon the member's death, and the spouse predeceases the member after the first 
payment becomes normally due or the first retirement check has been cashed, if the member 
remarries he or she may request to nominate a new spouse to receive the retirement allowance 
under the previously elected option, within 90 days of the remarriage, and may nominate a new 
spouse to receive the retirement allowance under the previously elected option by written 
designation duly acknowledged and filed with the Board of Trustees within 120 days of the 
remarriage. The new nomination shall be effective on the first day of the month in which it is 
made and shall provide for a retirement allowance computed to be the actuarial equivalent of the 
retirement allowance in effect immediately prior to the effective date of the new nomination. Any 
member having elected Option 2, 3, 5, or 6 and nominated his or her spouse to receive a retirement 
allowance upon the member's death may, after divorce from his or her spouse, revoke the 
nomination and elect a new option, effective on the first day of the month in which the new option 
is elected, providing for a retirement allowance computed to be the actuarial equivalent of the 
retirement allowance in effect immediately prior to the effective date of the new option. Except as 
provided in this section, the member may not change the member's retirement benefit option or the 
member's designated beneficiary for survivor benefits, if any, after the member has cashed the first 
retirement check or after the 25th day of the month following the month in which the first check is 
mailed, whichever comes first. 

Upon the death of a member after the effective date of a retirement for which the member has 
been approved and following receipt by the Board of Trustees of an election of benefits (Form 6-E 
or Form 7-E) but prior to the cashing of the first benefit check, the retirement benefit shall be 
payable as provided by the member's election of benefits under this subsection. 

Upon the death of a member after the effective date of a retirement for which the member has 
been approved but prior to the receipt by the Board of Trustees of an election of benefits (Form 
6-E or Form 7-E), properly acknowledged and filed by the member, the member's designated 
beneficiary for a return of accumulated contributions may elect to receive the benefit, if only one 
beneficiary is eligible to receive the return of accumulated contributions. If more than one 
beneficiary is eligible to receive the return of accumulated contributions, or if no beneficiary has 
been designated, the administrator or executor of the member's estate will select an option and 
name the beneficiary or beneficiaries." 

SECTION S.(a) G.S. 135-5(m2) reads as rewritten: 
"(m2) Special Retirement Allowance. - At any time coincident with or following retirement, 

a member may make a one timeone-time, irrevocable election to transfer any portion of the 
member's eligible accumulated contributions, not including any Roth after-tax contributions and 
the earnings thereon, from the Supplemental Retirement Income Plan of North Carolina or the 
North Carolina Public Employee Deferred Compensation Plan to this Retirement System and 
receive, in addition to the member's basic service, early or disability retirement allowance, a 
special retirement allowance which shall be based upon the member's transferred balance. 

A member who became a member of the Supplemental Retirement Income Plan prior to 
retirement and who remains a member of the Supplemental Retirement Income Plan may make a 
one timeone-time, irrevocable election to transfer eligible balances, not including any Roth 
after-tax contributions and the earnings thereon, from any of the following plans to the 
Supplemental Retirement Income Plan, subject to the applicable requirements of the Supplemental 
Retirement Income Plan, and then through the Supplemental Retirement Income Plan to this 
Retirement System: (i) a plan participating in the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan; (ii) a plan described in section 403(b) of the Internal 
Revenue Code; (iii) a plan described in section 457(b) of the Internal Revenue Code that is 
maintained by a state, political subdivision of a state, or any agency or instrumentality of a state or 
political subdivision of a state; (iv) an individual retirement account or annuity described in 
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section 408(a) or section 408(b) of the Internal Revenue Code that is eligible to be rolled over and 
would otherwise be includible in gross income; or (v) a tax-qualified plan described in section 
401(a) or section 403(a) of the Internal Revenue Code. 

Notwithstanding anything to the contrary, a member may not transfer such amounts as will 
cause the member's retirement allowance under the System to exceed the amount allowable under 
G.S. 135-18.7(b). The Board of Trustees may establish a minimum amount that must be 
transferred if a transfer is elected. The member may elect a special retirement allowance with no 
postretirement increases or a special retirement allowance with annual postretirement increases 
equal to the annual increase in the U.S. Consumer Price Index. Postretirement increases on any 
other allowance will not apply to the special retirement allowance. The Board of Trustees shall 
provide educational materials to the members who apply for the transfer authorized by this 
section. Those n:iaterials shall describe the special retirement allowance and shall explain the 
relationship between the transferred balance and the monthly benefit and how the member's heirs 
may be impacted by the election to make this transfer and any costs and fees involved. 

For the purpose of determining the special retirement allowance, the Board of Trustees shall 
adopt straight life annuity factors on the basis of yields on U.S. Treasury Bonds and mortality and 
such other tables as may be necessary based upon actual experience. A single set of mortality and 
such other tables will be used for all members, with factors differing only based on the age of the 
member and the election of postretirement increases. The Board of Trustees shall modify the 
mortality and such other tables every five years, as shall be deemed necessary, based upon the 
five-year experience study as required by G.S. 135-6(n). Provided, however, a member who 
transfers the member's eligible accumulated contributions from an eligible retirement plan 
pursuant to this subsection to this Retirement System shall be taxed for North Carolina State 
Income Tax purposes on the special retirement allowance the same as if that special retirement 
allowance had been paid directly by the eligible plan or the plan through which the transfer was 
made, whichever is most favorable to the member. The Teachers' and State Employees' Retirement 
System shall be responsible to determine the taxable amount, if any, and report accordingly. 

The Supplemental Retirement Board of Trustees established under G.S. 135-96 may assess a 
one-time flat administrative fee not to exceed the actual cost of the administrative expenses 
relating to these transfers. An eligible plan shall not assess a fee specifically relating to a transfer 
of accumulated contributions authorized under this subsection. This provision shall not prohibit 
other fees that may be assessable under the plan. Each plan, contract, account, or annuity shall 
fully disclose to any member participating in a transfer under this subsection any surrender 
charges or other fees , and such disclosure shall be made contemporaneous with the initiation of the 
transfer by the member. 

The special retirement allowance shall continue for the life of the member and the beneficiary 
designated to receive a monthly survivorship benefit under Option 2, 3 or 6 as provided in G.S. 
135-5(g), if any. The Board of Trustees, however, shall establish two payment options that 
guarantee payments as follows: 

(1) A member may e lect to receive the special retirement allowance for life but 
with payments guaranteed for a number of months to be specified by the Board 
of Trustees. Under this plan, if the member dies before the expiration of the 
specified number of months, the special retirement allowance will continue to 
be paid to the member's designated beneficiary for the life of the beneficiary, if 
Option 2, 3 or 6 is selected. If Option 2, 3 or 6 is not selected, the member's 
designated beneficiary will receive the benefit only for the remainder of the 
specified number of months. If the member's designated beneficiary dies before 
receiving payments for the specified number of months, any remaining 
payments will be paid to the member's estate. 

(2) A member may elect to receive the special retirement allowance for life but is 
guaranteed that the sum of the special allowance payments will equal the total 
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of the transferred amount. Under this payment option, if the member dies 
before receiving the total transferred amount, the special retirement allowance 
will continue to be paid to the member's designated beneficiary for the life of 
the beneficiary, if Option 2, 3 or 6 is selected. If Option 2, 3 or 6 is not selected, 
the member's designated beneficiary or the member's estate shall be paid any 
remaining balance of the transferred amount. 

The Board of Trustees shall report annually to the Joint Legislative Commission on 
Governmental Operations on the number of persons who made an election in the previous calendar 
year, with any recommendations it might make on amendment or repeal based on any identified 
problems. 

The General Assembly reserves the right to repeal or amend this subsection, but such repeal or 
amendment shall not affect any person who has already made the one-time election provided in 
this subsection." 

SECTION 5.(b) G.S. 128-27(m2) reads as rewritten: 
"(m2) Special Retirement Allowance. - At any time coincident with or following retirement, 

a member may make a one timeone-time, irrevocable election to transfer any portion of the 
member's eligible accumulated contributions, not including any Roth after-tax contributions and 
the earnings thereon, from the Supplemental Retirement Income Plan of North Carolina or the 
North Carolina Public Employee Deferred Compensation Plan to this Retirement System and 
receive, in addition to the member's basic service, early or disability retirement allowance, a 
special retirement allowance which shall be based upon the member's transferred balance. 

A member who became a member of the Supplemental Retirement Income Plan prior to 
retirement and who remains a member of the Supplemental Retirement Income Plan may make a 
one timeone-time, irrevocable election to transfer eligible balances, not including any Roth 
after-tax contributions and the earnings thereon, from any of the following plans to the 
Supplemental Retirement Income Plan, subject to the applicable requirements of the Supplemental 
Retirement Income Plan, and then through the Supplemental Retirement Income Plan to this 
Retirement System (i) a plan participating in the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan; (ii) a plan described in section 403(b) of the Internal 
Revenue Code; (iii) a plan described in section 457(b) of the Internal Revenue Code that is 
maintained by a state, political subdivision of a state, or any agency or instrumentality of a state or 
political subdivision of a state; (iv) an individual retirement account or annuity described in 
section 408(a) or section 408(b) of the Internal Revenue Code that is eligible to be rolled over and 
would otherwise be includible in gross income; or (v) a tax-qualified plan described in section 
40l(a) or section 403(a) of the Internal Revenue Code. 

Notwithstanding anything to the contrary, a member may not transfer such amounts as will 
cause the member's retirement allowance under the System to exceed the amount allowable under 
G.S. 128-38.2(b). The Board of Trustees may establish a minimum amount that must be 
transferred if a transfer is elected. The member may elect a special retirement allowance with no 
postretirement increases or a special retirement allowance with annual postretirement increases 
equal to the annual increase in the U.S. Consumer Price Index. Postretirement increases on any 
other allowance will not apply to the special retirement allowance. The Board of Trustees shall 
provide educational materials to the members who apply for the transfer authorized by this 
section. Those materials shall describe the special retirement allowance and shall explain the 
relationship between the transferred balance and the monthly benefit and how the member's heirs 
may be impacted by the election to make this transfer and any costs and fees involved. 

For the purpose of determining the special retirement allowance, the Board of Trustees shall 
adopt straight life annuity factors on the basis of yields on U.S. Treasury Bonds and mortality and 
such other tables as may be necessary based upon actual experience. A single set of mortality and 
such other tables will be used for all members, with factors differing only based on the age of the 
member and the election of postretirement increases. The Board of Trustees shall modify the 

Page 6 House Bill 1011-First Edition 



• 

• 

• 



1 
2 
3 

. 4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

• 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

• 48 
49 
50 
51 

General Assembly Of North Carolina Session 2015 

mortality and such other tables every five years, as shall be deemed necessary, based upon the 
five-year experience study as required by G.S. 128-28(0). Provided, however, a member who 
transfers the member's eligible accumulated contributions from an eligible retirement plan 
pursuant to this subsection to this Retirement System shall be taxed for North Carolina State 
Income Tax purposes on the special retirement allowance the same as if that special retirement 
allowance had been paid directly by the eligible plan or the plan through which the transfer was 
made, whichever is most favorable to the member. The Local Governmental Employees' 
Retirement System shall be responsible to determine the taxable amount, if any, and report 
accordingly. 

The special retirement allowance shall continue for the life of the member and the beneficiary 
designated to receive a monthly survivorship benefit under Option 2, 3 or 6 as provided in G.S. 
128-27(g), if any. The Board of Trustees, however, shall establish two payment options that 
guarantee payments as follows: 

(1) A member may elect to receive the special retirement allowance for life but 
with payments guaranteed for a number of months to be specified by the Board 
of Trustees. Under this plan, if the member dies before the expiration of the 
specified number of months, the special retirement allowance will continue to 
be paid to the member's designated beneficiary for the life of the beneficiary, if 
Option 2, 3 or 6 is selected. If Option 2, 3 or 6 is not selected, the member's 
designated beneficiary will receive the benefit only for the remainder of the 
specified number of months. If the member's designated beneficiary dies before 
receiving payments for the specified number of months, any remaining 
payments will be paid to the member's estate. 

(2) A member may elect to receive the special retirement allowance for life but is 
guaranteed that the sum of the special allowance payments will equal the total 
of the transferred amount. Under this payment option, if the member dies 
before receiving the total transferred amount, the special retirement allowance 
will continue to be paid to the member's designated beneficiary for the life of 
the beneficiary, if Option 2, 3 or 6 is selected. If Option 2, 3 or 6 is not selected, 
the member's designated beneficiary or the member's estate shall be paid any 
remaining balance of the transferred amount. 

The Supplemental Retirement Board of Trustees established under G.S. 135-96 may assess a 
one-time flat administrative fee not to exceed the actual cost of the administrative expenses 
relating to these transfers. An eligible plan shall not assess a fee specifically relating to a transfer 
of accumulated contributions authorized under this subsection. This provision shall not prohibit 
other fees that may be assessable under the plan. Each plan, contract, account, or annuity shall 
fully disclose to any member participating in a transfer under this subsection any surrender 
charges or other fees, and that disclosure shall be made contemporaneous with the initiation of the 
transfer by the member. 

The Board of Trustees shall report annually to the Joint Legislative Commission on 
Governmental Operations on the number of persons who made an election in the previous calendar 
year, with any recommendations it might make on amendment or repeal based on any identified 
problems. 

The General Assembly reserves the right to repeal or amend this subsection, but such repeal or 
amendment shall not affect any person who has already made the one-time election provided in 
this subsection." 

SECTION 6.(a) G.S. 135-8(b)(5) reads as rewritten: 
"(5) The Board of Trustees may approve the purchase of creditable service by any 

member for leaves of absence or for interrupted service to an employer only for 
the se-1-e-purpose of acquiring knowledge, talents, or abilities and to increase the 
efficiency of service to the employer, subject to the provisions of this 
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subdivision. A leave of absence or interrupted service may be approved for 
purchase under this subdivision for a period of employment as a teacher in a 
charter school. Any other leave of absence or interrupted service shall qualify 
for purchase under this subdivision only if (i) during the time of the leave or 
interrupted service the member is enrolled and participates in a full-time degree 
program at an accredited institution of higher education, (ii) the member is not 
paid for the activity in which he or she is acquiring knowledge, talents, or 
abilities, and (iii) the service is not purchased for any month in which the 
member performed any services for any of the organizations listed in 
G.S. 135-27(a) or G.S. 135-27(f), or a successor to any of those organizations. 
Approval by the Board under this subdivision shall be made prior to the 
purchase of the creditable service, is limited to a career total of six years for 
each member, and may be obtained in the following manner: 

II 

SECTION 6.(b) G.S. 128-30(b)(4) reads as rewritten: 
11 (4) The Board of Trustees may approve the purchase of creditable service by any 

member for leaves of absence or for interrupted service to an employer for the 
sole purposeonly for the purpose of acquiring knowledge, talents, or abilities 
and to increase the efficiency of service to the employer. This 
approvalemployer, subject to the provisions of this subdivision. A leave of 
absence or interrupted service may be approved for purchase under this 
subdivision for a period of employment as a teacher in a charter school. Any 
other leave of absence or interrupted service shall qualify for purchase under 
this subdivision only if (i) during the time of the leave or interrupted service the 
member is enrolled and participates in a full-time degree program at an 
accredited institution of higher education, (ii) the member is not paid for the 
activity in which he or she is acquiring knowledge, talents, or abilities, and (iii) 
the service is not purchased for any month in which the member performed any 
services for any of the organizations listed in G.S. 135-27(a) or G.S. 135-27([), 
or a successor to any of those organizations. Approval by the Board under this 
subdivision shall be made prior to the purchase of the creditable service, is 
limited to a career total of four years for each member, and may be obtained in 
the following manner: 

II 

SECTION 7.(a) G.S. 135-8(f) reads as rewritten: 
"(f) Collection of Contributions. -

Page 8 

(2) The collection of employers' contributions shall be made as follows: 

f. Each employer shall transmit to the Retirement System on account of 
each member who retires on or after January 1, 2015 , having earned his 
or her last month of membership service as an employee of that 
employer the lump sum payment, as calculated under Ge& 
135 4Gj),G.S. 135-4(jj) for inclusion in the Pension Accumulation 
Fund, that would have been necessary in order for the retirement system 
to restore the member's retirement allowance to the pre-cap amount. 
Employers are not required to make contributions on account of any 
retiree who became a member on or after January 1, 2015, and who 
earned at least five years of membership service in the Retirement 
System after January 1, 2015 . 
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"(g) 

Under such rules as the Board of Trustees shall adopt, the 
Retirement System shall report monthly to each employer a list of those 
members for whom the employer made a contribution to the Retirement 
System in the preceding month that are most likely to require an 
additional employer contribution should they elect to retire in the 
following 12 months, if applicable. 

(3) In the event the employee or employer contributions required under this section 
are not received by the date set by the Board of Trustees, the Board shall assess 
the employer with a penalty, in lieu of interest, and a one-time exception has 
not been agreed upon in advance due to exigent circumstances, of 1 % per 
month with a minimum penalty of twenty-five dollars ($25.00). The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with the 
set deadline. If within 90 days after request therefor by the Board any employer 
shall not have provided the System with the records and other information 
required hereunder or if the full accrued amount of the contributions provided 
for under this section due from members employed by an employer or from an 
employer other than the State shall not have been received by the System from 
the chief fiscal officer of such employer within 30 days after the last due date as 
herein provided, then, notwithstanding anything herein or in the provisions of 
any other law to the contrary, upon notification by the Board to the State 
Treasurer as to the default of such employer as herein provided, any 
distributions which might otherwise be made to such employer from any funds 
of the State shall be withheld from such employer until notice from the Board 
to the State Treasurer that such employer is no longer in default. 

II 

SECTION 7.(b) G.S. 128-30(g) reads as rewritten: 
Collection of Contributions. -

(2) The collections of employers' contributions shall be made as follows : 
a. Upon the basis of each actuarial valuation provided herein the Board of 

Trustees shall annually prepare and certify to each employer a statement 
of the total amount necessary for the ensuing fiscal year to the pension 
accumulation fund as provided under subsection ( d) of this section. 
Such employer contributions shall be transmitted to the 
secretary-treasurer of the Board of Trustees together with the employee 
deductions as provided under sub-subdivision b. of subdivision (1) of 
this subsection. 

b. Each employer shall transmit to the Retirement System on account of 
each member who retires on or after January 1, 2015, having earned his 
or her last month of membership service as an employee of that 
employer the lump sum payment, as calculated under Ge& 
128 26(y),G.S. 128-26(y) for inclusion in the Pension Accumulation 
Fund, that would have been necessary in order for the retirement system 
to restore the member's retirement allowance to the pre-cap amount. 
Employers are not required to make contributions on account of any 
retiree who became a member on or after January I , 2015, and who 
earned at least five years of membership service in the Retirement 
System after January I , 2015. 

Under such rules as the Board of Trustees shall adopt, the 
Retirement System shall report monthly to each employer a list of those 
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Page 10 

members for whom the employer made a contribution to the Retirement 
System in the preceding month that are most Ii kely to require an 
additional employer contribution should they elect to retire in the 
following 12 months, if applicable. 

(3) In the event the employee or employer contributions required under this section 
are not received by the date set by the Board of Trustees, the Board shall assess 
the employer with a penalty, in lieu of interest, and a one-time exception has 
not been agreed upon in advance due to exigent circumstances, of 1 % per 
month with a minimum penalty of twenty-five dollars ($25.00). The Board may 
waive one penalty per employer every five years if the Board finds that the 
employer has consistently demonstrated good-faith efforts to comply with the 
set deadline. If within 90 days after request therefor by the Board any employer 
shall not have provided the System with the records and other information 
required hereunder or if the full accrued amount of the contributions provided 
for under this section due from members employed by an employer or from an 
employer shall not have been received by the System from the chief fiscal 
officer of such employer within 30 days after the last due date as herein 
provided, then, notwithstanding anything herein or in the provisions of any 
other law to the contrary, upon notification by the Board to the State Treasurer 
as to the default of such employer as herein provided, any distributions which 
might otherwise be made to such employer, or the municipality or county of 
which such employer is an integral part, from any funds of the State or any 
funds collected by the State shall be withheld from such employer until notice 
from the Board to the State Treasurer that such employer is no longer in default. 

II 

In the event that an employer fails to submit payment of any required 
contributions or payments to the Retirement Systems Division, other than the 
one percent (1 % ) payment provided for in the first paragraph of this 
subdivision, within 90 days after the date set by the Board of Trustees, the 
Board shall notify the State Treasurer of its intent to collect the delinquent 
contributions and other payments due to the Retirement Systems Division and 
request an interception of State appropriations due to the participating 
employer. Upon such notification by the Board of Trustees to the State 
Treasurer and the Office of State Budget and Management as to the default of 
the employer, the Office of State Budget and Management shall withhold from 
any State appropriation due to that employer an amount equal to the sum of all 
delinquent contributions and other debts due to the Retirement Systems 
Division and shall transmit that amount to the Retirement Systems Division. 

SECTION 8. G.S. 135-48.40(d)(13) reads as rewritten: 
"(13) The following persons, their eligible spouses, and eligible dependent children, 

provided that the person seeking coverage as a subscriber (i) is not eligible for 
another comprehensive group health benefit plan and (ii) has been without 
coverage under a comprehensive group health benefit plan for at least six 
consecutive months: 

c. Persons rece1vmg a pension from the North Carolina 
FiremenFirefighters' and Rescue Squad Workers' Pension Fund. 

II 

SECTION 9.(a) G.S. 147-86.7l(b)(3) reads as rewritten: 
"(3) Contributions to an account shall be made only in easft-U.S . Dollars." 
SECTION 9.(b) G.S. 147-86.72(c)(3) reads as rewritten: 
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"(3) the prov1s10ns of Article 3 of Chapter 143 of the 
General Statutes, retain the services of auditors, attorneys, investment 
counseling firms, custodians, or other persons or firms possessing specialized 
skills or knowledge necessary for the proper administration of investment 
programs that the Board administers pursuant to this Article." 

SECTION 9.(c) G.S. 147-86.70(b)(4) is repealed. 
SECTION 9.(d) G.S. 147-86.71(d)(4) is repealed. 
SECTION 10. If any provision of this act or its application is held invalid, the 

invalidity does not affect other provisions or applications of this act that can be given effect 
without the invalid provisions or application, and to this end the provisions of this act are 
severable. 

SECTION 11. Sections 3 and 6 of this act become effective January 1, 2017. The 
remainder of this act is effective when it becomes law . 
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HOUSE BILL 1011: 
Retirement Technical Corrections Act of 2016. 

2016-2017 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Reps. Ross, McNeil! , Hardister 
First Edition 

Date: May 23 , 20 I 6 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bi/11101 is an agency bill that makes technical changes to the laws pertaining 
to the following: NC Firefighters and Rescue Squad Workers' Pension Fund; Local Governmental 
Employees' Retirement System (LGERS); Teachers' and State Employees' Retirement System 
(TSERS); State Health Plan; and the Achieving a Better Life Experience (ABLE) Program. 

BILL ANALYSIS: 

Section 1 amends the NC Firefighters and Rescue Squad Workers' Pension Fund as it relates to 
retroactive membership and the purchase of periods of service. The Retirement Systems Divi s ion 
reports that the long-standing interpretation and administrative practice has been to encourage members 
to purchase service when they are younger than 35 years old. The amendments in this section c lari fy the 
cost calculation for a member 35 years of age or o ld er and for a member who is not yet 35 years of age. 

Section 2 repeals G .S. 128-25 pertaining to LGERS membership as it relates to employer participation. 
The statute is outdated and no longer needed due changes contained in S.L. 2015-168, Sections 5 and 6, 
pertaining to service and employer participation. 

Section 3 amends G.S . 128-28(al) to change "honorably discharged" to "not dishonorably discharged" 
in the LGERS statute. Th is is a technical change consistent with the Uniformed Services Emp loyment 
and Reemployment Rights Act (USERRA) and with the US Code definition of a veteran as a person 
who served in the active military, naval , or air service, and who was discharged or released therefrom 
under conditions other than di shonorable. Additionally, it clarifies that when a member who has been on 
military leave return s to work, the employer's payment to the System includes the employer and 
employee portions of the service purchase . 

Section 4 (a) amends the TS ERS statutes to make references gender neutral and to provide that if a 
member dies after filing an app li cation for retirement, but prior to se lecting payment opt ions and 
se lecting a beneficiary, the admini strator or executor of the member's estate will se lect an option and 
name the beneficiary or beneficiaries. Section 4(b) makes similar changes in the LGERS statutes. 

Section 5 (a) amends the TSERS special retirement a llowance statutes to specify that the election to 
transfer any portion of the member's accumul ated contr ibutions from the Supplemental Retirement 
Income Plan or NC Public Employee Deferred Compensation Plan to the Retirement System is an 
irrevocable election. Section 5(b) makes a similar change to the LG ERS statutes 

Section 6(a) makes a technical amendment to G.S. 13-5-8(b)(5) pertaining to purchase of service for 
educat ional leave in the TSERS which was amended by S.L. 2015-241, Section 30.30. Section 6(b) 
amends G .S. 128-30(b)(4) to make changes similar to those in S.L. 2015-24 1 to the purchase of service 
for educational leave in LGERS. 
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Section 7(a) amends language for the TSERS collection of contributions to make a gender neutral 
language change, clarify that funds collected under the anti-pension spiking contribution-based benefit 
cap will be included in the Pension Accumulation Fund, and to specify that in the event the employee or 
employer contributions required are not received by the date set by the Board of Trustees and provided 
that a one-time exception has not been agreed upon in advance due to exigent circumstances, the Board 
will assess the employer with a penalty, in lieu of interest, of 1 % per month with a minimum penalty of 
twenty-five dollars ($25 .00). Section 7(b) makes similar changes to LGERS 

Section 8 amends G.S. 135-48.40 (d)(l3) pertaining to the State Health Plan to change "Firemen" to 
"Firefighters"' to accurately reflect the North Carolina Firefighters' and Rescue Squad Workers' Pension 
Fund. 

Section 9 makes technical changes to the Achieving a Better Life Experience (ABLE) Program statutes 
enacted by S.L. 2015-203. Section 9(a) amends G.S. 147-86.7J(b)(3) to change "cash" to "US Dollars" 
as it pertains to ABLE contributions. Section 9(b) amends G.S. 147-86.72(c)(3) to provide the ABLE 
Program Board of Trustees shall retain professional services notwithstanding the purchase and contract 
requirements contained in Chapter 143 of the General Statutes. Section 9(c) repeals G.S. 147-
86.70(b)(4) to delete the definition of "Contracting state" . Section 9(d) repeals G.S. 147-86.71 (d)(4) 
which provided that an ABLE account may be established only for a designated beneficiary who is a 
resident of NC or a resident of a contracting state. 

Section 10 provides a severability clause. 

EFFECTIVE DA TE: 

• 

Section 3 (pertaining to USERRA changes) and Section 5 (pertaining to the irrevocable transfer option) • 
of the bill become effective January I, 2017, the remainder of the bill becomes effective when it 
becomes law. 

• 
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• 
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BILL NUMBER: · House Bill 1011 (First Edition) 

SHORT TITLE: Retirement Technical Corrections Act of 2016.-AB 

SPONSOR(S): Representatives Ross, McNeill, and Hardister 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts; 
local government funds. 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees' Retirement 
System (TSERS), Local Governmental Employees ' Retirement System (LGERS), and the 
Firefighters' and Rescue Squad Workers' Pension Fund (FRSWPF). 

BILL SUMMARY: 

Section 1: Clarifies wording of the service purchase provision for FRSWPF for those not yet 35 
years of age, consistent with current administrative practice. 

Section 2: Repeals G.S. 128-25, which affected how local governments paid for past service when 
they first joined LGERS. Due to statute changes in 2015, past service can no longer be granted so 
this section is no longer needed. 

Section 3: Conforms a service purchase statute in LGERS to federal law related to the treatment of 
active duty military service and clarifies that the employer's required payment includes the 
employer and employee portions of the service purchase. 

Section 4: Provides that if a member dies after having filed an application for retirement, but 
before selecting payment options and selecting a beneficiary, the administrator or executor of the 
member's estate may select an option and name the beneficiary or beneficiaries. This change 
clarifies how to handle a situation not explicitly named in the current statute and is consistent with 
similar statutes. 

Section 5: Clarifies long time interpretation and practice that choosing the "transfer benefit" is an 
irrevocable option, just like selecting any other benefit payment option. 

Section 6: Corrects a typo in a change made to educational leave for TSERS in Session Law 2015-
241 and makes a conforming change for LGERS, in order to simplify communication and 
administration of the two systems. 

Section 7: Clarifies that funds collected under the anti-pension spiking contribution-based benefit 
cap will be included in the Pension Accumulation Fund, which is consistent with other required 
employer payments. Additionally, clarifies that to receive a one-time exception to payment of the 

House Bill 1011 (First Edition) 1 



penalty for late payment of retirement contributions an agency must make arrangements m 
advance with the Retirement System. • 

Section 8: Corrects spelling of name of the FRSWPF in the State Health Plan statute. 

Section 9: Makes technical changes to statutes governing the Achieving a Better Life Experience 
(ABLE) Program Trust, which is not a retirement system or pension fund and therefore not 
addressed in this note. 

EFFECTIVE DATE: Sections 3 and 6 become effective January 1, 2017. The remainder of the 
bill becomes effective when it becomes law. 

ESTIMATED IMPACT ON STATE: Both Buck Consultants, the System's Actuary, and 
Hartman & Associates, the actuary for the General Assembly, estimate that the bill will have no 
material impact on the contribution rates or liabilities of any of the systems affected. 

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 December 31, 2014 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Mem bersljip Statistics ( as of 12/3172014,,Jwles,~. othecyvise no!ed,,Mhr millio:ps t ;: 
TSERS LGERS FRSWPF 

Active Members 
Count 307,313 123,184 43,134 
General Fund Compensation $9,865M 
Valuation Compensation $13,737M $5,652M Not applicable 
(Total) 
Average Age 45 44 40 
Average Service 10.7 10.3 11.7 

Inactive Members 
Count 134,871 55,298 153 

Retired Members 
Count 194,607 60,408 12,730 
Annual Benefits $4,058M $1,109M $26M 
Average Age 70 68 68 
New Retirees During 2015 11,400 4,100 600 

Pt Financial Statistics (ls of I2/31X201'4 unle§s .. 6therwis~"noted, M ~~millions) 0
£iffi!l! 

TSERS LGERS FRSWPF 
Accrued Liability (AL) $67,715M Not $4I9M 

meaningful 
Actuarial Value of Assets $64,734M $22,682M $38IM 
(AVA) 
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Market Value of Assets $64,587M $22,745M $383M 
(MVA) 
Unfunded Accrued Liability $2,981M Not $38M 
(AL-AVA) meaningful 
Funded Status (AVA / AL) 96% Not 91% 

meaningful 
Annual Required Contribution 9.48% (new 7.25% $17.6M 
(ARC) for FY 2016-17 (as% assumptions) (non-LEO) 
of pay) 
Assumed Rate of Investment 7.25% 7.25% 7.25% 
Return 
Salary Increase Assumption 3.50% - 6.86% 3.50% - 6.71 % Not applicable 
(includes 3.50% inflation and 
productivity) 
Cost Method Entry Age Frozen Entry Entry Age 

Normal Age Normal 
Amortization 12 year, Not applicable 12 year, closed, 

closed, flat $ flat$ 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 
projection of future mortality improvement with scale MP-2015 

Benefit Provisions 
TSERS LGERS FRSWPF 

Formula 1.82% x Service 1.85% x Service $170 per 
x 4 Year Avg Pay x 4 Year Avg Pay month 

Unreduced retirement Any/30; 60/25; Any/30; 60/25; 55/20 
age/service 65 (55 for LE0)/5 65 (55 for LE0)/5 
Employee contribution 6% 6% $10 per month 
(as% of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Retirement Technical Corrections Act of 2016 - House Bill 1011 ", May 19, 
2016, original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 1011: An Act to Enact the Retirement Technical 
Corrections Act of 2016", May 4, 2016, original of which is on file in the General Assembly's 
Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910 . 
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The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. • 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 23 , 2016 

David Vanderweide 
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~d~£na , ~ 
Department of State Treasurer 
JANET COWELL 

TREASURER 

N.C. DEPARTMENT OF STATE TREASURER 
RETIREMENT SYSTEMS DIVISION 

STEVE TOOLE 
RETIREMENT SYSTEMS DIRECTOR 

Technical Corrections Retirement System/Treasurer HB 1011 

The Department of State Treasurer aims to provide public employees and retirees, including 
teachers, police officers, firefighters, and public servants from all over the state with secure 
pensions and retirement. This legislative proposal incorporates provisions that will clarify 
interpretations of current law, conform to federal regulation and increase efficiency of 
administration of the retirement systems administered by the Department. 

Statutes Affe cted: 58-86-45; 128-25; 128-26(al); 135-5(g); 128-27(g); 135-5(m2); 128-27(m2); 135-
8(b)(5); 128-30(b)(4); 135-8(f); 128-30(g); 135-48.40(d)(13); 147-86.51(b)(3); 147-
86.52(c)(3); 147-86.50(b)(4); 147-86.51(d)(4) 

Primary Sponsors: Ross, McNeill, and Hardister 
Co-Sponsors: Floyd, Gill, Hurley, Reives, R. Turner 
Cost: This bill does not materially increase or decrease the liabilities or costs of the Retirement Systems. 
Type of Bill: Public Agency Bill requested by the Department of State Treasurer 

SECTION ONE: Clarify Service Purchase Provision for FRSWPF 
Clarifies wording of the service purchase provision of the Firefighters ' and Rescue Squad Workers ' 
Pension Fund (FRSWPF) with regard to which cost calculation to use, given the age of the member. 

• The long standing interpretation and administrative practice has been that the state policy set forth in the 
statute is to encourage members to purchase service when they are younger than 35 years old. To that 
end, the statute requires the Retirement System to charge members 35 or older more to purchase service. 
The change in this provision clarifies the wording of the statute regarding the availability of the lower 
cost calculation to existing, as well as new members of the fund . 

SECTION TWO: Repeals Outdated Statute 
Repeals a section of the Local Governmental Employees' Retirement System (LGERS) employer 
participation statutes that is no longer needed because Session Law 2015-168 amended G.S. 128-21 and 
G.S. 128-26(a) to disallow the granting ofretirement service credits for years that employees worked at 
a local government agency before the agency joined LGERS. The statute being repealed provided an 
optional procedure for employers to pay for that service credit. 

SECTION THREE: Uniformed Services Employment and Reemployment Rights Act (USERRA) 
Conforms a service purchase statute in LGERS to federal law related to the treatment of active duty 
military service and clarifies that the employer' s required payment includes the employer and employee 
portions of the service purchase. The Retirement System has handled these cases correctly under the 
federal law, but the LGERS statute has not been updated to reflect USERRA. 

SECTION FOUR: Beneficiary Selection When Member Dies While Filing For Retirement 
Provides that if a member dies after having filed an application for retirement, but before selecting 
payment options and selecting a beneficiary, the administrator or executor of the member' s estate may 

• 
select the an option and name the beneficiary or beneficiaries. This change clarifies how to handle a 
situation not explicitly named in the current statute and is consistent with similar statutes. 

3200 ATLANTIC AVENUE, RALEIGH, NORTH CAROLINA 27604 
Telephone (919) 814-4000 or (877) 627-3287 toll-free Fax (919) 855-5802 

www.myncretirement.com 



SECTION FIVE: Clarification of Transfer Benefit Irrevocability 
Clarifies long time interpretation and practice that choosing "transfer benefit" is an irrevocable option, 
just like selecting any other benefit payment option. 

SECTION SIX: Typo Correction & Conforming Change to Educational Leave 
Corrects a typo in a change made to educational leave for the Teachers ' and State Employees ' 
Retirement System (TSERS) in Session Law 2015-241 and makes a conforming change to the Local 
Governmental Employees ' Retirement System (LGERS), in order to simplify communication and 
administration of the two systems. 

SECTION SEVEN: Accounting Fund & Procedure for Penalty Assessment Clarification 
Clarifies that funds collected under the anti-pension spiking contribution-based benefit cap will be 
included in the Pension Accumulation Fund, which is consistent with other required employer payments. 
Additionally, clarifies that to receive a one-time exception to payment of the penalty for late payment of 
retirement contributions an agency must make arrangements in advance with the Retirement System. 

SECTION EIGHT: Typo Correction in Name of FRSWPF 
Corrects spelling of name of the Firefighters ' and Rescue Squad Workers ' Pension Fund (FRSWPF) 
name in the State Health Plan statute. 

• 

SECTION NINE: ABLE Program Definition of "Cash" • 
Clarifies the definition of "cash" in the Achieving a Better Life Experience (ABLE) Program Trust 
legislation passed in 2015 means "U.S. Dollars." 

SECTION TEN: ABLE Procurement Exception 
Clarifies that the ABLE procurement exception applies to all professional services needed to start up the 
program. 

SECTION ELEVEN: Conforms State ABLE Act to new Federal Law #1 of 2 
Conforms the state ABLE act passed in 2015 to changes made in the federal ABLE act by the U.S. 
Congress after the General Assembly adjourned. This change is necessary to ensure that residents from 
other states will not be prohibited from participating in the N.C ABLE program. This section repeals 
language that envisions a distinction between "contracting" and "contracting" states that is no longer 
needed because of the federal change. 

SECTION TWELVE: Conforms State ABLE Act to new Federal Law #2 of 2 
Similar to Section eleven, this provision conforms the state ABLE act passed in 2015 to changes made 
in the federal ABLE act by the U.S. Congress after the General Assembly adjourned. This change is also 
necessary to ensure that N.C. residents will not be prohibited from participating in the N.C ABLE 
program. This section repeals language that envisions a distinction between "contracting" and 
"contracting" states that is no longer needed because of the federal change. 
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HlOl l-ASH-20 [v.3] 

Amends Title [NO] 
First Edition 

Representative Ross 

NORTH CAROLINA GENERAL ASSEMBLY 
AMENDMENT 
House Bill 1011 

AMENDMENT NO. _ _,_/ __ 
(to be filled in by 
Principal Clerk) 

Page I of 2 

Date~ elf ,2016 

moves to amend the bill on page 7, line 48 through page 8, line 14, by rewriting the lines to read: 

"(5) The Board of Trustees may approve the purchase of creditable service by any 
member for leaves of absence or for interrupted service to an employer only for 
the sole purposes purpose of acquiring knowledge, talents, or abilities and 
increasing to increase the efficiency of service to the employer, subject to the 
provisions of this subdivision. A leave of absence or interrupted service may be 
approved for purchase under this subdivision for a period of employment as a 
teacher in a charter school. Any other leave of absence or interrupted service 
shall qualify for purchase under this subdivision only if (i) during the time of 
the leave or interrupted service the member is enrolled and participates in a 
full-time degree program at an accredited institution of higher education, (ii) the · 
member is not paid for the activity in which he or she is acquiring knowledge, 
talents, or abilities, and (iii) the service is not purchased for any month in which 
the member performed any services for any of the organizations listed in G.S. 
135-27(a) or G.S. 135-27(£), or a successor to any of those organizations. 
Approval by the Board under this subdivision shall be made prior to the 
purchase of the creditable service, is limited to a career total of six years for 
each member, and may be obtained in the following manner: 

II .... ' 

and on page 9, lines 7-11, by rewriting the lines to read: 

"(3) In the event the employee or employer contributions required under this section 
are not received by the date set by the Board of Trustees, Trustees and provided 
that a one-time exception has not been agreed upon in advance due to exigent 
circumstances, the Board shall assess the employer with a penalty, in lieu of 
interest, of I% per month with a minimum penalty of twenty-five dollars 
($25.00). The Board may"; 

and to amend the bill on page 10, lines 5-9, by rewriting the lines to read: 
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NORTH CAROLINA GENERAL ASSEMBLY 
AMENDMENT 
House Bill 1011 

AMENDMENT NO. 
(to be filled in by 

-----

HIOI l-ASH-20 [v .3] Principal Clerk) 
Page 2 of2 

"(3) In the event the employee or employer contributions required under this section 
are not- received by the date set by the Board of Trustees, Trustees and provided 
that a one-time exception has not been agreed upon in advance due to exigent 
circumstances, the Board shall assess the employer with a penalty, in lieu of 
interest, of ,1 % per month with a minimum penalty of twenty-five dollars 
($25.00). The Board may". 

SIGNE~ 
Amendment Sponsor 

SIGNED 
Committee Chaii'if Senate Committee Amendment 

ADOiffED FAILED TABLED ------- ------

' ' 
I • 

• 

•• 
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FAVORABLE 

HB 960 

HB 964 

HB 1027 

NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeil!, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

Retirement Creditable Service Charter Schools. 
Draft Number: None 
Serial Referral: 
Recommended Referral: 
Long Title Amended: 
Floor Manager: 

None 
None 
No 
R. Turner 

Commission Membership Winston-Salem Ret. Fund. 
Draft Number: None 
Serial Referral: 
Recommended Referral: 
Long Title Amended: 
Floor Manager: 

None 
None 
No 
Conrad 

Study Unfunded Liability/Retiree Health Fund. 
Draft Number: None 
Serial Referral : None 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Horn 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL 

HB 1011 Retirement Technical Corrections Act of 2016.-AB 
Draft Number: HI O I I-PCS I 0540-SH-65 
Serial Referral: None 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

TOTAL REPORTED: 4 

IU 111111111111111 II 
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House Committee on Pensions and Retirement 
Tuesday, May 31, 2016 at 10:00 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 10:00 AM on May 31 , 2016 in Room 
415 of the Legislative Office Building. Representatives L. Bell , Bishop, Elmore, Gill, Holley, 
Hurley, Lambeth, Langdon, McNeill, Michaux, Ross, and Waddell attended. 

Representative Stephen Ross Chair, presided. 

The following bills were considered: 
Representative Meyers presented HB 1135 Retirement Credits for Peace Corps Service. 
Representative Michaux moved for a favorable report. The committee voted in favor of the 
motion and the HB 1135 passed. 

Representative Ross HB 1137 Treasurer's 2016 Investment Admin. Representative Hurley 
proposed amendment HBl 137-ATV-25 [V.2]. The amendment passed. Representative Elmore 
presented a second amendment which made a technical correction on page 16, line 25 of the bill. 
Representative Elmore's amendment passed. After some discussion, Representative Lambeth 
motioned for an unfavorable report to the original bill and a favorable report to the proposed 
committee substitute. The committee voted in favor of the motion and HB 1137 passed. 

Representative McNeill presented HB 1134 Admin. Changes Retirement System/Treasurer. 
Representative Langdon motioned to have a proposed committee substitute. Representative 
Hurley proposed amendment HB1134-ASH-23[V.3] and the amendment passed. Representative 
Elmore proposed amendment HBl 134-ASH-21 [V.8] and HB1134-ASH-25[V.3]. After a lengthy 
discussion, Representative Elmore withdrew amendment HBl 134-ASH-21[V.8]. The committee 
voted in favor of adding amendment HB1134-ASH-25[V.3] , by show of hands 9-2. 
Representative Waddell motioned for an unfavorable report to the original bill, favorable to the 
proposed committee substitute, and recommended a referral to the House Committee on 
Appropriations. The committee voted in favor of the motion and HB 1134 passed. 

The meeting adjourned at 11 :30am . 
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House Committee on Pensions and Retirement 
Tuesday, May 31, 2016, 10:00 AM 

415 Legislative Office Building 

AGENDA 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. 
HB 1137 

HB 1135 

HB 1134 

Presentations 

Other Business 

Adjournment 

SHORT TITLE 
Treasurer's 2016 Investment Admin. 
Changes.-AB 

Retirement Credits for Peace Corps 
Service. 

Admin. Changes Retirement 
System/Treasurer. 

SPONSOR 
Representative Ross 
Representative Lambeth 
Representative Adcock 
Representative Hamilton 
Representative Meyer 
Representative Hom 
Representative G. Martin 
Representative Hardister 
Representative McNeill 
Representative Ross 
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• ATTENDANCE 
2016 House Committee on Pensions and Retirement 

(Name of Committee) 

DATES \D \D \D ...... ...... ...... 
I I I 

00 "'1" ...... ...... N r') 
I I I 

"'1" V) V) 

0 0 0 

Rep. McNeill X X X 

Rep. Ross X X X 

Rep. Michaux X X X 

Rep. L. Bell X X X 

Rep. Bishop X X X 

Rep. Blust A A A 

Rep. Elmore X X X 

Rep. Gill X X X 

Rep. Holley X X X - Rep. Hurley X X X 

Rep. Lambeth A X X 

Rep.Langdon X X X 

Rep. Waddell X X X 

Staff 

Clerk: Laura Sullivan X X X 

Clerk: Laura Spratley X X X 

Tawanda Foster X X X 

Lanier McRee A A A 

Theresa Matula X X X 

David Vanderweide X X X 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE-REFERRED 

HB 1134 Admin . Changes Retirement System/Treasurer. 
Draft Number: HI 134-PCS40635-SH-66 
Serial Referral: None 
Recommen~ded Referral: APPROPRIA'I!ONS 
Long Tit le Amended: No 
Floor Manager: McNeil! 

TOTAL REPORTED: I 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL 

HB 1137 Treasurer's 2016 Investment Adm in. Changes.-AB 
Draft Number: H 1137-PCS30507-TV-34 
Serial Referral: None 
Recommended Referral: None 
Long Title Amended: No 
Floor Manager: Ross 

TOTAL REPORTED: I 

I I I I 
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FAVORABLE 

HB 1135 

NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

Retirement Credits for Peace Corps Service. 
Draft Number: None 
Serial Referral: None 
Recommended Referral: 
Long Title Amended: 
Floor Manager: 

11111111 11111 

None 
No 
Meyer 

* C M R 6 6 6 - V - 3 * 

TOTAL REPORTED: I 
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HOUSE BILL 1135: 
Retirement Credits for Peace Corps Service. 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Reps. Meyer, Hom, G. Martin, Hardister 
Analysis of: First Edition 

Date: May 27, 2016 
Prepared by: Tawanda N. Foster 

Committee Co-Counsel 

SUMMARY: House Bill 1135 would allow for the purchase of creditable service in the state 
retirement systems at full cost for Peace Corps volunteer service. 

CURRENT LAW: G.S . 135-4 provides the standards for the calculation of creditable service for use 
by the Teachers' and State Employees Retirement System. G.S. 128-26 provides the standards for 
allowances for service for retirement purposes for county, city, and town employees. 

BILL ANALYSIS: The bill adds a new sub-section to allow teacher and state employee members of 
the retirement system who have served as Peace Corps volunteers to purchase up to five years of 
creditable service by making a lump sum payment to the Annuity Savings Fund. The member must 
have completed at least five years in the retirement system to qualify under this sub-section. 

The bill also allows county, city, and town employee members of the retirement system who have served 
as Peace Corps volunteers to purchase up to five years of creditable service by making a lump sum 
payment to the Annuity Savings Fund. The member must have completed at least five years in the 
retirement system to qualify under this sub-section. 

EFFECTIVE DA TE: The bill would become effective July 1, 2016 . 

Karen Cochrane-Brown 
Director 11111111111111111 IIIII IIII IIIIIIII IIIII IIIII I lllll llllll lllll llll lllllll llll llll lllll 1111111111111111111 

l egislative Analysis 
Division 

919-733-2578 H 1 1 3 5 - S M T V - 7 5 E 1 - V - 1 

This bill analysis was prepared by the nonpartisan legislative staff f or the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 1135 
1 

Short Title: Retirement Credits for Peace Corps Service. (Public) 

Sponsors: Representatives Meyer, Hom, G. Martin, and Hardister (Primary Sponsors). 
For a complete list of sponsors, ref er to the North Carolina General Assembly web site. 

Referred to: Pensions and Retirement 

May 23, 2016 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW FOR THE PURCHASE OF CREDITABLE SERVICE IN THE ST A TE 
3 RETIREMENT SYSTEMS AT FULL COST FOR PEACE CORPS VOLUNTEER 
4 SERVICE. 
5 The General Assembly of North Carolina enacts: 
6 SECTION 1. G.S. 135-4 is amended by adding a new subsection to read: 
7 "(kl} Credit at Full Cost for Peace Corps Volunteer Service. - Notwithstanding any other 
8 provisions of this Chapter, a member, upon completion of five years of membership service, may 
9 purchase creditable service for periods of service as a Peace Corps volunteer or volw1teer leader. 

IO The member shall purchase this service by making a lump sum amount payable to the Annuity 
11 Savings Fund equal to the full liability of the service credits calculated on the basis of the 
12 assumptions used for purposes of the actuarial valuation of the liabilities of the Retirement 
13 System; and the calculation of the amount payable shall take into account the retirement allowance 
14 arising on account of the additional service credit commencing at the earliest age at which the 
15 member could retire on an unreduced retirement allowance, as determined by the Board of 
16 Trustees upon the advice of the consulting actuary, plus an administrative fee to be set by the 
17 Board of Trustees. Creditable service purchased under this subsection shall not exceed a total of 
18 five years. Notwithstanding the foregoing provisions of this subsection that provide for the 
19 purchase of service credits, the terms "full cost," "full liability," and "full actuarial cost" include 
20 assumed annual post-retirement allowance increases, as determined by the Board of Trustees, from 
21 the earliest age at which a member could retire on an unreduced service allowance." 
22 SECTION 2. G.S . 128-26 is amended by adding a new subsection to read: 
23 "w Credit at Full Cost for Peace Corps Volunteer Service. - Notwithstanding any other 
24 provisions of this Chapter, a member, upon completion of five years of membership service, may 
25 purchase creditable service for periods of service as a Peace Corps volunteer or volunteer leader. 
26 The member shall purchase this service by making a lwnp sum amow1t payable to the Annuity 
27 Savings Fund equal to the full liability of the service credits calculated on the basis of the 
28 assumptions used for purposes of the actuarial valuation of the liabilities of the Retirement 
29 System; and the calculation of the amount payable shall take into account the retirement allowance 
30 arising on account of the additional service credit commencing at the earliest age at which the 
31 member could retire on an unreduced retirement allowance, as detennined by the Board of 
32 Trustees upon the advice of the consulting actuary, plus an administrative fee to be set by the 
33 Board of Trustees. Creditable service purchased under this subsection shall not exceed a total of 
34 five years. Notwithstanding the foregoing provisions of this subsection that provide for the 
35 purchase of service credits, the terms "full cost," "full liability," and "full actuarial cost" include 

I I 
3 5 - V - 1 * 
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1 assumed annual post-retirement allowance increases, as determined by the Board of Trustees, from 
2 the earliest age at which a member could retire on an unreduced service allowance." 
3 SECTION 3. This act becomes effective July 1, 2016. 

• 

• 
Page 2 House Bill 1135-First Edition 
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HOUSE BILL 1137: 
Treasurer's 2016 Investment Admin. Changes .. 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Reps. Ross, Lambeth, Adcock, Hamilton 
Analysis of: First Edition 

Date: May 27, 2016 
Prepared by: Tawanda N. Foster 

Committee Co-Counsel 

SUMMARY: House Bill 1137 would enact the Treasurer's Investment and Administrative Changes 
Act. The bill modernizes and updates the statutes governing the Department of the State Treasurer's 
office hours and scope of authority for investment programs, codifies key departmental policies, and 
consolidates statutory reporting requirements. 

BILL ANALYSIS: 

Section 1.1 excepts Saturdays and periods of travel from the State Treasurer are Office Hours, and 
makes technical changes. 

Section 1.2 updates the list of federally-backed entities eligible for investment in the Treasurer's 
investment-grade fixed income portfolio. This section also clarifies the existing statute by adding 
references to the terminology of each rating service when discussing credit ratings. 

Section 1.3 updates G.S. 147-69.2 to make technical corrections to the list of funds held by the State 
Treasurer. This section also standardizes the set of approved investment vehicle structures. The text 
added to subsection (b) specifies the percentage "caps" on each asset class are calculated according to 
the primary investment type or strategy utilized and makes clear that no investment counts in more than 
one asset class. 

Section 1.4(a) clarifies a third-party professional investment management firm, registered with the U.S . 
Securities and Exchange Commission must be selected to administer a special fund to invest the assets 
described in G.S. 147-69.2(b)(12(c.). 

Section 1.4(b) changes the Escheat fund from a valuation by an actuary to an assessment by a 
consultant. 

Section 1.5 makes a technical correction to delete a reference to a facsimile signature machine. 

Section 1.6 clarifies the State Treasurer must contractually establish the manner in which the master 
trust operates. 

Section 2.1 clarifies the investment programs for assets held by the State Treasurer may be invested 
collectively or separately at the State Treasurer's discretion and consistent with their fiduciary duties. 

This section requires when utilizing the State Treasurer's power to establish market-oriented 
compensation plans the authorization is limited and must be consistent with the State Treasurer's 
fiduciary duties . Also, this section makes technical and conforming changes. 

Section 2.2 clarifies the State Treasurer's fiduciary duties extends to cover all special funds in the 
Treasurer's care, all funds managed by the Treasurer, and not only the Retirement Systems . 

Karen Cochrane-Brown 
Director Ill llll lllll lllll lllll llll 11111111111111111 II lllll llllll lllll llll lllllll llll llll lllll 1111111111111111 111 

Legislative Analysis 
Division 

919-733-25 78 H 1 1 3 7 - S M T V - 7 6 E 1 - V - 4 

This bill analysis ivas prepared by the nonpartisan legislative staff/or the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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This section also clarifies the State Treasurer does not have a duty to provide advice to other • 
governmental agencies when agencies exercise discretionary control over the assets they deposit. 

Section 3 adds new sections to Article 6, Chapter 14 7 to do the following: 

• Require financial statements, audited by a commercial independent third-party firm, for the 
Retirement Systems investment program be prepared annually. 

• Make a conforming change to expand the scope of oversight by the Investment Advisory 
Committee to be consistent with the clarification of the scope of the fiduciary duty of the State 
Treasurer extending to all funds managed by the Treasurer. 

• Allow the Investment Advisory Committee to provide consultation on the Investment Policy 
Statement, covering investment objectives and strategy, asset classes and allocations, and 
evaluation criteria on a biennial basis. The State Treasurer would also be required to have an 
independent expert firm evaluation in making recommendations on governance, operation, and 
investment practices of the department at least once every four years. 

• Require the State Treasurer to adopt a code of ethics in consultation with the Investment 
Advisory Committee to ensure ethical management of the investment programs. 

Section 4.l(a) adds a new section governing reporting requirements by the Department of the State 
Treasurer to the General Assembly, Legislative Committees, the Governor, Council of State, and the 
State Auditor. This new section consolidates all the existing statutorily mandated reporting requirements 
of the department into one section of the General Statutes. 

Section 4.l(b) G.S . 147-68(d) is recodified in the new reporting section. N 
Section 4.l(c) repeals G.S . 147-69.l(e) now included in the new section on reporting requirements. 

Section 4.l(d) repeals G.S . 147-687 (dl}now included in the new section on reporting requirements. 

Section 4.2 makes technical and conforming changes to annual report requirements on new investment 
authority. 

Section 4.3 makes conforming changes to organization and reporting requirements. Sections 4.1 , 4.2, 
4.3 , and 4.4 become effective July I, 2016 and apply to all reporting periods beginning on or after that 
date. 

EFFECTIVE DA TE: Except as otherwise provided, this bill would become effective January 31 , 
2017. 

• 
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Hl 137-ATV-25 [v.2] 

Amends Title [NO] 
First Edition 

Representative 

NORTH CAROLINA GENERAL ASSEMBLY 
AMENDMENT 
House Bill 1137 

AMENDMENT NO. 
(to be filled in by 
Principal Clerk) 

1 moves to amend the bill on page 10, line 1 by rewriting the line to read : 

----

Page 1 of 1 

2 "invest assets described in G.S. 147-69.2(b){l2)c. and select investment opportunities appropriate 
3 for" 
4 
5 And on page 17, line 27 by rewriting the line to read: 
6 "SECTION 4.4. Sections 4.1, 4.2, 4.3, and 4.4 become effective July 1, 2016, and apply to all 
7 reporting". 
8 
9 

SIGNED --------------------
Amendment Sponsor 

SIGNED 
Committee Chair if Senate Committee Amendment 

ADOPTED FAILED TABLED ------- ------
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NORTH CAROLINA GENERAL ASSEMBLY AMENDMENT 

(Please type or use ballpoint pen) 

EDITION No. _____ _ 

I) 31 H. B. No. ------''-'--------'~--

S. B. No. ______ _ 

COMMITTEE SUBSTITUTE __ _ 

Amendment No. ______ _ 
(to be filled in by 
Principal Clerk) 

~ - --t:""-'l'-'-m-'---'--(X--=u'-----------------
sen.) 

1 moves to amend the bill on page ____ / {_p=-------, line __ q~T'~ - ------
2 ( ) WHICH CHANGES THE TITLE 

3 by okle:b \'\ '?t {J\ e ltvtrfd 
4 /~.s_''y 
5 

6 

9 

10 _______________________________ _ 

11 --------------~-----------------

12 _______________________________ _ 

13 ___ ______________ ~ ------- -------

14 _ _ _________________ ____________ _ 

15 _________________________ ______ _ 

16 _______________________________ _ 

17 _______________________________ _ 

ADOPTED ________ FAILED ____ _ _ _ _ TABLED _______ _ 

PRINCIPAL CLERK'S OFFICE (FOR ENGROSSMENn 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 1137 
1 

Short Title: Treasurer's 2016 Investment Admin. Changes.-AB (Public) 

Sponsors: Representatives Ross, Lambeth, Adcock, and Hamilton (Primary Sponsors). 
For a complete list of sponsors, ref er to the North Carolina General Assembly web site. 

Refen-ed to: Pensions and Retirement 

May 23, 2016 

A BILL TO BE ENTITLED 
AN ACT TO ENACT THE TREASURER'S 2016 INVESTMENT AND ADMINISTRATIVE 

CHANGES ACT. 
The General Assembly of North Carolina enacts: 

PART I. UPDATE STATUTES FOR TODA Y'S MARKET 
SECTION 1.1. G.S. 147-66 reads as rewritten: 

"§ 147-66. Office and office hours. 
The Treasurer shall keep his or her office at the City of Raleigh, and shall attend there between 

the hours of 10 o'clock A.M. and three o'clock P.M., SundaysSaturdays. Sundays, periods of 
travel. and legal holidays excepted. HeThe Treasurer shall be allowed such office room as may be 
necessary." 

SECTION 1.2. G.S. 147-69.l(c) reads as rewritten: 
"(c) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated in 

subsection (b) of this section in excess of the amount required to meet the cun-ent needs and 
demands on such funds, selecting from among the following: 

(I) Obligations of the United States or obligations fully guaranteed both as to 
principal and interest by the United States. 

(2) Obligations of the Federal financing Bank, the Federal Fann Credit Bank, the 
Federal Home Loan Banks, the Federal Home Loan Mortgage Corporation, 
Fannie Mae, the Government National Mortgage Association, the Federal 
Housing Administration, the Fanners Home Administration, the United States 
Postal Service, the Export Import Bank, the International Bank for 
Reconstruction and Development, the International Finance Corporation, the 
Inter-American Development Bank, the Asian Development Bank, and the 
African Development Bank, and the Student Loan Marketing Association.Bank. 

(7) Prime quality commercial paper bearingthat. when acquired, bears the highest 
ratmgrating, such as a minimum of "Pl," "Al," or "Fl," of at least one 
nationally recognized rating service designated by the U.S. Securities and 
Exchange Commission. and does not bearingbear a rating below the highest by 
any nationally recognized rating service which rates the particular obligation. 

(8) Bills of exchange or time drafts drawn on and accepted by a commercial bank 
and eligible for use as collateral by member banks in ban-owing from a federal 
reserve bank, provided that when bills or drafts are acquired. the accepting bank 

II 1111 11 
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or its holding company is either (i) incorporated in the State of North Carolina 
or (ii) has outstanding publicly held obligations bearing!hat bear the highest 
Fa:tmgrating, such as a minimum of "Pl," "Al," or "Fl," of at least one 
nationally recognized rating service designated by the U.S. Securities and 
Exchange Commission, and do not ~ a rating below the highest by 
any nationally recognized rating service which rates the particular obligations. 

(9) Asset-backed securities (whether considered debt or equity) provided they 
provided, when acquired, the securities bear the highest Fatmgrating, such as 
"AAA" or "Aaa," of at least one nationa11y recognized rating service designated 
by the U.S. Securities and Exchange Commission, and do not bear a rating 
below the highest rating by any nationally recognized rating service which rates 
the particular securities. 

(10) Corporate bonds and notes provided they!hey, when acquired, bear the highest 
ffiti.Rgrating, such as "AAA" or "Aaa," of at least one nationally recognized 
rating service designated by the U.S. Securities and Exchange Commission, and 
do not bear a rating below the highest by any nationally recognized rating 
service which rates the particular obligation." 

SECTION 1.3. G.S. 147-69.2 reads as rewritten: 
"§ 147-69.2. Investments authorized for special funds held by State Treasurer. 

(a) This section applies to funds held by the State Treasurer to the credit of each of the 
following: 

Page 2 

(l) The Teachers' and State Employees' Retirement System.System of North 
Carolina. 

(2) The Consolidated Judicial Retirement System.System of No1ih Carolina. 
(3) The State Health Plan for Teachers and State Employees. 
(4) The General Assembly Medical and Hospital Care Plan. 
(5) The Disability Salary Continuation P-1-aft.Income Plan ofN01ih Carolina. 
(6) The North Carolina Firefighters' and Rescue Squad Workers' Pension Fund. 
(7) The North Carolina Local Governmental Employees' Retirement System. 
(8) The Legislative Retirement System.System of North Carolina. 
(9) The Escheat Fund. 
(10) The Legislative Retirement Fund. 
( 1 J) The State Education Assistance Authority. 
(12) The State Prope1iy Fire Insurance Fund. 
8:-J.) The Stock Workers' Compensation Fund. 
fl-41 The Mutual ',Vorkers' Compensation Fund. 
(15) The Public School Insurance Fund. 
(16) The Liability Insurance Trust Fund. 
(16a) The University of North Carolina Hospitals at Chapel Hill funds, except 

appropriated funds, deposited with the State Treasurer pursuant to 
G.S. 116-37.2. 

(17) Trust funds of The University of North Carolina and its constituent institutions 
deposited with the State Treasurer pursuant to G.S. 116-36.1. 

(17a) Nmih Carolina Veterans Home Trust Fund. 
(17b) Nmih Carolina National Guard Pension Fund. 
(17c) Retiree Health Benefit Fund. 
(17d) The Election Fund. 
(17e) The North Carolina State Lottery Fund. 
(17f) Funds deposited with the State Treasurer by public hospitals pursuant to 

G.S. 159-39(g). 
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(17g) 

(17h) 
(17i) 
(17j) 
(18) 

Funds deposited with the State Treasurer by Local Government Other 
Post-Employment Benefits Trusts pursuant to G.S. 159-30.1. 
The Local Government Law Enforcement Special Separation Allowance Fund. 
The Nmth Carolina Conservation Easement Endowment Fund. 
The Conservation Grant Fund. 
Any other special fund created by or pursuant to law for purposes other than 
meeting appropriations made pursuant to the Executive Budget Act. 

(19) The Swain County Settlement Trust Fund. 
(20) Institutional funds of the colleges of the North Carolina Community College 

System. 
(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated in 

subsection (a) of this section in excess of the amount required to meet the current needs and 
demands on such funds. The State Treasurer may invest the funds as provided in this 
subsection.subsection in the manner authorized by subsection (e) of this section. If an investment 
was authorized by this subsection at the time the investment was made or contractually committed 
to be made, then that investment shall continue to be authorized by this subsection, and none of 
the percentage or other limitation on investments set forth in this subsection shall be construed to 
require the State Treasurer to subsequently dispose of the investment or fail to honor any 
contractual commitments as a result of changes in market values, ratings, or other investment 
qualifications. For purposes of computing market values on which percentage limitations on 
investments in this subsection are based, all investments shall be valued as of the last date of the 
most recent fiscal quarter. Notwithstanding anything in this section to the contrary, the State 
Treasurer shall categorize investment management arrangements according to the primary 
investment type or primary strategy utilized under the arrangement authorized under subsection (e) 
of this section. No investment management arrangement may be categorized in more than one of 
the subdivisions of this section. 

(]) Investments authorized by G.S. 147-69.l(c)(l)-(7). 
(2) General obligations of other states of the United States. 
(3) General obligations of cities, counties and special districts in North Carolina. 
(4) Obligations of any company, other organization or legal entity incorporated or 

otherwise created or located within or outside the United States, including 
obligations that are convettible into equity securities, #if, when acquired, the 
obligations bear one of the four highest ratings of at least one nationally 
recognized rating service when acquired.are within one of the hour highest 
rating categories regardless of gradations, such as ratings beginning with 
"AAA," "AA," "A," or either "BBB" or "Baa," of at least one nationally 
recognized rating service designated by the U.S . Securities and Exchange 
Commission. 

(5) 
(6) 

Repealed by Session Laws 2001-444, s. 2, effective October 1, 2001. 
Asset-backed securities (whether considered debt or equity) provided they bear 
ratings byeguity), if, when acquired, the obligations are within one of the four 
highest ratings categories regardless of gradations, such as ratings beginning 
with "AAA," "AA," "A," or either "BBB" or "Baa," of at least one nationally 
recognized rating services as provided in G.8. 147 69.2(b)(4).service 
designated by the U.S. Securities and Exchange Commission. 

(6a) In addition to the limitations and requirements with respect to the investments 
of the Retirement Systems set forth in this subsection, the State Treasurer shall 
select investments of the assets of the Retirement Systems such that 
investments made pursuant to subdivisions (b )(]) through (6) of this section 
shall at all times equal or exceed twenty percent (20%) of the market value of 
all invested assets of the Retirement Systems. 
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f6l:B Investments pursuant to subdivisions (b)( l) through (6) of this section may be 
made directly by the State Treasurer, through investment companies registered 
under the Investment Company Act of 1940, individual, common, or collective 
trust funds of banks and trust companies, group trusts and limited partnerships, 
limited liability companies or other limited liability investment vehicles that 
invest primarily in investments authorized by subdivisions (1) through (6) of 
this subsection, or through contractual arrangements in 'Nhich the investment 
manager has full and complete discretion and authority to invest assets 
specified in such arrangements in investments authorized by subdivisions (b)(l) 
through (6) of this section, provided for each indirect investment, the 
investment manager has assets under management of at least one hundred 
million dollars ($100,000,000). 

(6c) With respect to Retirement Systems' assets referred to in subdivision (b)(8), 
they may be investedinvested, within or outside the United States, in 
obligations, debt securities, and asset-backed securities,securities, whether 
considered debt or equity, including obligations and securities convertible into 
other securities, that do not meet the requirements of any of subdivisions (b )( 1) 
through (6) of this section nor subdivision (b )(7) of this section, provided such 
investments are made through investment companies registered under the 
Investment Company Act of 1940, individual, common, or collective trust 
funds of banks and trust companies, group trusts and limited partnerships, 
limited liability companies or other limited liability investment vehicles that 
invest primarily in investments authorized by this subdivision and through 
contractual arrangements in \vhich the investment manager has full and 
complete discretion and authority to invest assets specified in such 
arrangements in investments authorized by this subdivision, provided the 
investment manager for each investment pm~suant to this subdivision has assets 
ander management of at least one hundred million dollars ($100,000,000) and 
provided that the investments authorizedsection. The amount invested under 
this subdivision shall not exceed seven and one-half percent (7.5%) of the 
market value of all invested assets of the Retirement Systems. 

(7) With respect to Retirement Systems' assets referred to in subdivision (8) of this 
subsection, (i) insurance contracts that provide for participation in individual or 
pooled separate accounts of insurance companies, (ii) group trusts, (iii) 
individual, common, or collective trust funds of banks and trust companies, (iv) 
real estate investment trusts, (v) investment companies registered under the 
Investment Company l..ct of 1940, (vi) limited partnerships, limited liability 
companies, or other limited liability investment vehicles, and (vii) contractual 
arrangements in which the investment manager has discretion and authority to 
invest assets specified in such arrangements in investments authorized by this 
subsection; provided the investment manager has assets under mm1agement of 
at least one hundred million dollars ($100,000,000); provided such investment 
assets are subsection may be invested in strategies managed primarily for the 
purpose of investing in or owning real estate or related debt financing, 
excluding asset-backed financing,financing and timberlands, located within or 
outside the United States; and provided that the investments authorized 
byStates. The amount invested under this subdivision shall not exceed ten 
percent (I 0%) of the market value of all invested assets of the Retirement 
Systems. 

(8) With respect to assets of the Teachers' and State Employees' Retirement 
System, the Consolidated Judicial Retirement System, the Firefighters' and 
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(9) 

Rescue Workers' Pension Fund, the Local Governmental Employees' 
Retirement System, the Legislative Retirement System, the North Carolina 
National Guard Pension Fund, the Registers of Deeds' Supplemental Pension 
Fund, and the Retiree Health Benefit Fund (hereinafter referred to collectively 
as the Retirement Systems), and assets invested pursuant to subdivision (b2) of 
this section, they may be invested in a strategy composed primarily of equity 
securities traded on a public securities exchange or market organized and 
regulated pursuant to the laws of the jurisdiction of such exchange or market 
and issued by any company incorporated or otherwise created or located within 
or outside the United States; provided the investments meet the conditions of 
this subdivision . The investments authorized for the Retirement Systems under 
this subdivision cannot exceed sixty five percent (65%) of the market value of 
all invested assets of the Retirement Systems. 
The assets authorized under this subdivision may be invested directly by the 
State Treasurer in any equity securities authorized by this subdivision for the 
primary purpose of approximating the movements of a nationally recognized 
and published market benchmark index. No more than one and one half percent 
(1.5%) of the market value of the Retirement Systems' assets that may be 
invested directly under this subdivision can be invested in the stock of a single 
corporation, and the total number of shares in that single corporation cannot 
exceed eight percent (8%) of the issued and outstanding stock of that 
corporation. 
So long as each investment manager has assets under management of at least 
one hundred million dollars ($100,000,000), the assets authorized under this 
subdivision may also be invested through any of the follo•.ving:are subject to the 
following limitations: 
a-: Investment companies registered tmder the Investment Company Act of 

1940; individual, common, or collective trust funds of banks and trust 
companies; and group trusts that invest primarily in investments 
authorized by this subdivision. 

~ The aggregate amount of such investments cannot exceed sixty-five 
percent (65%) of the market value of all invested assets of the 
Retirement Systems. 

b. Limited partnerships, limited liability companies, or other limited 
liability investment vehicles that are not publicly traded and invest 
primarily in investments authorized by this subdivision. Investments 
under this sub subdivisionThe aggregate amount of the investment 
invested through investment companies described in sub-subdivision 
( e )( 4 )b. of this section shall not exceed eight and one-half percent 
(8.5%) of the market value of all invested assets of the Retirement 
Systems.Systems, except that the market value of group trusts and 
individual, common, or collective trust funds of banks and trust 
companies shall not be applied against this limit. 

&.- Contractual arrangements in which investment managers have full and 
complete discretion and authority to invest assets specified in such 
contractual arrangements in investments a'dthorized by this subdivision. 

With respect to Retirement Systems' assets, as defined in subdivision (b)(8) of 
this subsection, they may be invested in interests in limited partnerships, limited 
liability companies, or other limited liability investment vehicles that are not 
publicly traded if the primary purpose of the limited partnership, limited 
liability company, or other limited liability investment vehicle is (i) to invest in 
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(9a) 

(10) 
(1 Oa) 

(i) a strategy composed primarily of private equity, or corporate buyout 
transactions, within or outside the United States or (ii) an arrangement 
authorized under subsection (e) of this section with the primary purpose to 
engage in other strategies not expressly authorized by any other subdivision of 
this subsection. The amount invested under this subdivision shall not exceed 
eight and three-quarters percent (8.75%) of the market value of all invested 
assets of the Retirement Systems. 
With respect to Retirement Systems' assets, as defined in subdivision (b)(8) of 
this subsection, they may be invested in inflation linked bonds, timberlands, 
commodities,invested, within or outside the United States, in obligations, debt 
securities, asset-backed securities, whether considered debt or equity, and other 
investments that are acquired by the Treasurer for the primary purpose of 
providing protection against risks associated with inflation, provided such 
investments are made through investment companies registered under the 
Investment Company Act of 1940, individual, common or collective trust funds 
of banks and trust companies, group trusts and limited partnerships, limited 
liability companies or other limited liability investment vehicles that invest 
primarily in investments authorized by this subdivision and through contractual 
arrangements in which the investment manager has full and complete discretion 
and authority to invest assets specified in such arrangements in investments 
authorized by this subdivision, provided the investment manager for each 
investment pursuant to this subdivision has assets under management of at least 
one hundred million dollars ($100,000,000) and provided that the investments 
authorizedalong with timberland, natural resources, commodities, 
infrastructure, transportation, agriculture, and other tangible and intangible real 
assets. The amount invested under this subdivision shall not exceed seven and 
one-half percent (7.5%) of the market value of all invested assets of the 
Retirement Systems. Notvrithstanding anything in this subsection to the 
contrary, the investments authorized by this subdivision shall not be included in 
any subdivision other than this subdivision for purposes of the percentage 
investment limitations therein or otherwise. 
Recodified as part of subdivision (b )(9) by Session Laws 2000-160, s. 2. 
With respect to Retirement Systems' assets, as defined in subdivision (8) of this 
subsection, the market value of any of subdivision (6c) or (7), sub-subdivision 
b. of subdivision (8), or subdivision (9) or (9a) of this subsection shall not 
exceed ten percent (10%) of the market value of all invested assets of the 
Retirement Systems; and the aggregate market value of all assets invested 
pursuant to subdivisions (6c) and (7), sub-subdivision b. of subdivision (8), and 
subdivisions (9) and (9a) of this subsection shall not exceed thirty-five percent 
(35%) of the market value of all invested assets of the Retirement Systems.--+h:e 
quarterly report provided by the Treasurer pursuant to G.S. 147 68(dl) shall 
include a specific listing of all direct and indirect placement fees, asset fees, 
perfonnance fees, and any other money management fees incurred by the State 
in the management of subdivisions (6c) and (7), sub subdivision b. of 
subdivision (8), and subdivisions (9) and (9a) of this subsection. In the event 
that the market value of any of subdivision (6c) or (7), sub subdivision b. of 
subdivision (8), or subdivision (9) or (9a) of this subsection increases during a 
fiscal year by an an1ount greater than three percent (3%) of the market value of 
all invested assets of the Retirement Systems as of the prior fiscal year end, 
then the quarterly report provided by the Treasurer pursuant to G.S. 147 68(dl) 
shall describe how that increase complies with the duties described in G.S. 
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I 147 69.7 and the consequent eJ,pected impact on the risk profile of the 
2 Retirement Systems' assets . • 3 (11 ) Repealed by Session Laws 2013-360, s. 6.3(c), effective July I, 2013 . 
4 (12) It is the intent of the General Assembly that the Escheat Fund provide a 
5 perpetual and sustainable source of funding for the purposes authorized by the 
6 State Constitution. Accordingly, the following provisions apply: 
7 a. With respect to assets of the Escheat Fund, in addition to those 
8 investments authorized by subdivisions (1) through (6) of this 
9 subsection, up to ten percent (10%) of such assets may be invested in 

10 the investments authorized under subdivisions (6c) through (9a) of this 
11 subsection, notwithstanding the percentage limitations imposed on the 
12 Retirement Systems' investments under those subdivisions.subdivisions, 
13 and provided that the State Treasurer may invest the assets as provided 
14 in subsection (e) of this section. 
15 &. The State Treasurer shall engage a third party professional actuary or 
16 consultant to conduct a valuation and projection of the financial status 
17 of the Escheat Fund. The associated costs for the services may be 
18 directly charged to the Escheat Fund. The State Treasurer shall 
19 communicate the valuation of the actuary or consultant in an annual 
20 report to the Governor, the Speaker of the House of Representatives, the 
21 President Pro Tempore of the Senate, and the chairs of the respective 
22 appropriations and appropriate substantive committees of each chamber. 
23 The annual report shall evaluate claims by ow11ers upon the Escheat 
24 Fund, current and projected investment returns, and projected 
25 contributions to the Escheat Fund. In the report, the State Treasurer shall 
26 assess the status of utilizing the Escheat Fund as an endov.:ment fund 
27 and shall recommend an annual amount available for the funding of 
28 scholarships, loans, and grants from the Fund. The annual report shall 
29 be presented no later than December 31 of each year. 
30 c. The State Treasurer shall invest, in addition to those investments 
31 authorized by subdivision (12) of this subsectionsub-subdivision a. of 
32 this subdivision, ten percent (10%) of the net assets of the Escheat Fund 
33 as authorized under G.S. 147-69.2A. 
34 (b l ) With respect to investments authorized by subdivisions (b)(7), (b)(8), and (b)(9) of this 
35 section, the The State Treasurer shall appoint an Investment Advisory Committee, which shall 
36 consist of seven members: the State Treasurer, who shall be chairman ex officio; two members 
37 selected from among the members of the boards of trustees of the Retirement Systems; and four 
38 members selected from the general public. The four publicAll appointed members must have 
39 experience in areas relevant to the administration of a large, diversified investment program, 
40 including, but not limited to, investment management, securities law, real estate development, or 
41 absolute return strategies. The State Treasurer shall also appoint a Secretary of the Investment 
42 Advisory Committee who need not be a member of the committee. Members of the committee 
43 shall receive for their services the same per diem and allowances granted to members of the State 
44 boards and commissions generally. The committee shall have advisory powers only and 
45 membership shall not be deemed a public office within the meaning of Article VI, Section 9 of the 
46 Constitution of North Carolina or G.S. 128-1. I . 
47 (b2) The State Treasurer may invest funds deposited pursuant to subdivision (a)(17f) of this • 48 section in any of the investments authorized under subdivisions (b )( 1) through ( 6), subdivision 
49 (b )( 6c ), and subdivision (b )(8) of this section, notwithstanding the percentage limitations imposed 
50 on the Retirement Systems' investments therein. The State Treasurer may require a minimum 
51 deposit, up to one hundred thousand dollars ($100,000), and may assess reasonable fees, not to 
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1 exceed 15 basis points per annum, as a condition of participation pursuant to this subsection. 
2 Funds deposited pursuant to this subsection by a hospital shall remain the funds of that hospital, 
3 and interest or other investment income earned thereon shall be prorated and credited to the 
4 contributing hospital on the basis of the amounts thereof contributed, figured according to sound • 5 accounting principles. Fees assessed by the State Treasurer may be used to defray the cost of 
6 administering investments pursuant to this subsection.subsection and expenditures authorized 
7 under this section. 
8 (b3) The State Treasurer may invest funds deposited pursuant to subdivision (a)(l6a) of this 
9 section in any of the investments authorized under subdivisions (1) through ( 6), subdivision ( 6c) 

10 and subdivision (b )(8) of this section, notwithstanding the percentage limitations imposed on the 
11 Retirement Systems' investments therein. The State Treasurer may require a minimum deposit, up 
12 to one hundred thousand dollars ($100,000), and may assess reasonable fees, not to exceed 15 
13 basis points per annum, as a condition of participation pursuant to this subsection. Funds deposited 
14 pursuant to this subsection by the University of North Carolina Hospitals at Chapel Hill shall 
15 remain the funds of the University ofN011h Carolina Hospitals at Chapel Hill, and interest or other 
16 investment income earned thereon shall be prorated and credited to the University of No11h 
17 Carolina Hospitals at Chapel Hill on the basis of the amounts thereof contributed, figured 
18 according to sound accounting principles. Fees assessed by the State Treasurer may be used to 
19 defray the cost of administering investments pursuant to this subsection.subsection and 
20 expenditures authorized under this section. 
21 (b4) In addition to the investments authorized under subdivisions (b)(l) through (6) of this 
22 section, the State Treasurer may invest funds deposited pursuant to subdivision (17g) of 
23 subsection ( a) of this section in any of the investments authorized under subdivisions (b )( 6c) and 
24 (b )(8) of this section, notwithstanding the percentage limitations imposed on the Retirement 
25 Systems' investments therein. Funds deposited pursuant to this subsection by a Local Government 
26 Other Post-Employment Benefits Trust and interest or other investment income earned from those 
27 funds shall be prorated and credited to the contributing trust on the basis of the amow1ts 

N 
28 contributed, figured according to sound accounting principles. For investments under subdivisions 
29 (b)(6c) and (b)(8) of this section, the State Treasurer may require a minimum deposit ofup to one 
30 hundred thousand dollars ($100,000) and may assess reasonable fees of up to 15 basis points per 
31 annum as a condition of participation pursuant to this subsection. Fees assessed by the State 
32 Treasurer may be used to defray the costs of administering the FttH&.-Fund and expenditures 
33 authorized under this section. 
34 (b5) In addition to the investments authorized under subdivisions (b)(l) through (6) of this 
35 section, the State Treasurer may invest funds deposited in the Local Government Law 
36 Enforcement Special Separation Allowance Fund in any of the investments authorized under 
37 subdivisions (b)(6c) and (b)(8) of this section, notwithstanding the percentage limitations imposed 
38 on the Retirement Systems' investments therein. For investments from that Fund made under 
39 subdivisions (b)(6c) and (b)(8) of this section, the State Treasurer may require a minimum deposit 
40 of up to one hundred thousand dollars ($100,000) and may assess reasonable fees of up to 15 basis 
41 points per annum as a condition of making the investment. The fee may be used to defray the costs 
42 of administering the Fun4Fund and expenditures authorized under this section. 
43 (c) Repealed by Session Laws 1995, c. 501, s. 2. 
44 (d) The State Treasurer may invest funds deposited pursuant to subdivisions (a)(l 7i) or 
45 (a)(l 7j) of this section in any of the investments authorized under subdivisions (1) through (6) and 
46 subdivision (8) of subsection (b) of this section. The State Treasurer may require a minimwn 
47 deposit, up to one htmdred thousand dollars ($100,000), and may assess a reasonable fee, not to 
48 exceed 15 basis points, as a condition of participation pursuant to this subsection. Fees assessed by 
49 the State Treasurer may be used to defray the costs of administering the funds and expenditures • 50 authorized under this section. Funds deposited pursuant to this subsection shall remain the funds 
51 of the North Carolina Conservation Easement Endowment Fund or the Conservation Grant Fund, 
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1 as applicable, and interest or other investment income earned thereon shall be prorated and 
2 credited to the North Carolina Conservation Easement Endowment Fund or the Conservation 
3 Grant Fund on the basis of the amounts contributed to the respective Funds, figured according to 
4 sound accounting principles. 
5 W Investments made pursuant to this section may be made as internally managed 
6 investments by the State Treasurer or may be made through third-party investment management 
7 aITangements, under the following conditions: 
8 ill Internally managed portfolios shall be subject to industry standard portfolio 
9 guidelines developed with periodic consultation by the Investment Advisory 

1 0 Committee. 
11 
12 
13 
14 
15 
16 
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28 
29 
30 
31 
32 
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ill 

ill 

In assessing whether to invest directly or to utilize indirect third-party 
investment management arrangements, the State Treasurer shall consider all 
material factors he or she considers relevant to the decision consistent with the 
Treasurer's fiduciary duties under G.S. 147-69.7, including financial, 
operational, and investment expertise and resources, alignment of interests and 
investor protections, transparency and repeatability of investment process, risk 
controls, and cost-effectiveness. 
For any third-party investment management arrangements, the investment 
manager must have total assets under management of at least one hundred 
million dollars ($100,000,000) at the inception of the investment management 
arrangement with the State Treasurer. 
Third-party investment management arrangements may be with persons and 
legal entities located within or outside the United States, including through any 
of the following: 

Contractual airnngements in which the investment manager has 
delegated discretion and authority to invest assets. 
Investment companies as defined under United States generally 
accepted accounting principles as promulgated by the Financial 
Accounting Standards Board, including without limitation entities 
registered under the Investment Company Act of 1940; individual, 
common, or collective trust funds of banks and trust companies; limited 
partnerships; limited liability companies, or other limited liability 
investment vehicles; and insurance contracts that provide for 
participation in individual or pooled separate accounts of insurance 
compames. 

Any limited liability investment vehicles organized by the State Treasurer shall be deemed 
investment companies for the purposes of this subsection. 

ill Investment companies shall provide annual audited financial statements to the 
State Treasurer, unless the State Treasurer waives the requirement after 
conducting a cost-benefit analysis . 

.(fil In connection with any investment otherwise authorized under this section, the 
State Treasurer may enter into an indemnification agreement provided that, 
under any agreement, the liability of the State Treasurer will be limited to the 
amount of the State Treasurer's contractual investment." 

SECTION 1.4.(a) G.S. 147-69.2A(a) reads as rewritten: 
"§ 147-69.2A. Investments; special funds held by the State Treasurer. 

(a) Fim1 to Administer Special Fund. - Following a public procurement process, a 
designee of the Governor, a designee of the State Treasurer, a designee of the Speaker of the 
House of Representatives, and a designee of the President Pro Tempore of the Senate shall jointly 
and unanimously select a third-party professional investment management finn, registered with 
the U.S. Securities and Exchange Commission, to administer the Funda special fund created to 
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1 invest assets described in G.S. 147-69.2(12)(c) and select investment opportunities appropriate for 
2 receiving allocations from the Fund on the basis of potential return on investment and the risks 
3 attendant thereto. The State Treasurer shall assign professional and clerical staff to assist in the 
4 oversight of the Fund. All costs for the third-party inveshnent management firm and the • 5 professional and clerical staff shall be borne by the Fund pursuant to G.S. 147-69.3(±). The State 
6 Treasurer shall discharge his or her duties with respect to the Fund as a fiduciary consistent with 
7 the provisions of applicable law, including, without limitation, G.S . 36E 3.G.S. 147-69.7." 
8 SECTION 1.4.(b) G.S. 147-69.2A(d) reads as rewritten: 
9 "(d) Report on Escheat Fund Valuation.Financial Status. - The State Treasurer shall engage 

1 O a third-party professional actuary or consultant to conduct a valuationan assessment and projection 
1 I of the financial status of the Escheat Fund. The associated costs for the services may be directly 
12 charged to the Escheat Fund. The State Treasurer shall communicate the valuation of the actuary 
13 erassessment of the consultant in an annual report to the Governor, the Speaker of the House of 
14 Representatives, the President Pro Tempore of the Senate, and the chairs of the respective 
15 appropriations and appropriate substantive committees of each chamber. The annual report shall 
16 evaluate claims by owners upon the Escheat Fund, current and projected investment returns, and 
17 projected contributions to the Escheat FttruhFund, current and projected legislative appropriations, 
18 and authorized expenses. In the report, the State Treasurer shall assess the status of utilizing the 
19 Escheat Fund as an endowment fund and shall recommend an annual amount available for the 
20 funding of scholarships, loans, and grants from the Fund. The annual report shall be presented no 
21 later than December 31 of each year." 
22 SECTION 1.5. G.S. 147-75 reads as rewritten: 
23 "§ 147-75. Deputy to act for Treasurer. 
24 The Treasurer may authorize a deputy to perform any duties pertaining to the office. The 
25 Treasurer may authorize a deputy to affix the Treasurer's signature to any check, warrant or any 
26 other instrument the Treasurer is required to sign by use of the facsimile signature machine or 
27 device during the Treasurer's absence or disability.sign. The Treasurer shall be responsible for the N 
28 conduct of his or her deputies." 
29 SECTION 1.6. G.S. 147-78.1 reads as rewritten: 
30 "§ 147-78.l. Good faith deposits; use of master trust. 
31 Notwithstanding any other provision of law, the State Treasurer is authorized to select a bank 
32 or trust company as master rt·ustee to hold cash or securities to be pledged to the State when 
33 deposited with h-i-mthe State Treasurer pursuant to statute or at the request of another State agency. 
34 Securities may be held by the master trustee in any form that, in fact, perfects the security interest 
35 of the State in the securities. The State Treasurer shall by rule or regulationcontractually establish 
36 the manner in which the master trust shall operate. The master trustee may charge reasonable fees 
3 7 for services rendered to each person who deposits the cash or securities with the State." 
38 
39 PART II. UPDATES TO THE STATE TREASURER'S INVESTMENT PROGRAMS 
40 SECTION 2.l. G.S. 147-69.3 reads as rewritten: 
41 "§ 147-69.3. Administration of State Treasurer's investment programs. 
42 (a) The State Treasurer shall establish, maintain, administer, manage, and operate within 
43 the Deparhnent of State Treasurer one or more investment programs for the deposit and 
44 investment of assets pursuant to the provisions of G.S. 147-69.1 and G.S. 147-69.2. Different 
45 Retirement Systems and other funds held by the State Treasurer may be invested collectively or 
46 separately in the State Treasurer's discretion consistent with the fiduciary duties stated in 
47 G.S. 147-69.7. 
48 (b) Any official, board, commission, other public authority, local government, school 
49 administrative unit, local ABC board, or community college of the State having custody of any • 50 funds not required by law to be deposited with and invested by the State Treasurer may deposit all 
51 or any portion of those funds with the State Treasurer for investment in one of the investment 

Page 10 House Bill 1137-First Edition 



General Assembly Of North Carolina Session 2015 

I programs established pursuant to this section, subject to any provisions of law with respect to 
2 eligible investments, provided that any occupational licensing board as defined in G.S . 93B-l may • 3 participate in one of the investment programs established pursuant to this section regardless of 
4 whether or not the funds were required by law to be deposited with and invested by the State 
5 Treasurer. In the absence of specific statutory provisions to the contrary, any of those funds may 
6 be invested in accordance with the provisions of G.S . 147-69.2 and 147-69.3. Upon request from 
7 any depositor eligible under this subsection, the State Treasurer may authorize moneys invested 
8 pursuant to this subsection to be withdrawn by warrant on the State Treasurer. 
9 (c) The State Treasurer's investment programs shall be so managed that in the judgment of 

l O the State Treasurer funds may be readily converted into cash when needed. 
11 (d) Except as provided by G.S. 147-69.l(d), the total return earned on investments shall 
12 accrue pro rata to the fund whose assets are invested according to the formula prescribed by the 
13 State Treasurer with the approval of the Governor and Council of State. 
14 (e) The State Treasurer has full powers as a fiduciary to hold, purchase, sell, assign, 
15 transfer, lend and dispose of any of the securities or investments in which any of the programs 
16 created pursuant to this section have been invested, and may reinvest the proceeds from the sale of 
17 those securities or investments and any other investable assets of the program. 
18 (f) The cost of administration, management, and operation of investment programs 
19 established pursuant to this section shall be apportioned equitably among the programs in such 
20 manner as may be prescribed by the State Treasurer, such costs to be paid from each program, and 
21 to the extent not otherwise chargeable directly to the income or assets of the specific investment 
22 program or pooled investment vehicle, shall be deposited with the State Treasurer as a General 
23 Fund nontax revenue. The cost of administration, management, and operation of investment 
24 programs established pursuant to this section and not directly paid from the income or assets of 

N 
25 such program shall be covered by an appropriation to the State Treasurer for this purpose in the 
26 Current Operations Appropriations Act. 
27 (g) The State Treasurer is authorized to retain the services of independent appraisers, 
28 auditors, actuaries, attorneys, investment counseling firms, statisticians, custodians, or other 
29 persons or firms possessing specialized skills or knowledge necessary for the proper 
30 administration of investment programs created pursuant to this section . 
31 W The State Treasurer shal I prepare, as of the end of each fiscal year, a report on the 
32 financial condition of each investment program created pursuant to this section. A copy of each 
33 report shall be submitted ·within 30 days following the end of the fiscal year to the official, 
34 institution, board, commission or other agency 'tvhose funds are invested, the State Auditor, and 
35 the chairs of the Finance Committees of the House of Representatives and the Senate. 
36 EB The State Treasurer shall report at least twice a year to the General Assembly, through 
3 7 the Finance Committees of the House of Representatives and the Senate, on the investment 
38 programs created under this section. The Treasurer shall present the reports to a joint meeting of 
39 the Finance Committees. The chairs of the Finance Committees may receive the reports and call 
40 the meetings. The Finance Committees may meet during the interim as necessary to hear the 
41 reports from the State Treasurer. The State Treasurer's report and presentation to the Finance 
42 Committees shall include all of the following: 
43 f-8 A full and complete statement of all moneys invested by virtue of the 
44 provisions ofG.S. 147 69.1 and G.S. 147 69.2. 
45 R1 The nature and character of the investments. 
46 ~ The revenues derived from the investments. 
4 7 f41 The costs of administering, managing, and operating the investment programs, • 48 including the recapture of any investment commissions. 
49 fB A statement of the investment policies for the revenues invested. 
50 f6:) Any other infonnation that may be helpful in understanding the State 
51 Treasurer's investment policies and investment results. 
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1 fA i\ny other information requested by the Finance Committees. 
2 (i 1) The State Treasurer shall report the incentive bonus paid to the Chief Investment 
3 Officer to the Joint Legislative Commission on Governmental Operations by October 1 of each 
4 year. • 5 (i2) In order to promote achievement of long-term investment objectives and to retain key 
6 public employees with investment functions, the State Treasurer is authorized to establish 
7 establish, consistent with the State Treasurer's fiduciary duties, market-oriented compensation 
8 plans, including salaries and perfonnance-related bonuses, for employees possessing specialized 
9 skills or knowledge necessary for the proper administration of investment programs, who shall be 

10 exempt from the classification and compensation rules established by the Office of State Human 
11 Resources. The design and administration of those compensation plans shall be based on 
12 compensation studies conducted by a nationally recognized firm specializing in public fund 
13 investment compensation. The compensation and other associated employee benefits shall be 
14 apportioned directly from the investment program. The Treasurer shall report the salaries and 
15 bonuses paid to the Joint Legislative Oversight Committee on General Government annually. 
16 (j) Subject to the provisions of G.S. 147-69. l(d), the State Treasurer shall adopt any rules 
1 7 necessary to carry out the provisions of this section." 
18 SECTION 2.2. G.S. 147-69.7 reads as rewritten: 
19 "§ 147-69.7. Discharge of duties to Retirement Systems.funds. 
20 (a) The State Treasurer shall discharge his or her duties with respect to the Retirement 
21 Systemseach fund or investment program held by the State Treasurer, including each of the funds, 
22 enumerated in G.S. 147 69.2(b)(8)G.S. 147-69.2 as follows: 
23 (1) Solely in the interest of the participants and beneficiaries.intended beneficiaries 
24 of the fund, if any. 
25 (2) For the exclusive purpose of carrying out the purpose of the fund, including 
26 providing benefits to participants and beneficiariesbeneficiaries, and paying 
27 reasonable expenses of administering the Retirement Systems.fund. 

N 
28 (3) With the care, skill, and caution under thethat a prudent investor would use 
29 after considering the purposes, distribution requirements, and other 
30 circumstances then prevailing 1.vhich a prudent person acting in a like capacity 
31 and familiar with those matters would use in the conduct of an activity of like 
32 character and purpose.prevailing. 
33 ( 4) Impartially, taking into account any differing interests of participants and 
34 beneficiaries. 
35 (5) IncwTing only costs that are appropriate and reasonable. 
36 (6) In accordance with · a good-faith interpretation of the prov1s10ns of 
37 G.S. 147-69.2 and any other applicable law governing the Retirement 
38 Systems.fund. 
39 (b) In investing and managing assets of the Retirement Systemsfund pursuant to subsection 
40 (a) of this section, the State Treasurer: 
41 (l) Shall consider the following circumstances: 
42 a. General economic conditions. 
43 b. The possible effect of inflation or deflation. 
44 c. The role that each investment or course of action plays within the 
45 overall portfolio of the Retirement Systems.fund. 
46 d. The expected total return from income and the appreciation of capital. 
47 e. Needs for liquidity, regularity of income, and preservation or 
48 appreciation of capital. 
49 f. ~With respect to the Retirement Systems defined in G.S. l 47-69.2(d) • 50 and any other pension plans, the adequacy of funding for the Retirement 
51 Systems based on reasonable actuarial factors. 
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1 & The purpose of the fund, if established. 
2 (2) Shall diversify the investments of the Retirement Systems fund unless the State • 3 Treasurer reasonably detennines that, because of special circumstances, 
4 including applicable investment restrictions, it is clearly prudent not to do so. 
5 (3) Shall make a reasonable effort to verify facts relevant to the investment and 
6 management of assets of the Retirement Systems. funds. 
7 ( 4) May-Shall invest____Q!!!Y in any kind of property or type of investmentthose 
8 investments authorized by law consistent with the provisions of Article 6 of 
9 Chapter 146 of the General Statutes. 

10 (5) May consider benefits created by an investment in addition to investment return 
1 l only if the State Treasurer determines that the investment providing these 
12 collateral benefits would be prudent even without collateral benefits. 
13 (c) Compliance by the State Treasurer with this section must be detennined in light of the 
14 facts and circumstances existing at the time of the Treasurer's decision or action and not by 
15 hindsight. 
16 ( d) The State Treasurer's investment and management decisions must be evaluated not in 
17 isolation but in the context of the portfolio of the Retirement Systemsfund as a whole and as pait 
18 of an overall investment strategy having risk and return objectives reasonably suited to the 
19 Retirement Systems.fund. 
20 w Notwithstanding any of the foregoing, the State Treasurer shall have no duty to assist 
21 or advise any official, board, commission, local government, other public authority, school 
22 administrative unit, local ABC board, community college of the State, or other person, trust, 
23 agency, institution, or entity in connection with any of the following decisions and directions with 
24 respect to any funds to be deposited with and invested by the State Treasurer: 

N 
25 ill The voluntary decision to deposit or withdraw funds in accordance with 
26 applicable law in one or more of the State Treasurer's investment programs. 
27 ill The voluntary direction as to the allocation of deposited funds in accordance 
28 with applicable law among the State Treasurer's investment programs. 
29 ill Any other decision or direction by which the depositor exercises control over 
30 assets deposited or to be deposited with the State Treasurer in accordance with 
31 applicable law." 
32 
33 PART III. CODIFY KEY DEPARTMENT OF STATE TREASURER POLICIES 
34 SECTION 3. Article 6 of Chapter 147 of the General Statutes is amended by adding 
35 new sections to read: 
36 "§ 147-69.9. Third-party audit of State Treasurer's investments, 
37 W In addition to all other audits and reports required by the law, the State Treasurer shall 
38 prepare and issue, at the end of each fiscal year beginning with the 2015-2016 fiscal year, a set of 
39 consolidated stand-alone financial statements regarding investments authorized in G.S. 147-69.1 
40 and G.S. 147-69.2. These financial statements shall be audited by a commercial independent 
41 third-party audit firm selected and engaged by the State Treasurer. The audit firm's report and the 
42 financial statement shall be provided to the Joint Legislative Commission on Governmental 
43 Operations, the House of Representative Appropriations Committee, the Senate 
44 Appropriations/Base Budget Committee, and the Fiscal Research Division within six months after 
45 the closing of the reporting period. 
46 (hl The management discussion and analysis section of the report accompanying the 
47 financial statements shall include a discussion of the investment programs' risk and returns • 48 compared to benchmarks, total management fees and incentives paid, and comparison to peer cost 
49 benchmarks. 
50 "§ 147-69.10. Investment policies and performance reviews of Retirement Systems 
51 investment programs. 
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W On at least a biennial basis, the State Treasurer shall present an investment policy 
statement to the Investment Advisory Committee for the Committee's consultation. The 
investment policy statement must include descriptions of investment objectives and strategy, roles 
and responsibilities, permissible asset classes, asset allocation targets and ranges, risk management 
and compliance guidelines, and evaluation criteria necessary to measure investment performance. 

Du At least once every four years, the State Treasurer shall engage a commercial 
independent expert firm, pursuant to G.S. 147-69.3(g), to evaluate the governance, operations, and 
investment practices of the State Treasurer in order to develop recommendations for improvement. 
The State Treasurer must consult with the Investment Advisory Committee to develop the scope 
of the evaluation. The report of the independent expert finn shall be provided to the Joint 
Legislative Commission on Governmental Operations, the House of Representatives 
Appropriations Committee, the Senate Appropriations/Base Budget Committee, and the Fiscal 
Research Division within 30 days ofreceipt. 
"§ 147-69.11. Ethics policies. 

.uu_ To ensure that the State Treasurer's investment programs operate under a strong 
governance framework with rigorous internal controls and a high degree of operational 
transparency and are managed with the highest ethical and professional standards and in the most 
efficient and effective manner possible, the State Treasurer, after consultation with the Investment 
Advisory Committee, is authorized and required to adopt policies and procedures on the following 
topics: 

ill Requiring that the Depatiment of State Treasurer's Investment Management 
Division adopt a code of ethics . 

ill Requiring all employees of the Department who have responsibility for matters 
related to investments to be provided with training with respect to the discharge 
of their duties and responsibilities to the funds. 

ill Governing gifts to employees of the Department who have responsibility for 
matters related to investments. 

ffi Imposing limitations on external investment managers' use of placement agents 
and other persons that appear before the Department to ensure that these 
persons play only a proper role in investment opportunities. 

ill As a component of the investment due diligence, negotiations, and contracting 
process, requiring an independent assessment of whether circumstances exist 
that create a material risk that professional judgement or actions regarding a 
potential investment arrangement's recommendation, approval, or execution 
have been or will be unduly influenced by a direct or indirect personal interest." 

PART IV. REQUIRE DETAILED FEE AND PERFORMANCE REPORTING BY STATE 
TREASURER; CONSOLIDATE STATUTORY REPORTING REQUIREMENTS 

SECTION 4.1.(a) Article 6 of Chapter 147 of the General Statutes is amended by 
adding a new section to read: 
"§ 147-69.12. Reporting on the State Treasurer's investment programs. 

.uu_ No later than the tenth day of February, May, August, and November of each year, the 
State Treasurer shall report on all investments for which the State Treasurer is in any way 
responsible. The State Treasurer's quarterly repo1i shall include each of the following : 

Page 14 

ill A specific listing of all direct and indirect placement fees, asset fees, 
performance fees, and any other money management fees incurred by the State 
in the management of the Retirement Systems defined in G.S. 147-69.2(b)(8). 
In the event that the market value of any of subdivision (6c) or (7), 
sub-subdivision b. of subdivision (8), or subd iv ision (9) or (9a) of 
G.S. 147-69.2 increases during a fiscal year by an amount greater than three 
percent (3%) of the market value of all invested assets of the Retirement 
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ill 

ill 

ill 

ill 

Systems as of the prior fiscal year end, then the quarterly report provided shall 
describe how that increase complies with the duties described in G.S. 147-69.7 
and the consequent expected impact on the risk profile of the Retirement 
Systems' assets. 
A specific listing of all investments made with certified green managers and 
companies and funds that support sustainable practices, including the names of 
the companies, managers, and funds, the amount invested, and the State's return 
on investment. 
For bank balances: 
a. The State's total bank balance with the State Treasurer, including the 

amount of cash on hand and money on deposit. 
b. For each bank or other qualified depository utilized by the State 

Treasurer to hold cash balances (i) the name of each depository and (ii) 
current quarter-end cash balances. 

For the State Treasurer's cash management programs: 
a. Total assets. 

Duration of investments. 
c. Rate of return, including a comparison to an appropriate benchmark, if 

available. 
For the Retirement Systems, as defined in G.S. 147-69.2(b)(8), reported 
separately for each asset class authorized by G.S. 147-69.2(b): 
a. Total assets. 
b. Rate of return, including a comparison to an appropriate benchmark, if 

available. 
c. Percentage of the total assets that are invested in the asset class and the 

limitation, if any, on the percentage under G.S. 147-69.2(b). 
For each investment program created under G.S. 147-69.3: 
a. The financial condition of each investment program. 
b. A full and complete statement of all moneys invested by virtue of the 

provisions ofG.S. 147-69.1 and G.S. 147-69.2. 
c. The nature and character of the investments. 
d. The revenues derived from the investments, net of fees and expenses. 
e. The costs of administering, managing, and operating the investment 

programs, including the recapture of any investment commissions. 
f. The location on the State Treasmer's Web site where the public may 

find a statement of the investment policies for the revenues invested. 
& Any other infonnation that may be helpful in understanding the State 

Treasurer's investment policies, investment practices, and investment 
results. 

h. Any other information requested by the House of Representatives and 
Senate Finance Committees. 

1. The location on the State Treasurer's Web site where the public may 
find a list of new commitments to external investment managers. 

l.:. The location on the State Treasurer's Web site where the public may 
find information on the use of placement agents by investment 
managers. 

For all other investments with or on behalf of the State or any of its agencies or 
institutions: 
a. The particular agency or institution, fund, rate of return, and duration of 

the investment. 
b. The amount of deposit on all noninterest bearing accounts. 
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{hl No later than the date set by G.S. 147-69.9 for the submission of consolidated 
stand-alone financial statements, the State Treasurer shall report annually on the fees and 
perfonnance of all externally and internally managed investments for the Retirement Systems 
defined in G .S. 147-69.2(b)(8). Externally managed investments shall be reported on the basis of 
each investment vehicle or investment manager, as applicable. Internally managed investments 
shall be reported on a portfolio-by-portfolio basis. The State Treasurer's annual report shall 
include all of the following, as applicable, reported separately for each investment: 

ill The name, commitment amount, statutory classification, and inception year. 
ill Either a statement that the investment is managed internally by the staff of the 

State Treasurer or the names of the external investment manager and the 
investment vehicle for that investment. 

ill Value of the investment. 
ffi Dollar amount of the management fees and incentive fees. 
ill For investment-grade fixed income or public equity investments, the periodic 

net annualized time-weighted rate of return for that fiscal year and since 
inception, reported net of fees. 

(fil For all investments other than investment-grad fixed income or public equity 
investments, all of the following: 
a. The net annualized internal rate of return and investment multiple since 

inception, reported net of fees. 
The total cash contributions or other investments made by the State 
Treasurer. 

c. The total distribution received by the State Treasurer with respect to that 
investment since inception, reported net of fees. 

ill For any fund of funds investment vehicles, the aggregate management feeds 
and incentive fees for the underlying investment managers or investment 
vehicles used by the external investment manager. 

.(fil If any placement agent fees relating to the investment were directly or indirectly 
borne by the State Treasurer or Retirement Systems, a list of the amount and 
type of those fees. 

w Reserved. 
@ The reports required by this section shall be delivered to the Joint Legislative 

Commission on Government Operations, chairs of the House of Representatives and Senate 
Appropriations Committees, chairs of the House of Representative and Senate Finance 
Committees, Fiscal Research Division, Governor, Council of State, and State Auditor. The reports 
shall also be made available for public review, including by posting on the State Treasurer's Web 
site. 

A copy of a report on any State Treasurer investment program shall be sent to the official, 
institution, board, commission, or other agency investing in that program. 

{fil On or before December 3 L 2016, the State Treasurer shall adopt rules to implement the 
provisions of this section, including rules to define the terms used in this section." 

SECTION 4.1.(b) G.S. 147-68(d) is recodified as G.S. 147-69.12(c). 
SECTION 4.1.(c) G .S. 147-69.l(e) is repealed. 
SECTION 4.1.(d) G.S. 147-68(dl) is repealed. 
SECTION 4.2. G.S. 147-69.8 reads as rewritten: 

"§ 147-69.8. Annual report on new investment authority. 
Whenever the General Assembly broadens the investment authority of the State Treasurer as to 

the General Fund, the Teachers' and State Employees' Retirement System, the Consolidated 
Judicial Retirement System, the Firefighters' and Rescue Squad Workers' Pension Fund, the Local 
Governmental Employees' Retirement System, the Legislative Retirement System, the North 
Carolina National Guard Pension Fund, or any idle funds, the State Treasurer shall annually report 
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in detail to the General Assembly the investments made under such new authority, including the 
returns on those investments, earnings, changes to value, and gains and losses in disposition of 
such investments. The report shall be made ~ the first six months of each 
calendar year, covering performance in the prior calendarfiscal year. As to each type of new 
investment authority, the report shall be made for at least four years. To the extent the information 
required by this section is also required in the reports under G.S. 147-69.12, the State Treasurer 
may combine reports or make cross-reference to those reports." 

SECTION 4.3. G.S. 147-69.2A(b) reads as rewritten: 
"(b) Organization and Reporting. - All documents of the Governor or the State Treasurer 

concerning the Fund are public records governed by Chapter 132 of the General Statutes and any 
applicable provisions of the General Statutes protecting confidential information. 

The State Treasurer and the Governor shall jointly develop and adopt an investment policy 
statement for the Fund. 

The State Treasurer and Governor shall jointly adopt a common policy to prevent conflicts of 
interests such that (i) the designees of the State Treasurer and Governor who selected the 
third-party investment management finn, (ii) the staff of the State Treasurer overseeing the Fund, 
and (iii) the third-party investment management firm's employees selecting or overseeing Fund 
investments do not provide services for compensation (as an employee, consultant, or otherwise), 
within two years after the end of their service to the Fund, to any entity in which an investment 
from the Fund was made. 

By October 1, 2015, and at least semiannually thereafter, the State Treasurer shall submit a 
report to the Governor, the Office of State Budget and Management, the Joint Legislative 
Commission on Governmental Operations, and the Fiscal Research Division on investments made 
from the Fund and any return on investment. This report shall be made for the Fund in lieu of the 
reports required by G.S. 147 69.l(e), 147 69.2(b)(l0a), 147 69.3(h), 147 69.3(i), and 
147 69.8.G.S. 147-69.8 and G.S. 147-69.12(b)." 

SECTION 4.4 This section becomes effective July 1, 2016, and applies to all reporting 
periods beginning on or after that date. 

PART V. EFFECTIVE DATE 
SECTION 5. Section 5 of this act is effective when it becomes law. Except as 

otherwise provided, the remainder of this becomes effective January 31, 2017. 
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HOUSE BILL 1134: 
Admin. Changes Retirement System/Treasurer. 

2016-2017 General Assembly 

Committee: 
Introduced by: 
Analysis of: 

House Pensions and Retirement 
Reps. McNeil! , Ross 
PCS to First Edition 
H 11 34-CSSH-66 

Date: May 30, 2016 
Prepared by: Theresa Matula, 

Committee Staff & 
Jason Moran-Bates, 
LAD Staff 

SUMMARY: The PCS/or House Bill 1134 does the following: adds language pertaining to a member 
killed in the line of duty for the NC Firefighters' and Rescue Squad Workers' Pension Fund; amends 
and clarifies the recoupment of overpaid benefits; adds a "normal retirement age" to the Teachers' 
and State Employees' Retirement System (TSERS), Local Governmental Employees' Retirement 
System (LGERS), and the Consolidated Judicial Retirement System (CJRS); provides for compliance 
investigations for TSERS and LGERS; amends the anti-pension spiking contribution-based benefit 
installment payment options; adds the Director of the Office of State Human Resources as cm ex 
officio member of the TSERS Board of Trustees and provides for the TSERS and LGERS that the 
State Treasurer is the ex officio chair of the Board and appoints a director; increases the number of 
Department of State Treasurer employees for which the State Treasurer may set classification and 
compensation levels; creates the Legislative Enactment Implementation Arrangement (LEIA) to 
facilitate administration of TSERS and LGERS; clarifies the retirement information that is subject to 
the Public Records Law; allows certain forms to be transmitted electronically to TSERS and LGERS 
members; amends for a period, the membership threshold for employee and retiree associations that 
may have deductions from retirement benefits, and then repeals the option, for TSERS, CJRS, 
LGERS, Legislative Retirement System (LRS), and National Guard pension members; repeals 
changes that were made by a section of SL 2015-69 as it relates to unclaimed property; prevents 
counterfeit State checks; clarifies that the 403(b) Program uses the same procurement procedures as 
the 401 (k) and 457 plans; adds language pertaining to pension spiking reports; prohibits conversion 
of benefits for retirement purposes; amends Disability Income Plan reporting of earnings 
requirements; and makes other largely technical changes. 

BILL ANALYSIS: 

Section 1 amends the NC Firefi ghters' and Rescue Squad Workers' Pension Fund. Section 1 (a) provides 
that, "killed in the line of duty" has the same meaning as in the Law-Enfo rcement Offi cers', Firemen's, 
Rescue Squad Workers' and Civil Air Patrol Members' Death Benefits Act. Section 1 (b) adds GS 58-86-
55 to outline the manner in which benefits are paid when a member is killed in the line of duty. Section 
l (c) amends the law pertaining to lump sum payments when a firefi ghter or rescue squad worker dies, 
but is not killed in the line of duty. Section l(d) provides that Section 1 becomes effective July 1, 2018, 
and applies to benefi ts paid when a member is kill ed in the line of duty on or after that date. 

Section 2 pertains to the recoupment of overpaid benefits. Section 2(a) amends the NC Firefighters ' and 
Rescue Squad Workers' Pension Fund to provide that any overpayment of benefits to a member in a 
State-administered ret irement system, the Disability Salary Continuation Plan, the Disability Income 
Plan, or State Health Plan premiums paid on behalf of a member, who is later dete1mined ineligible, may 

Karen Cochrane-Brown 

111 11111111111111 11111 11111111111111111111111111 11111111111111 1111111111111111111111111111111 111111111111111111 111111111111111111111111 

Legislative Analysis 
Division Director 

H 1 1 3 4 - S M S H - 1 3 5 C S S H - 6 6 - V - 8 9 /9- 733-2578 

This bill analysis was prepared by 1!,e nanparrisan legislalive s1aff fo r 1he use of legis/a1ors in !heir de liberal ions and does 1101 cons1i1111e an official s1a1e111en1 of legislalive i111en1. 



House PCS 1134 
Page 2 

be offset against a retirement allowance, return of contributions, or other right accruing to the person, • 
the person's estate, or designated beneficiary. Section 2(b) amends the Teachers' and State Employees' 
Retirement System (TSERS) and Section 2(c) amends the Local Governmental Employees' Retirement 
System (LGERS) to clarify the right to recoup overpaid benefits. Section 2( d) provides that Section 2 
becomes effective January 1, 2017. 

Section 3 adds a "normal retirement age" to the TSERS, the LGERS, and the Consolidated Judicial 
Retirement System (CJRS). The Retirement Systems Division reports that this provision is in response 
to regulations proposed by the IRS for a "normal retirement age" for qualified governmental retirement 
plans. 

Sections 3(a)-(e) pertain to the TSERS. Section 3(a) establishes a definition for a "normal retirement 
age" only for persons who became members on or after January 1, 2017. "Normal retirement age" for 
members who are not law enforcement officers (LEO) or eligible former LEO is as follows: (i) 55 years 
of age or older with 30 years of creditable service, (ii) 60 years of age or older with 25 years, or (iii) 65 
years of age or older with 5 years of membership service. For LEO or eligible former LEO the "normal 
retirement age" is as follows: 50 years of age or older with 30 years of creditable service, or 55 years of 
age with five years. Sections 3(b ), 3( c) and 3( d) outline the service retirement allowance for individuals 
who became members prior to January 1, 2017, and those who became members on or after January 1, 
2017. Section 3(e) provides the survivor's alternate benefit for an individual who became a member on 
or after January 1, 2017. 

Sections 3(£)-(j) pertain to the LGERS and establish similar "normal retirement age" provisions for 
LGERS as outlined above for TSERS. Section 3(£) provides the same age and years of service 
combinations as provided above for LEO and non-LEO members. Sections 3(g)-(j) provide the service • 
retirement benefits, service retirement allowance, and survivor's alternate benefit to correspond to the 
retirement age provision in the LGERS. 

Sections 3(k)-(m) establish the "normal retirement age" provisions for the CJRS to provide that the 
normal retirement age for those who became members on or after January 1, 2017 is 55 years of age or 
older with 30 years of creditable service, or 65 years of age or older with 5 years of membership service. 
Sections 3(1)-(m) outline service retirement benefits for those who became members prior to January 1, 
2017, and those who became members on or after that date. 

Section 3(n) provides that the effective date for Section 3 is January 1, 2017. 

Section 4 provides for compliance investigations in addition to the current fraud investigations in the 
TSERS and LGERS. Sections 4(a)-(d) pertain to TSERS. Section 4(a) simply moves a definition to keep 
the statutory section in alphabetical order. Section 4(b) adds a definition for "compliance investigation" 
which means an independent review or examination, by Retirement Systems Division staff or 
representatives, of records, activities, actions, or decisions by employers or other entities in order to 
detect errors and ensure compliance and full accountability in the use of pension funds. Section 4(c) 
specifically adds "records" to the list of items that can be examined during a fraud investigation. Section 
4(d) makes a conforming change to add compliance investigations to the provision for fraud 
investigations. Sections 4(e)-(h) make changes similar to the ones above for the LGERS. This section 
becomes effective when it becomes law. 

Section 5 amends the anti-pension spiking contribution- based benefit cap purchase provision for 
TSERS and LGERS to offer two installment payment plan options and extends the repayment period. • 
The section becomes effective when it becomes law. 

Section 6 includes the Administrative Procedures Act in the other provisions that are covered by the 
notwithstanding language for the anti-pension spiking benefit cap for the TSERS and LGERS and 
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moves the Consumer Price Index month used from December to June when calculating increase in the 
minimum average final compensation subject to the contribution- based benefit cap. This section is 
effective when it becomes law and applies retroactively to January 1, 2015. 

Section 7 makes a number of gender neutral amendments and removes the years of service provision 
from the death benefit beneficiary designation by electronic submission for TSERS, CJRS, LGERS, and 
Legislative Retirement System. Section 7 becomes effective January 1, 2017. 

Section 8 amends statutes pertaining to TSERS and LGERS Boards of Trustees. Section 8(a) amends 
the Board of Trustees Teachers' and State Employees' Retirement System to add the Director of the 
Office of State Human Resources as an ex officio member. Section 8(b) amends G.S. l 35-6(g) to 
provide that the State Treasurer appoints the director. Section 8(c) amends G.S. 128-28(h) pertaining to 
the LGERS Board of Trustees to provide that the State Treasurer is an ex officio chair and appoints a 
director. Since it is not otherwise provided, this section becomes effective when it becomes law. 

Section 9 expands the number of Department of State Treasurer employees that are exempt from certain 
provisions of the State Human Resources Act and for which the State Treasurer sets classification and 
compensation levels. Section 9(a) amends G.S. 135-6 pertaining to the administration of the TSERS to 
authorize the State Treasurer to establish market-oriented compensation plans for employees in positions 
designated as key management roles who possess specialized skills or knowledge necessary for the 
effective administration of retirement benefits and who are exempt from the classification and 
compensation rule established by the Office of State Human Resources. The design and administration 
of compensation plans must be based on compensation studies conducted by a nationally recognized 
firm and the costs of compensation and other employee benefits must be apportioned from 
administrative receipts of the TSERS. On or before December 1 each year, the Treasurer must report 
salaries paid under this provision to the Joint Legislative Oversight Committee on General Government. 
Section 9(b) amends G.S. 128-28 to make a similar change for Department employees pertaining to the 
administration of the LGERS. Section 9(c) amends G.S. 126-5 to provide that the State Human 
Resources Act does not generally apply to employees covered by the above provisions, only specified 
sections and Articles of the Chapter apply. This section becomes effective January 1, 2017. 

Section 10 creates a Legislative Enactment Implementation Arrangement (LEIA) for TSERS and 
LGERS. Section IO(a) adds a new subsection to G.S. 135-7 creating the LEIA under the TSERS Board 
of Trustees. The purpose of the LEIA is to provide timely administrative implementation of legislative 
provisions relating to TSERS. The following elements are outlined for the LEIA: administration, 
funding, and allocation funds to LEIA. The Department of the State Treasurer is required to report not 
later than August 1 of each year to the Board of Trustees, the Joint Legislative Commission on 
Government Operations, and the Fiscal Research Division on the amounts and sources of the funds 
collected, the amounts expended, and the identity and status of the projects on which those funds were 
expended. This information must also be posted on its website. Section I O(b) creates the LEIA as 
outlined above for the LGERS. Section lO(c) provides that this section becomes effective October 1, 
2016. 

Section 11 clarifies the retirement information is subject to the Public Records Law. Section l l(a) 
provides infomrntion on an Attorney General's Advisory Opinion of February 5, 2008, that concluded 
information about retirement benefits was intended to be a record maintained for public inspection and 
that Department of the State Treasurer should make the information available for public inspection. The 
remainder of Section I I creates and consolidates the laws pertaining to pub lic records for the TSERS 
and LGERS. Section l l(b) adds a new section, G.S. 135-6.1, to Article 1 of Chapter 135 for the TSERS 
pertaining to confidentiality of member information. Various elements of the newly created G.S. 135-
6.1 are as follows : Subsection (a) defines employment-related information, personal information, 
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retirement file and retirement-related information. Subsection (b) provides that member retirement files • 
are not subject to public inspection and examination, except to notify members and beneficiaries of their 
rights and accruals of benefits and as stated in subsections ( c ), ( d) , and ( e) below. Subsection ( c) 
provides that following member information is public: name; age; the dates of membership in the 
retirement system, the dates of first service, enrollment and employment, and the date of retirement; the 
terms of any contract by which a member was employed; job title; compensation; changes in 
employment; current assignment; record of benefits paid; and purchases of educational leave. 
Subsection ( d) requires custodians of retirement file information to permit inspection and examination of 
that information by the public during regular business hours. Any person denied access to retirement 
file information may seek appropriate relief in a court of competent jurisdiction. Subsection ( e) allows 
the Retirement Systems Division to disclose the names and mailing addresses of former State 
employees, former public school employees, or former community college employees to domiciled, 
nonprofit organizations representing 10,000 or more retired State government, local government, or 
public school employees. Subsection (f) states any retirement file information not specified in subsection 
( c) is confidential and not open for inspection except by the member, the member's authorized agent, a 
member of the General Assembly under authority of G.S. 120-19, and an individual with a proper court 
order authorizing inspection. Subsection (g) makes it a Class 3 misdemeanor, punishable by a fine no 
greater than $500, for a public official or employee to knowingly and willfully permit an unauthorized 
person to have access, custody, or possession of confidential information in a retirement file. Subsection 
(h) makes it a Class 3 misdemeanor, punishable by a fine no greater than $500, for any person not 
authorized to have access to confidential retirement file information to knowingly and willfully examine, 
remove, or copy any portion of a confidential retirement file. 

Section 11 ( c) adds a new section to Article 3 of Chapter 128 of the General Statutes (LGERS) • 
containing provisions similar to those in Section 11 (b ). 

Section 1 l(d) makes a conforming change to G.S. 126-22 which pertains to personnel files not subject to 
inspection under the public records law (G.S. 132-6). 

Sections 11 ( e )-(h) repeal statutes authorizing disclosure of the names and mailing addresses of former 
public school employees, former community college employees, and former state and local government 
employees to domiciled, nonprofit organizations representing 10,000 or more retired State government, 
local government, or public school employees because similar provisions are found in Sections 11 (b) 
and 11 ( c) of the bill. Section 11 is effective when it becomes law. 

Sections 12(a) and (b) amend G.S. 135-10.1 and 128-32.1 to require members in TSERS and LGERS, 
respectively, to respond within 120 days of transmission of Form 6-E or Form 7-E to them. Under 
current law, the Forms must be mailed to members. Section 12 is effective when it becomes law. 

Section 13 amends for a period of time the membership threshold for employee and retiree associations 
that may have deductions from retirement benefits and then repeals the option for TSERS, CJRS, 
LGERS, LRS, and National Guard pension members. Sections 13(a)-(e) amend G.S . 135-18.8(a) and 
(b), G.S. 135-75(a) and (b), 128-38.3(a) and (b), 120-4.32(a) and (b), and 127A-40(hl) respectively . 
The bill increases from 2,000 to 10,000, the number of members that an employee or retiree association 
must have before members in TSERS, CJRS, LGERS, LRS, and the National Guard Pension can 
authorize a periodic deduction from their retirement benefits to be paid to the employee or retiree 
association. The bill also requires proof of the authorization to be made available to the Department of 
the State Treasurer upon request. Finally, the bill adds subsection (c) to G.S. 128-38.3, allowing any • 
retiree of an employer who made arrangements with the Retirement System to authorize a periodic 
deduction from the retiree's benefits to be paid to the employer for the purpose of providing health 
benefits. Then Sections 13(£)-(k) repeal G.S. 135-18.8(a), G.S. 135-75(a), G.S. 128-38.J(a), G.S. 128-
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e 38.3(c), G.S. 120-4.32(a), and 127A-40(h1), respectively. Section 13(1) makes Sections 13(f)-(k) 
effective July 1, 2017. The remainder of Section 13 is effective when it becomes law. 

Section 14 repeals Session Law 2015-68, Section 2, which amended G.S. 116B-70 pertaining to 
unclaimed property. This change restores the statute back to the prior form and is effective when it 
becomes law. 

Section 15 amends G.S. 143B-426.40G(b) to provide that the $15 fee for overdrawn checks is imposed 
on agencies with non-State funds. This section becomes effective October 1, 2016. 

Section 16 amends Article 6 of Chapter 14 7 of the General Statutes pertaining to unpaid warrants (state 
checks) by adding a new section stating that outstanding, unpaid warrants issued by the State are 
confidential and not available for public inspection if the Treasurer believes making the information 
available for inspection would be sufficient to counterfeit a warrant. Section 16 is effective when it 
becomes law. 

Section 17 amends G.S. 147-79 to allow letters of credit issued by a Federal Home Loan Bank to be 
used to collateralize deposits. This section becomes effective when it becomes law. 

Section 18 makes references to the Supplemental Retirement Board of Trustees consistent across 
statutes and provides that the 403(b) uses the same procurement procedures as the 401 (k) and 457 plans. 
This section becomes effective when it becomes Jaw. 

Section 19 requires pension spiking reports to be transmitted to governing boards. This section becomes 
effective when it becomes law. 

• Section 20 outlines what compensation includes and does not include for those who became TSERS and 
LGERS members on or after January 1, 2017, and prohibits the conversion of certain benefits to salary 
for retirement purposes. The section becomes effective January 1, 2017. 

• 

Section 21 amends G.S. 135-109 pertaining to the reporting of earnings requirements under the 
Disability Income Plan. This section is effective when it becomes law. 

Section 22 contains a severability clause. 

EFFECTIVE DA TE: The effective dates are specified in each section of the bill analysis above . 
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GENERAL ASSEMBI!, Y OF NORTH CAROLINA 

BILL NUMBER: 

SHORT TITLE: 

SPONSOR(S): 

' ), ... 
Se~sion 2015 

Legislative Retirement Note 

Proposed Committee Substitute to House Bill 1134 
(Hl 134-CSSH-66 [v. 11]) 

Admin. Changes Retirement System/Treasurer. 

Representatives McNeill and Ross 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts; 
loca l government funds 

SYSTEM OR PROGRAM AFFECTED: Teachers' and Sta te Employees ' Retirement 
System (TSERS) , Co nso lidated Judicial Retirement System (CJRS), Leg islative Retirement 
System (LRS), Loca l Governmental Employees ' Retirement System (LG ERS) , Disability 
Income Plan (DTP), Nat ional Guard Pension Fund (NG PF), Firefighters' and Rescue Squad 
Workers ' Pension Fund (FRSWP F), and the orth Caro lina Public Schoo l Teachers' and 
Profess ional Educators' Investment Plan (NC 403(b)) . 

BILL SUMMARY: 

Section I : Extends the monthly benefit in the FRSWPF to the named beneficiary of a member 
killed in the line-of-duty (as defined in G.S. 143 -1 66 .2(c) fo r the $50,000 death benefit). T he 
benefi t is payable fo r 300 months or until the benefic iary ·s dea th, whichever comes fi rst. Also 
a llows all members to name a benefici ary fo r the return of co ntributions, which goes to the spouse, 
children, or estate, in that order, under current law. 

Section 2: Amends statutes governing the FRSWPF, TSERS, and LGERS to improve the 
Retirement Systems Division' s ability to co llec t repayment of overpaid benefits. 

Section 3: Defines a No rn1al Retirement Age (NRA) and changes the date at which unreduced 
benefi ts are payab le in TSERS, LGERS, and CJRS fo r those who beco me members on or after 
January 1, 20 17. Does not change benefits fo r any current members. T he fo llowing table shows 
the changes: 

Retirement System Unreduced Retirement Unreduced Retirement Eligibility 
Eligibili ty fo r Current Members for T hose who Become Members 
(Earliest of Co nditions Show n) after 20 16 (Earliest of Conditions) 

T SERS/LG ERS Age 55 with 5 years of serv ice Age 55 with 5 yea rs o f service 
Law-Enfo rcement (LEO) Any age with 30 yea rs Age 50 with 30 yea rs 
TSERS/LGERS Age 65 with 5 years of service Age 65 with 5 years of service 
Non-LEO Age 60 with 25 years Age 60 with 25 years 

Any age with 30 years Age 55 with 30 yea rs 
CJRS Age 65 with 5 years of service Age 65 with 5 years of service 

Age 50 with 24 years Age 55 with 30 years 
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T he proposed legislation does not change eligibility fo r ea rly (reduced) retirement benefits. 

Section 4: Extends the Retirement System Division (RSD)' s access to an employing agency 's 
persons and records when RSD staff is conducting a compliance investigation to detec t errors and 
ensure accountability. RSD currently has access to these persons and records when conducting an 
investigation o f fraud . 

Section 5: C larifies the time period during which an employing agency may make payments under 
the Co ntribution Based Benefit Cap provision in TS ERS and LGERS. The Cap is intended to 
more accura tely di stribute the cos t of "pension spiking", i.e. large increases in compensation 
during the fo ur years that are used in calculating the benefit. With this change the employing 
agency could choose payment w ithout interest between 3 and 15 months after the member's 
retirement or with interest between 3 and 27 months after retirement. 

Section 6: C larifies that fac tors that apply to the Cap do not have to be set through the rule making 
process under Chapter 150 B and changes the timing of the inflation index ing of the minimum 
ea rnings below which the Cap does not apply . 

Sectio n 7: Allows members o f several Systems to elec t benefi ciaries on-line, ra ther than by paper 
fo rm, regardless of the amount of service they have. C urrently beneficiaries cannot be elected on­
line if the member has IO or more years of service. 

Section 8: Replaces a higher education appointee as a member of the TSERS Board of Trustees 
w ith the Director of the O ffice of State Human Resources. Also establishes the State T reasurer as 
the cha irperson of the Boards and gives the Treasurer autho1i ty to appoint the director of the 
Retirement System. 

Secti on 9: C rea tes an exemption to State class ification and compensation rules fo r employees w ith 
spec ia lized retirement administration skill s. 

Section I 0 : Creates a fund under the control of the Boards of T rustees of TSERS and LGERS that 
ca n be used to pay fo r the cost of implementing any legislated benefit changes that will result in 
future reductions in co ntributions. The max imum amount that can be direc ted into the fund is 
0 .0 I% of co mpensa ti on. 

Section 11 : Separates statutes governing what is public w ithin membership records he ld by the 
Retirement Systems Di visio n fro m statutes governing wha t is public record wi thin employment 
fi les he ld by employ ing agenc ies. 

Section 12: Cla rifies that certa in documents ca n be transmitted by means o ther than phys ical ma il. 

Section 13: Modifies statutes allowing the Retirement Systems Division to deduct payments to 
employees ' and retirees' associations from retiree benefit payments. The required membership 
count fo r some assoc iations is increased from 2,000 to l 0,000 and proof of authorization from the 
member to deduct the payment must be made ava ilabl e upon request. The section disa llows a ll but 
a small number o f deduc tions effec tive July I , 20 17. 

Proposed Committee Substi tute to House Bill 11 34 (HI 134-CSSH-66 [v. 11 ]) 2 

• 

• 

• 



• 

• 

Sections 15-17: A ffec t Department of State Treasurer operations unrelated to the R etirement 
Systems, so are no t addressed in this no te. 

Section 18: Clarifies governance statutes for the NC 403(b) Plan. 

Section 19: Requi res that employers who receive a report that they are likely to owe a n additiona l 
contribution under the Contribution Based Benefit Cap must fo rward that report to certain 
governing bodies of the employer. 

Section 20: Eliminates conversion of additional benefits to salary from the definiti on of 
Compensation for re tirement purposes for those who become members of T SERS or LGERS after 
20 16. The section does not affect the definition fo r any current members. 

Section 2 1: Grants the Retirement Systems Di vis ion additional fl ex ibility in handling miss ing 
reports of earnings from DIP rec ipients . 

EFFECTIVE DATE: Section I becomes effec ti ve July I , 20 18. Sections 2, 3, 7 , 9 , and 20 
become effec ti ve January I , 20 17. Sections 4, 5, 6, 8, 11 , 12, 14, 16, 17, 18, 19, and 2 1 become 
e ffec tive when they beco me law. Sections 10 and 15 beco me effec ti ve October I , 20 16. Sectio n 
13 beco mes effec ti ve when it becomes law, except as described above. 

ESTIMATED IMPACT ON STA TE: 

Section I : 

Buck Consultants, the actuary fo r the Retirement Systems, es timates that the line-of-duty dea th 
prov is ion of this section w ill increase the actuaria lly detennined co nt1ibution fo r the FR SWPF by 
$96,000 per yea r. 

Hartma n & Assoc ia tes, the actuary fo r the Genera l Assembly, estimates that the line-of-duty dea th 
prov is ion of this sec ti on will increase the actuaria lly determined co ntribution fo r the F RSWPF by 
approx imately $50,000 per yea r. 

Section 3 : Buck Consultants and Hartman & Assoc iates estimate the fo llow ing long-tem1 
reductio n in the no rma l cost (and therefore th e ac tuaria ll y detern1ined contributi on) due to this 
sec ti on: 

Svstem Buck Consultants Hartman & Assoc iates 

TSE RS 0 .03% of pay 0 .16% ofpav 
LGERS 0 .04% non-LEO, 0 .11 % LEO 0 .16%ofoav 
CJRS 0 .67% 0 .68% of oav 

Bo th ac tuaries ag ree that this section w ill have no impact on the actuaria lly detennined 
contribution in FY 20 16-1 7 . 
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Both actuaries estimate that the other sections of the proposed legislation will have no materia l 
impact on the contribution rates or liabilities of any of the systems affected. 

ASSUMPTIONS AND METHODOLOGY: 

T he cost estimates of the Sys tem's Actuary are based on the employee data, actuarial 
assumptions and ac tuarial methods used to prepare the December 3 I, 20 14 ac tuar ia l va luations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
fo ll owing tables: 

Membership Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
TSERS LGERS CJRS FRSWPF 

Active Members 
Count 307,3 13 123, 184 566 43, 134 
General Fund $9,865M $70M 
Co mpensation 
Valuation $13,737M $5,652M $7 1M No t 
Compensation applicab le 
(Total) 
Average Age 45 44 55 40 
Average Service 10.7 10.3 13 .0 11.7 

Inac ti ve Members 
Count 134,871 55 ,298 50 153 

Retired Members 
Count 194,607 60,408 6 10 12,730 
Annual Benefits $4,05 8M $ 1, I09M $37M $26M 
Average Age 70 68 72 68 
New Retirees During 11 ,400 4, 100 50 600 
20 15 

Financial Statistics (as of 12/31 /2014 unless otherwise noted, M = millions) 
TSERS LGERS CJRS FRSWPF 

Accrued Liab ility (AL) 67,7 15M ot 567M $41 9M 
mea ningful 

Ac tuarial Value of $64,734M $22,682M $534M $38 1M 
Asse ts (AV A) 
Ma rket Value of Assets $64,587M $22,745M $534M $383M 
(MVA) 
Unfu nded Accrued $2,98 1M Not $33M $38M 
Liability (AL - A VA) meaning ful 
Funded Status (AVA / 96% Not 94% 9 1% 
AL) meaningful 
Annual Required 9.48% (new 7.25% 28.53% $ 17.6M 
Co ntribution (ARC) for assumptions) (non-LEO) 
FY 20 16-1 7 (as% of 
pay) 
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Assumed Rate of 7.25% 7.25% 7.25% 7.25% 
Investment Return 
Salary Increase 3.50% - 3.50% - 3.50% - Not applicable 
Assumption (includes 6.86% 6.71% 5.50% 
3.50% inflation and 
productivity) 
Cost Method Entry Age Frozen Entry Age Entry Age 

Normal Entry Age Normal Normal 
Amortization I 2 year, Not 12 year, 12 year, 

c losed, flat $ app licable closed, flat closed, flat $ 
$ 

Demographic assumptions based on 2010-20 14 experience, RP-2014 mortality, and 
projection of future mortality improvement with sca le MP-2015 

Benefit Provisions 
TSERS LGERS CJRS FRSWPF 

Formula 1.82% x Service 1.85% X 3.02% to $ 170 per 
x 4 Year Avg Serv ice 4 .02% month 

Pay x 4 Year Avg x Service 
Pay x Final Pay 

Unreduced Any/30; 60/25 ; Any/30; 50/24; 65/5 55/20 
retirement 65 (55 for 60/25; 
age/service LE0)/5 65 (55 for 

LE0)/5 
E mployee 6% 6% 6% $10 per 
contribution (as % month 
of pay) 

Further detailed infonnation concerning these assumptions and methods is shown in the 
ac tuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DAT A: 

Buck Consultants, "Administrative Changes Ret irement System/Treasurer - House Bill 1134", 
May 27, 2016, original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & As oc iates, LLC, " House Bill I 134: An Act to Make Administrative Changes to the 
Retirement System and to Make Other C hanges Affecting the State Treasurer", May 26, 2016, 
orig inal of which is on file in the General Assernbly·s Fisca l Research Di vision. 

TECHNICAL CON SID ERA TIO NS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Caro lina General Statute 120-114 
and applicable mies of the North Caro lina Senate and House of Representatives . 
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-, 
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Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 30, 20 16 

David Vanderweide 
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Hl 134-ASH-23 [v.2] 

Amends Title [NO] 
Hl 134-CSSH-66 

Representative Hurley 

NORTH CAROLINA GENERAL ASSEMBLY 
AMENDMENT 
House Bill 1134 

AMENDMENT NO. 
(to be filled in by 
Principal Clerk) 

----

Page 1 of 1 

Date 2016 ----------=-'-.C....C. 

1 moves to amend the bill on page 35, lines 41-48 by deleting the lines. 
2 

SIGNED -------- --------- ---
Committee Chair if Senate Committee Amendment 

ADOPTED FAILED TABLED ------ ------- ------

1111 11111111 II 1111 II II 
* H 1 1 3 4 - A S H - 2 3 - V - 2 * 
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Hl 134-ASH-25 [v.3] 

NORTH CAROLINA GENERAL ASSEMBLY 
AMENDMENT 
House Bill 1134 

AMENDMENT NO. 
(to be filled in by 
Principal Clerk) 

----

Page 1 of2 

Amends Title [NO] 
Hl 134-CSSH-66 

Date 2016 ----------~~~ 

Representative Elmore 

1 moves to amend the bill on page 19, line 3 7, by rewriting the line to read: 
2 
3 "ill Option three. - An installment payment plan beginning not less than 90 
4 days after the retirement of the member and ending no more than 60 
5 months after the retirement of the member. The installments must be 
6 made in equal amounts in six month increments. No interest shall be 
7 assessed on the principal amount of the contribution-based benefit cap 
8 liability owed. 
9 Payment under such an any installment plan must be completed regardless of whether 

10 the" ; 
11 
12 
13 
14 And to amend the bill on page 20, line 20, by rewriting the line to read: 
15 
16 "ill Option three. - An installment payment plan beginning not less than 90 
17 days after the retirement of the member and ending no more than 60 
18 months after the retirement of the member. The installments must be 
19 made in equal amounts in six month increments. No interest shall be 
20 assessed on the principal amount of the contribution-based benefit cap 
21 liability owed. 
22 Payment under such an any installment plan must be completed regardless of whether 
23 the" ; 
24 
25 
26 
27 and to amend the bill on page 20, between lines 22 and 23 by inserting the following between the 
28 lines: 
29 "SECTION 5.(c) G.S. 135-4Uj)(3) and G.S. 128-26(y)(3) become effective when it 
30 becomes law and applies only to a member's whose retirement allowance is determined subject to 
31 an adjustment pursuant to the contribution-based benefit cap established under G.S. 128-27(a3) 
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1 between January 1, 2016 and the date this act becomes law. Except as otherwise provided, Section 
2 5 becomes effectiv,e when it becomes law.". 

SIGNED --------------------
Committee Chair if Senate Committee Amendment 
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Amends Title [NO] 
Hl 134-CSSH-66 

Date __________ __..=..20~1~6 

Representative Elmore 

moves to amend the bill on page 3, line 26 through page 16, line 6 by rewriting the lines to read: 
"SECTION 3.(a) G.S. 135-1 is amended by adding a new subdivision to read: 
"(14a) 'Normal retirement age' shall mean, only for persons who became members on 

or after January 1, 2017: 
a. For members who are not law enforcement officers or eligible former 

law enforcement officers, (i) 50 years of age or older with 30 years of 
creditable service, (ii) 60 years of age or older with 25 years of 
creditable service, or (ii) 65 years of age or older with five years of 
membership service. 

b. For members who are law enforcement officers or eligible former law 
enforcement officers, 50 years of age or older with 30 years of 
creditable service or 55 years of age or older with five years of 
membership service and five years of creditable service as a law 
enforcement officer which may or may not be concun-ent to the five 
years of membership service. " 

SECTION 3.(b) G.S. 135-5(a) reads as rewritten : 
"(a) Service Retirement Benefits. 

(1) Any member may retire upon electronic submission or written application to 
the Board of Trustees setting forth at what time, as of the first day of a calendar 
month, not less than one day nor more than 120 days subsequent to the 
execution of and filing thereof, hethe member desires to be retired: Provided, 
that the said member at the time so specified for h-i-sthe member's retirement 
shall have attained the age of 60 years and have at least five years of 
membership service or shall have completed 30 years of creditable service. 

(la) Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014. 
.(.lhl Any member who became a member on or after January L 2017, may retire 

upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month. not less than 
one day nor more than 120 days subsequent to the execution of and filing 
thereof, the member desires to be retired: Provided, that the member at the time 
so specified for the member's retirement shall have attained normal retirement 
age. 
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(2) Repealed by Session Laws 1983 (Regular Session, 1984 ), c. 1019, s. 1. 
(3) Any member who was in service October 8, 1981 , who had attained 60 years of 

age, may retire upon electronic submission or written application to the Board 
of Trustees setting forth at what time, as of the first day of a calendar month, 
not less than one day nor more than 120 days subsequent to the execution and 
filing thereof, he desires to be retired. 

(4) Any member who became a member prior to January 1, 2017, who is a 
law-enforcement offieerofficer, and who attains age 50 and completes 15 or 
more years of creditable service in this capacity or who attains age 55 and 
completes five or more years of creditable service in this capacity, may retire 
upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month, not less than 
one day nor more than 120 days subsequent to the execution and filing thereof, 
hethe member desires to be retired; Provided, also, any member who has met 
the conditions herein required but does not retire, and later becomes a teacher or 
an employee other than as a law-enforcement officer shall continue to have the 
right to commence retirement. 

(4a) Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014. 
(4b) Any member who became a member on or after January L 2017, who is a 

law-enforcement officer and who attains age 50 and completes 30 or more years 
of creditable service in this capacity or who attains age 55 and completes five or 
more years of membership service in this capacity, may reti re upon electronic 
submission or written application to Board of Trustees setting forth at what 
time, as of the first day of a calendar month, not less than one day nor more 
than 120 days subsequent to the extension and filing thereof, the member 
desires to be retired: Provided, that the member at the time so specified for the 
member's retirement shall have attained normal retirement age; and provided 
and also, any member who has met the conditions herein required but does not 
retire, and later becomes a teacher or an employee other than as a 
law-enforcement officer shall continue to have the right to commence 
retirement. 

" 
SECTION 3.(c) G.S. 135-5(bl9) reads as rewritten: 

"(b 19) Service Retirement Allowance of Members Who Became Members Prior to January 1, 
20 17, Retiring on or After July 1, 2002. - Upon retirement from service in accordance with 
subsection (a) or (al) of this section, on or after July 1, 2002, a member who became a member 
prior to January 1, 201 7, shall receive the following service retirement allowance: 

(1) A member who is a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. If the member's service retirement date occurs on or after fltSthe 

member's 55th birthday, and completion of five years of creditable 
service as a law enforcement officer, or after the completion of 30 years 
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of creditable service, the allowance shall be equal to one and eighty-two 
hundredths percent (1.82%) of HtSthe member's average final 
compensation, multiplied by the number of years of HtSthe member's 
creditable service. 

b. If the member's service retirement date occurs on or after HtSthe 
member's 50th birthday and before HtSthe member's 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, HtSthe 
member's retirement allowance shall be equal to the greater of: 
1. The service retirement allowance payable under 

G.S. 135-5(bl9)(1)a. reduced by one-third of one percent (1/3 of 
1 % ) thereof for each month by which HtSthe member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained his or her 
55th birthday; or 

2. The service retirement allowance as computed under 
G.S. 135-5(b19)(1)a. reduced by five percent (5%) times the 
difference between 30 years and HtSthe member's creditable 
service at retirement. 

A member who is not a Jaw 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 HtSthe 

member's 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 histhe member's 60th birthday upon the 
completion of 25 years of creditable service, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of HtSthe 
member's average final compensation, multiplied by the number of 
years of creditable service. 

b. If the member's service retirement date occurs after HtSthe member's 
60th birthday and before histhe member's 65th birthday and prior to 
HtSthe member's completion of 25 years or more of creditable service, 
HtSthe member's retirement allowance shall be computed as in 
G.S. 135-5(b l 9)(2)a. but shall be reduced by one-quarter of one percent 
(1 /4 of I%) thereof for each month by which HtSthe member's retirement 
date precedes the first day of the month coincident with or next 
following HtSthe member's 65th birthday. 

c. If the member's early service retirement date occurs on or after HtSthe 
member's 50th birthday and before histhe member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, HtSthe member's early 
service retirement allowance shall be equal to the greater of: 
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1. The service retirement allowance as computed under 
G.S. 135-5(bl9)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1%) thereof for each month by which Ht5the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (1/4 of 1 %) thereof for each month by which Ht5the 
member's 60th birthday precedes the first day of the month 
coincident with or next following Ht5the member's 65th birthday; 
or 

2. The service retirement allowance as computed under 
G.S. 135-5(bl 9)(2)a. reduced by five percent (5%) times the 
difference between 30 years and Ht5the member's 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. l 35-5(b l 9)(2)b. 

d. Notwithstanding the foregoing provisions, any member whose 
creditable service commenced prior to July 1, 1963, shall not receive 
less than the benefit provided by G.S. 135-5(b)." 

SECTION 3.(d) G.S. 135-5 is amended by adding a new subsection to read: 
"ilill.) Service Retirement Allowance of Members Who Became a Member On or After 

January 1, 2017 - Upon retirement from service in accordance with subsection (a) or (al) of this 
section, a member who became a member on or after January 1, 2017, shall receive the following 
service retirement allowance: 

ill 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 the member's 

55th birthday, and completion of five years membership service as a law 
enforcement officer, or after the completion of 30 years creditable 
service, the allowance shall be equal to one and eighty-two hundredths 
percent (1.82%) of the member's average final compensation, multiplied 
by the number of years of creditable service. 

b. If the member's service retirement date occurs on or after the member's 
50th birthday, and before the member's 55th birthday, with 15 or more 
years of creditable service as a Jaw enforcement officer and prior to the 
normal retirement age, the member's retirement allowance shall be equal 
to the greater of the following amounts: 
.L The service retirement allowance payable under 

G.S. l 35-5(b2 l )(1 )a. reduced by one-third of one percent (1 /3 of 
1 %) thereof for each month by which the member's retirement 
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date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 

2. The service retirement allowance as computed under 
G.S. 135-5(21)(1)a. but reduced by the sum of five-twelfths of 
one percent (5/ 12of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working. 

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 the member's 

65th birthday upon completion of five years of membership service, or 
on or after the member's 60th birthday upon completion of 25 years of 
creditable service, or on or after the member's 50th birthday upon 
completion of 30 years creditable service, the allowance shal l be equal 
to one and eighty-two hundredths percent (I .82%) of the member's 
average final compensation multiplied by the number of years of 
creditable service. 

b. If the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service, the 
retirement allowance sha ll be computed as in G.S. 136-5(b21)(2)a. but 
shall be reduced by one-quarter of one percent (1 /4 of 1 %) thereof for 
each month by which the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 
birthday. 

c. If the member's early service retirement date occurs on or after the 
member's 50th bi1ihday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the normal 
retirement age, the early service retirement allowance shall be equal to 
the greater of the following amounts: 
.L The service retirement allowance as computed under 

G.S. 135-5(b21)(2)a. but reduced by the sum of five-twelfths of 
one percent (5 / 12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained age 60, plus one-quarter of one percent ( 1 /4 of 1 %) 
thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 
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The service retirement allowance as computed under 
G .S. 135-5(21)(1 )a. but reduced by the sum of five-twelfths of 
one percent (5/l2of l %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working." 

SECTION 3.(e) G.S. 135-5 is amended by adding a new subsection to read: 
"(m5) Survivor's Alternate Benefit. - Upon the death of a member in service, who became a 

member on or after January 1, 2017, the 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) of this section computed by assuming that the 
member had retired on the first day of the month following the date of the member's death, 
provided that all four of the following conditions apply: 

ill a. The member had attained such age or creditable service to be eligible to 
commence retirement with an early or service retirement allowance, or 

ill 

ill 

b. The member had obtained 20 years of creditable service in which case 
the retirement allowance shall be computed in accordance with 
G.S. 135-5(b21)(1)b. or G.S. 135-5(b21)(2)c., notwithstanding the 
requirement of obtaining age 50, or 

12.L The member was a law enforcement officer who had obtained 15 years 
of service as a law enforcement officer and was killed in the line of 
duty, in which case the retirement allowance shall be computed in 
accordance with G.S. 135-5(b21)(I)b., notwithstanding the requirement 
of obtaining age 50. 

At the time of the member's death, one and only one beneficiary is e li gible to 
receive a return of the member's accumulated contributions. 
The member had not instructed the Board of Trustees in writing that the 
member did not wish the provisions of this subsection to app ly. 

ffi The member had not commenced to receive a retirement allowance as provided 
under this Chapter. 

For the purpose of this benefit, a member is considered to be in service at the date of death if 
the member's death occurs within 180 days from the last day of the member's actual service. The 
last day of actual service shall be determined as provided in subsection (I) 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. 

Notwithstanding the foregoing, a member who is in receipt of Workers' Compensation during 
the period for which the member would have otherwise been eligible to receive short-term 
benefits, as provided in G.S. 135-105, and who dies on or after 181 days from the last day of the 
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member's actual service but on or before the date the benefits as provided in G.S. 135-105 would 
have ended, shall be considered in service at the time of the member's death for the purpose of this 
benefit. 

For the purpose of calculating this benefit any terminal payouts made after the date of death 
that meet the definition of compensation shall be credited to the month prior to the month of death. 
These terminal payouts do not include salary or wages paid for work performed during the month 
of death." 

SECTION 3.(f) G.S. 128-21 is amended by adding a new subdivision to read: 
"Q.iru 'Normal retirement age' shall mean, only for persons who became members on 

or after January 1, 2017: 
a. a. For members who are not law enforcement officers or eligible 

former law enforcement officers, (i) 50 years of age or older with 30 
years of creditable service, (ii) 60 years of age or older with 25 years of 
creditable service, or (ii) 65 years of age or older with five years of 
creditable service. 

Q,. For members who are law enforcement officers or eligible former law 
enforcement officers, 50 years of age or older with 30 years of 
creditable service or 55 years of age or older with fi ve years of 
creditable service as a law enforcement officer." 

SECTION 3.(g) G.S. 128-27(a) reads as rewritten: 
"(a) Service Retirement Benefits. -

(1) Any member may retire upon electronic submission or written application to 
the Board of Trustees setting forth at what time, as of the first day of a calendar 
month, not less than one day nor more than 120 days subsequent to the 
execution and filing thereof, hethe member desires to be retired: Provided, that 
the said member at the time so specified for fl+Sthe member's retirement shall 
have attained the age of 60 years and have at least five years of creditable 
service or shall have completed 30 years of creditable service, or if a firefighter 
or rescue squad worker, hethe member shall have attained the age of 55 years 
and have at least five years of creditable service. 

ClJ:u Any member who became a member on or after January L 2017, may retire 
upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month, not less than 
one day nor more than 120 days subsequent to the execution of and filing 
thereof: the member desires to be retired: Provided, that the member at the time 
so specified for the member's retirement shall have attained n01mal retirement 
age. 

(2) Repealed by Session Laws 1983 (Regular Session, 1984 ), c. 1019, s. 1. 
(3) Repealed by Session Laws 1971, c. 325, s. 12. 
(4) Any member who was in service October 8, 1981 , who had attained 60 years of 

age, may retire upon electronic submission or written application to the Board 
of Trustees setting forth at what time, as of the first day of a calendar month, 
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not less than one day nor more than 120 days subsequent to the execution and 
filing thereof, he desires to be retired. 
Any member who became a member prior to January 1, 2017, who is a law 
enforcement officer, and who attains age 50 and completes 15 or more years of 
creditable service in this capacity or who attains age 55 and completes five or 
more years of creditable service in this capacity, may retire upon electronic 
submission or written application to the Board of Trustees setting forth at what 
time, as of the first day of a calendar month, not less than one day nor more 
than 120 days subsequent to the execution and filing thereof, Bethe member 
desires to be retired; provided, also, any member who has met the conditions 
required by this subdivision but does not retire, and later becomes an employee 
other than as a law enforcement officer, continues to have the right to 
commence retirement. 
Any member who became a member on or after January 1, 2017, who is a 
law-enforcement officer, and who attains age 50 and completes 30 or more 
years of creditable service in this capacity or who attains age 55 and completes 
five or more years of membership service in this capacity. may retire upon 
electronic submission or written application to Board of Trustees setting forth at 
what time, as of the first day of a calendar month, not less than one day nor 
more than 120 days subsequent to the extension and filing thereof, the member 
desires to be retired: Provided, that the member at the time so specified for the 
member's retirement shall have attained normal retirement age; and provided 
and also, any member who has met the conditions herein required but does not 
retire, and later becomes a teacher or an employee other than as a 
law-enforcement officer shall continue to have the right to commence 
retirement." 

SECTION 3.(h) G.S. I28-27(bl) reads as rewritten: 
"(b2 l) Service Retirement Allowance of Member Who Became a Member Prior to January I, 

2017, Retiring on or After July 1, 2003. - Upon retirement from service in accordance with 
subsection (a) or (al) above, on or after July 1, 2003, a member who becan1e a member prior to 
January 1.2017, shall receive the following service retirement allowance: 

(I) 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. 

b. 

If the member's service retirement date occurs on or after msthe 
member's 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-five 
hundredths percent (1.85%) of msthe member's average final 
compensation, multiplied by the number of years of msthe member's 
creditable service. 
If the member's service retirement date occurs on or after msthe 
member's 50th birthday and before msthe member's 55th birthday with 
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15 or more years of creditable service as a law enforcement officer and 
prior to the completion of 30 years of creditable service, m-sthe 
member's retirement allowance shall be equal to the greater of: 
1. The service retirement allowance payable under 

G.S. 128-27(b2l)(l)a. reduced by one-third of one percent (1 /3 
of 1 %) thereof for each month by which m-sthe member's 
retirement date precedes the first day of the month coincident 
with or next following the month the member would have 
attained his or her 55th birthday; 

2. The service retirement allowance as computed under 
G.S. 128-27(b2l)(l)a. reduced by five percent (5%) times the 
difference between 30 years and m-sthe member's 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 m-sthe 

member's 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 m-sthe member's 60th birthday upon the completion of 25 years of 
creditable service, the allowance shall be equal to one and eighty-five 
hundredths percent (1.85%) of average final compensation, multiplied 
by the number of years of creditable service. 

b. If the member's service retirement date occurs after m-sthe member's 
60th birthday and before lti-sthe member's 65th birthday and prior to 
H+Sthe member's completion of 25 years or more of creditable service, 
lti-sthe member's retirement allowance shall be computed as in 
G.S. 128-27(b21)(2)a. but shall be reduced by one-quarter of one 
percent (1 /4 of I%) thereof for each month by which H+Sthe member's 
retirement date precedes the first day of the month coincident with or 
next following H+Sthe member's 65th birthday. 

c. If the member's early service retirement date occurs on or after lti-sthe 
member's 50th birthday and before ru-sthe member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, H+Sthe member's early 
service retirement allowance shall be equal to the greater of: 
1. The service retirement allowance as computed under 

G.S. l 28-27(b2 l )(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1%) thereof for each month by which H+Sthe 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (1/4 of I%) thereof for each month by which m-sthe 
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member's 60th birthday precedes the first day of the month 
coincident with or next following htsthe member's 65th birthday; 
or 

2. The service retirement allowance as computed under 
G.S. 128-27(b21)(2)a. reduced by five percent (5%) times the 
difference between 30 years and htsthe member's 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(b21)(2)b. 

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 3.(i) G.S. 128-27 is amended by adding a new subsection to read: 
"(b22) Service Retirement Allowance of Members Who Became a Member On or After 

January L 2017 - Upon retirement from service in accordance with subsection (a) or (a 1) of this 
section, a member who became a member on or after January 1, 2017, shall receive the following 
service retirement allowance: 

ill 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 the member's 

55th birthday, and completion of five years membership service as a law 
enforcement officer, or after the completion of 30 years creditable 
service, the allowance shall be equal to one and eighty-five hundredths 
percent (1.85%) of the member's average final compensation, multiplied 
by the number of years of creditable service. 

~ If the member's service retirement date occurs on or after the member's 
50th birthday, and before the member's 55th bi1ihday, with 20 or more 
years of creditable service as a law enforcement officer and prior to the 
normal retirement age, the member's retirement allowance shall be equal 
to the greater of the following amounts: 
_L The service retirement allowance payable under 

G.S. 128-27(b22)(1)a. reduced by one-third of one percent (1 /3 
of I%) thereof for each month by which the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 

2. The service retirement allowance as computed under 
G.S. 128-27{22)(1)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
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have attained normal retirement age had the member continued 
working. 

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 the member's 

65th birthday upon completion of five years creditable service, or on or 
after the member's 60th birthday upon completion of 25 years of 
creditable service, or on or after the member's 50th birthday upon 
completion of 30 years of creditable service, the allowance shall be 
equal to one and eighty-five hundredths percent (1.85%) of the 
member's average final compensation multiplied by the number of years 
of creditable service. 

b. If the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service, the 
retirement allowance shall be computed as in G.S. I 28-27(b22)(2)a. but 
shall be reduced by one-quarter of one percent (1 /4 of 1 %) thereof for 
each month by which the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 
birthday. 

c. If the member's early service retirement date occurs on or after the · 
member's 50th birthday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the normal 
retirement age, the early service retirement allowance shall be equal to 
the greater of the following amounts: 
L The service retirement allowance as computed under 

G.S. l 28-27(b22)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/ 12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the ·member would 
have attained age 60, plus one-quarter of one percent (1 /4 of 1 %) 
thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 

2. The service retirement allowance as computed under 
G.S. 128-27(b22)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first dav of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working. 
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3. If the member's creditable service commenced prior to July l, 
1994, the service retirement allowance equal to the actuarial 
equivalent of the allowance payable at the age of 60 years as 
computed under G.S. 128-27(b22)(2)b." 

SECTION 3.U) G.S. 128-27 is amended by adding a new subsection to read: 
"(m4) Survivor's Alternate Benefit. - Upon the death of a member in service, the 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) of this 
section computed by assuming that the member had retired on the first day of the month following 
the date of the member's death, provided that all four of the following conditions apply: 

ill a. The member had attained such age or creditable service to be eligible to 
commence retirement with an early or service retirement allowance, or 

ill 

ill 

b. The member had obtained 20 years of creditable service in which case 
the retirement allowance shall be computed in accordance with 
G.S. 128-27(b22)(1)b. or G.S. 128-27(b22)(2)c., notwithstanding the 
requirement of obtaining age 50, or 

h.L. The member was a law enforcement officer who had obtained 15 years 
of service as a law enforcement officer and was killed in the line of 
duty, or the member was a firefighter or a rescue squad worker who had 
obtained 15 years of service as a firefighter or a rescue squad worker 
and was killed in the line of duty, in which cases the retirement 
allowance shall be computed in accordance with G.S. 128-27(b22)(1 )b., 
notwithstanding the requirement of obtaining age 50. 

At the time of the member's death, one and only one beneficiary is eligible to 
receive a return of the member's accumulated contributions. 
The member had not instructed the Board of Trustees in writing that the 
member did not wish the provisions of this subsection apply. 
The member had not commenced to receive a retirement allowance as provided 
under this Chapter. 

For the purpose of this benefit, a member is considered to be in service at the date of the 
member's death if the death occurs within 180 days from the last day of the member's actual 
service. The last day of actual service shall be determined as provided in subsection (l) 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. 

For the purpose of calculating this benefit, any terminal payouts made after the date of death 
that meet the definition of compensation shall be credited to the month prior to the month of death . 
These terminal payouts do not include salary or wages paid for work performed during the month 
of death." 

SECTION 3.(k) G.S. 135-53 is amended by adding a new subdivision to read: 
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1 ".elm 'Normal retirement age' shaU mean, only for persons who became members on 
2 or after January 1, 2017, 50 years of age or older with 30 years of creditable 
3 service or 65 years of age or older with five years of membership service." 
4 SECTION 3.(1) G.S. 135-58 reads as rewritten: 
5 "§ 135-58. Service retirement benefits. 
6 
7 (a6) Any member who became a member prior to January 1, 2017, and who retires under 
8 the provisions of G.S. 135-57(a) or G.S. 135-57(c) on or after July 1, 2008, after the member has 
9 either attained the member's 65th birthday or has completed 24 years or more of creditable service, 

10 shall receive an annual retirement allowance, payable monthly, which shall commence on the 
11 effective date of the member's retirement and shall be continued on the first day of each month 
12 thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
13 amounts in subdivisions (1 ), (2), (3), ( 4), and (5) of this subsection, provided that in no event shall 
14 the annual allowance payable to any member be greater than an amount which, when added to the 
15 allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
16 Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 
17 Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
18 of payment), would total three-fourths of the member's final compensation: 
19 (1) Four and two hundredths percent ( 4.02%) of the member's final compensation, 
20 multiplied by the number of years of creditable service rendered as a justice of 
21 the Supreme Court, a judge of the Court of Appeals, or the Director of the 
22 Administrative Office of the Courts; 
23 (2) Three and fifty-two hundredths percent (3.52%) of the member's final 
24 compensation, multiplied by the number of years of creditable service rendered 
25 as a judge of the superior court; 
26 (3) Three and two hundredths percent (3.02%) of the member's final compensation, 
27 multiplied by the number of years of creditable service rendered as a judge of 
28 the district court, district attorney, clerk of superior court, public defender, or 
29 the Director of Indigent Defense Services; 
30 ( 4) A service retirement allowance computed in accordance with the service 
31 retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
32 an average final compensation as defined in G.S. 135-53(2a) and creditable 
33 service equal to the number of years of the member's creditable service that was 
34 transferred from the Local Governmental Employees' Retirement System to this 
35 System as provided in G.S. 135-56; and 
36 (5) A service retirement allowance computed in accordance with the service 
3 7 retirement provisions of Article 1 of this Chapter using an average final 
38 compensation as defined in G.S . 135-53(2a) and creditable service, including 
39 any sick leave standing to the credit of the member, equal to the number of 
40 years of the member's creditable service that was transferred from the Teachers' 
41 and State Employees' Retirement System or the Legislative Retirement System 
42 to this System as provided in G.S. 135-56. 
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1 U!1l Any member who became a member on or after January 1, 2017, who retires under the 
2 provisions of G.S. 135-57(a) or G.S. l 35-57(c) after the member has attained normal retirement 
3 age shall receive an annual retirement allowance, payable monthly, which shall commence on the 
4 effective date of the member's retirement and shall be continued on the first day of each month 
5 thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
6 amounts in subdivisions (1 ), (2), (3), ( 4), and (5) of this subsection, provided that in no event shall 
7 the annual allowance payable to any member be greater than an amount which, when added to the 
8 allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
9 Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 

10 Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
11 of payment), would total three-fourths of the member's final compensation: 
12 ill Four and two hundredths percent (4.02%) of the member's final compensation, 
13 multiplied by the number of years of creditable service rendered as a justice of 
14 the Supreme Court, a judge of the Court of Appeals, or the Director of the 
15 Administrative Office of the Courts; 
16 ill Three and fifty-two hundredths percent (3.52%) of the member's final 
17 compensation, multiplied by the number of years of creditable service rendered 
18 as a judge of the superior court; 
19 ill Three and two hundredths percent (3.02%) of the member's final compensation, 
20 multiplied by the number of years of creditable service rendered as a judge of 
21 the district court, district attorney, clerk of superior court, public defender, or 
22 the Director of Indigent Defense Services; 
23 ill A service retirement allowance computed in accordance with the service 
24 retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
25 an average final compensation as defined in G.S. 135-53(2a) and creditable 
26 service equal to the number of years of the member's creditable service that was 
27 transferred from the Local Governmental Employees' Retirement System to this 
28 System as provided in G.S. 135-56; and 
29 ill A service retirement allowance computed in accordance with the service 
30 retirement provisions of Article 1 of this Chapter using an average final 
31 compensation as defined in G.S. l 35-53(2a) and creditable service, including 
32 any sick leave standing to the credit of the member, equal to the number of 
33 years of the member's creditable service that was transferred from the Teachers' 
34 and State Employees' Retirement System or the Legislative Retirement System 
35 to this System as provided in G.S . 135-56. 
36 (b) Any member who became a member prior to January 1, 2017, who retires under the 
37 provisions of subsection (a) or subsection (c) of G.S. 135-57 before hethe member either has 
38 attained his or her sixty-fifth birthday or has completed 24 years of creditable service shall receive 
39 an annual retirement allowance, payable monthly, which shall commence on the effective date of 
40 ru-sthe member's retirement and shall be continued on the first day of each month thereafter during 
41 J::ttsthe member's lifetime, the amount of which shall be determined in the same manner and be 
42 subject to the same maximum limitation as provided for in subsection (a) above except that the 
43 allowance so computed shall be reduced by one quarter of one percent (Y4 of 1 %) thereof for each 
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month by which the member's retirement date precedes the first day of the month coincident with 
or next following the earlier of 

(1) The member's sixty-fifth birtnday or 
(2) The date the member would have completed 24 years of creditable service if 

hethe member had been in membership service from his or her retirement date 
until such date. 

For the sole purpose of determining whether a member has completed the required 24 years of 
creditable service referred to in this subsection (b) or the date on which hethe member would have 
completed such period of creditable service if hethe member had remained in membership service, 
in the case of a member of the Teachers' and State Employees' Retirement System who became a 
member of this Retirement System under circumstances described in G.S. 135-28.1 , and who at 
the time of ftt5the member's retirement hereunder is in service and has retained his or her 
membership in the Teachers' and State Employees' Retirement System as provided for in 
G.S. 135-28.1 , ftt5the member's creditable service shall be taken as the sum of ftt5the member's 
creditable service hereunder plus the amount of creditable service remaining to ftt5the member's 
credit in such other system as provided for in G.S . 135-28.1. 

ilill Any member who became a member on or after January l, 2017, who retires under the 
provisions of subsection (a) or subsection (c) of G.S . 135-57 before the member has attained 
normal retirement age shall receive an annual retirement allowance, payable monthly, which shall 
commence on the effective date of the member's retirement and shall be continued on the first day 
of each month thereafter during the member's lifetime, the amount of which shall be determined in 
the same manner and be subject to the same maximum limitation as provided for in subsection (a) 
above except that the allowance so computed shall be reduced by one quarter of one percent ( 11,i of 
I%) thereof for each month by which the member's retirement date precedes the first day of the 
month coincident with or next following the month the member would have attained normal 
retirement age had the member continued working. 

For the sole purpose of determining whether a member has completed the required 30 years of 
creditable service referred to in this subsection or the date on which the member would have 
completed such period of creditable service if the member had remained in membership service, in 
the case of a member of the Teachers' and State Employees' Retirement System who became a 
member of this Retirement System under circumstances described in G.S. 135-28.1, and who at 
the time of the member's retirement hereunder is in service and has retained his or her membership 
in the Teachers' and State Employees' Retirement System as provided for in G.S. 135-28.1, the 
member's creditable service shall be taken as the sum of the member's creditable service hereunder 
plus the amount of creditable service remaining to the member's credit in such other system as 
provided for in G.S . 135-28.1. 

II 

SECTION 3.(m) G.S. 135-74(cl) reads as rewritten: 
"(cl) A member who has contributions in this System and is not eligible for a retirement 

benefit as set forth in G.S. 135-58(a6) or 135-58(a7) shall be paid his or her contributions in a 
lump sum as provided in G.S. 135-62 by April 1 of the calendar year following the later of the 
calendar year in which the member (i) attains 70 and one-half years of age or (ii) has ceased to be 
a judge, district attorney, public defender, the Director of Indigent Defense Services, or clerk of 
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superior court as provided in G.S. 135-53, except by death . If such member fails , following 
reasonable notification, to complete a refund application by such required date, the requirement 
that a refund application be completed shall be waived and the refund shall be paid without a 
refund application as a single lump-sum payment with applicable required North Carolina and 
federal income taxes withheld. For purposes of this subsection, a member shall not be considered 
to have ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
Services, or clerk of superior court as provided in G.S. 135-53 if the member is actively 
contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
Employees' Retirement System, or Consolidated Judicial Retirement System. A lump-sum refund 
shall not be paid under this subsection if the member is actively contributing to the Teachers' and 
State Employees' Retirement System, Local Governmental Employees' Retirement System, or 
Consolidated Judicial Retirement System." 

SECTION 3.(n) The Joint Legislative Program Evaluation Oversight Committee shall 
include in the 2016 Work Plan for the Program Evaluation Division of the General Assembly an 
examination of other states that have implemented a normal retirement age for a pension system 
that was already in place and shall compare various elements of the total compensation and benefit 
package for the employees covered by each state's pension system to the employees covered by 
the pension systems amended in this section. The elements examined shall include the items 
outlined below. 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

The normal retirement age and years of service thresholds recently 
implemented by each pension system for each employee group. 
An analysis of the total value of retirement benefits for State government 
employees, teachers, and law enforcement officer members of the North 
Carolina Teachers' and State Employees' Retirement System as compared to the 
average value of retirement benefits offered by other state governments that 
have implemented a normal retirement age. 
An analysis of the total value of retirement benefits for members of the North 
Carolina Local Governmental Employees' Retirement System as compared to 
the average value of retirement benefits offered by local governments in other 
states that have implemented a normal retirement age. 
An analysis of the total value of retirement benefits for members of the North 
Carolina Consolidated Judicial Retirement System as compared to the average 
value of retirement benefits offered to similar employees in other states that 
have implemented a normal retirement age. 
An analysis of employee, retiree, and dependent medical insurance subsidies 
that the State provides employees compared to those subsidies offered by other 
states that have implemented a normal retirement age. 
An analysis of recent changes in various elements of the salary structure 
including cost of living adjustments, performance pay increases, vacation and 
sick leave benefits, and the existence of longevity for other states that have 
implemented a normal retirement age. 

The Program Evaluation Division shall submit its findings and recommendations to the 
Joint Legislative Program Evaluation Oversight Committee, the Joint Legislative Commission on 
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1 Governmental Operations, and the Fiscal Research Division on a date to be determined by the 
2 Joint Legislative Program Evaluation Oversight Committee." 
3 SECTION 3. ( o) Subsection (n) of this section becomes effective when it becomes 
4 law. The remainder of the section becomes ctive January 1, 2017. ". 

SIGNED --------------------
Committee Chair if Senate Committee Amendment 

ADOPTED FAILED TABLED ------- ------- ------
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PENSION SPIKING INVOICES 

SENT AS OF 5/16/2016 

RETIREMENT SYSTEM RETIREMENT DATE INVOICE AMOUNT INVOICE STATUS 

TSERS 7/1/2015 $65,682 

TSERS 3/1/2016 $44,222 

LGERS 3/1/2015 $214,799 

LGERS 1/1/2016 $85,528 

TSERS 5/1/2015 $208,406 

TSERS 2/1/2015 $124,684 

TSERS 6/1/2015 $7,329 

LGERS 3/1/2016 $37,479 

LGERS 3/1/2016 $79,994 

LGERS 1/1/2016 $93,897 

TSERS 10/1/2015 $30,107 

TSERS 7/1/2015 $5,067 

TSERS 1/1/2016 $10,048 

TSERS 10/1/2015 $62,367 

TSERS 7/1/2015 $93,894 

LGERS 7/1/2015 $11,493 

TSERS 12/1/2015 $8,351 

TSERS 7/1/2015 $9,404 

TSERS 8/1/2015 $151,487 

TSERS 3/1/2016 $435,914 

TSERS 1/1/2016 $65,370 

LGERS 1/1/2015 $83,261 

LGERS 9/1/2015 $8,816 

TSERS 1/1/2015 $26,981 

TSERS 7/1/2015 $5,858 

TSERS 9/1/2015 $88,568 

TSERS 1/1/2016 $43,730 

TSERS 7/1/2015 $262,833 

LGERS 3/1/2016 $48,455 

TSERS 12/1/2015 $46,834 

TSERS 7/1/2015 $13,3 16 

TSERS 11/1/2015 $41,897 

TSERS 1/1/2016 $67,488 

TSERS 1/1/2015 $252,614 

TSERS 3/1/2016 $583,354 

Subtotal $3,419,527 

Invoices sent, but still subject to adjustment by employer payroll adjustments 

AGENCY 

ALEXANDER COUNTY SCHOOLS 

ASHEBORO CITY SCHOOLS 

BUNCOMBE COUNTY 

BUNCOMBE COUNTY 

CABARRUS COUNTY SCHOOLS 

CAPE FEAR COMMUNITY COLLEGE 

CHARLOTIE-MECK COUNTY SCHOOLS 

CITY OF GREENSBORO 

CITY OF HIGH POINT 

CITY OF RALEIGH HOUSING AUTHORITY 

CURRITUCK COUNTY SCHOOLS 

DEPARTMENT OF COMMERCE 

DURHAM PUBLIC SCHOOLS 

EAST CAROLINA UNIVERSITY 

EDGECOMBE COUNTY SCHOOLS 

GASTON COUNTY 

HEALTH & HUMAN SERVICES 

HERTFORD COUNTY SCHOOLS 

HICKORY CITY SCHOOLS 

JOHNSTON COUNTY SCHOOLS 

LENOIR COUNTY SCHOOLS 

MECKLENBURG COUNTY 

MECKLENBURG COUNTY ABC BOARD 

NC STATE UNIVERSITY 

PAMLICO COUNTY SCHOOLS 

PENDER COUNTY SCHOOLS 

PERQUIMANS COUNTY SCHOOLS 

ROBESON COUNTY SCHOOLS 

TOWN OF CARY 

UNC CHAPEL HILL 

UNC HEALTH CARE SYSTEM 

UNC HEALTH CARE SYSTEM 

UNC HEALTH CARE SYSTEM 

WESTERN CAROLINA UNIVERSITY 

WILKES COUNTY SCHOOLS 

TSE RS 4/1/2016 $22,586 

LGERS 4/1/2016 $197,233 

COMMUNITY COLLEGES ADMINISTRAION 

EASTPOINTE HUMAN SERVICES 

LGERS 4/1/2016 $87,446 MECKLENBURG EMER MED SVCS AGCY 

TSERS 4/1/2016 $313,104 UNC GENERAL ADMINISTRATION 

TSE RS 5/1/2016 $135,926 APPALACHIAN STATE UNIVERSITY 

TSERS 5/1/2016 $2,817 DURHAM PUBLIC SCHOOLS 

TSERS 5/1/2016 $13,063 EAST CAROLINA UNIVERSITY 

TSERS 6/1/2016 $512,867 UNION COUNTY SCHOOLS 

TSERS 7/1/2016 $102,629 HENDERSON COUNTY SCHOOLS 

TSE RS 7/1/2016 $43,914 UNC ASHEVILLE 

TSERS 7/1/2016 $1,074,465 UNC HEALTH CARE SYSTEM 

Subtotal $2,506,051 

Grand Total $5,925,577 
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May 23 , 2016 

I A BILL TO BE ENTITLED 
2 AN ACT TO MAKE ADMINISTRA TJVE CHANGES TO THE RETIREMENT SYSTEM AND 
3 TO MAKE OTHER CHANGES AFFECTING THE STA TE TREASURER. 
4 The General Assembly of North Carolina enacts: 
5 SECTION 1.(a) G.S. 58-86-2 is amended by adding a new subdivision to read: 
6 "f.2.fil "Killed in the line of duty" has the same meaning as in G.S. 143-166.2(c)." 
7 SECTION 1.(b) G.S. 58-86-55 is amended by adding a new subsection to read: 
8 "(ill Benefits shall be paid in the following manner when a member is killed in the line of 
9 duty and the requirements of Article 12A of Chapter 143 of the General Statutes are met: 

10 ill If the member had been receiving a monthly pension fund benefit prior to being 
11 killed in the line of duty, there shall be paid to the member's principal 
12 beneficiary, if only one principal beneficiary is eligible, an amount of one 
13 hundred seventy dollars ($170.00) per month beginning the month following 
14 the member's month of death payable for 300 months or until the beneficiary's 
15 death, whichever occurs first. 
16 ill If the member had been receiving a monthly pension fund benefit prior to being 
17 killed in the line of duty and the beneficiary is not payable as described in 
18 subdivision (I) of this section, a lump sum payment equal to the difference 
19 between the amount paid into the member's separate account by or on behalf of 
20 the member and the amount received by the member as a pensioner will be paid 
21 to the eligible beneficiaries, or if there are no eligible beneficiaries, shall be 
22 paid to the member's estate. 
23 ill If the member had not yet begun receiving a monthly benefit prior to being 
24 killed in the line of duty, there shall be paid to the member's principal 
25 beneficiary, if only one principal beneficiary is eligible, an amount of one 
26 hundred seventy dollars ($170.00) per month beginning the month following 
27 the month the member would have attained age 55, or if the member had 
28 already attained age 55, beginning the month following the member's month of 
29 death, payable for 300 months or until the beneficiary's death, whichever occurs 
30 first. 
31 ill If the member had not begun receiving a monthly benefit prior to being killed 
32 in the line of duty and the beneficiary is not payable as described in subdivision 
33 (3) of this section, a lump sum payment equal to the member's contributions 
34 will be paid to the eligible beneficiaries, or if there are no eligible beneficiaries, 
35 a return of the contributions shall be paid to the member's estate. 

11111 I 111111111 
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J A beneficiary under this subsection shall not be required to make the monthly payment of ten 
2 dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed 
3 in the line of duty." 
4 SECTION 1.(c) G.S. 58-86-60 reads as rewritten: 
5 "§ 58-86-60. Payments in lump sums. 
6 The board shall direct payment in lump sums from the fund in the following cases: 
7 (1) To any firefighter or rescue squad worker upon the attaining of the age of 55 
8 years, who, for any reason, is not qualified to receive the monthly retirement 
9 pension and who was enrolled as a member of the fund , an amount equal to the 

IO amount paid into the fund by him. This provision shall not be construed to 
11 preclude any active firefighter or rescue squad worker from completing the 
12 requisite number of years of active service after attaining the age of 55 years 
13 necessary to entitle the firefighter or rescue squad worker to the pension. 
14 (2) If any firefighter or rescue squad worker dtesdies, except if the individual is 
15 killed in the line of duty, before attaining the age at which a pension is payable 
16 to the firefighter or rescue squad worker under the provisions of this Article, 
17 there shall be paid to his or her survi\1ing spouse, or if there be no surt'iving 
18 spouse, to the person responsible for his or her child or children, or if there be 
19 no surviving spouse or children, then to his or her heirs at law as may be 
20 determined by the board or to his or her estate, if it is administered and there are 
21 no heirs,to the person or persons designated by the member, or if the member 
22 has not designated a beneficiary, to the surviving spouse of the deceased 
23 member, or if not survived by a designated beneficiary or spouse, to the 
24 deceased member's legal representative, an amount equal to the amount paid 
25 into the member's separate account by or on behalf of the said firefighter or 
26 rescue squad worker. 
27 (3) If any firefighter or rescue squad worker dtesdies, except if the individual is 
28 killed in the line of duty, after beginning to receive the pension payable to the 
29 firefighter or rescue squad worker by this Article, and before receiving an 
30 amount equal to the amount paid into the fund by him or her, there shall be paid 
31 to his or her surviving spouse, or if there be no surviving spouse, then to the 
32 person responsible for his or her child or children, or if there be no surviving 
33 spouse or children, then to his or her heirs at law as may be determined by the 
34 board or to his or her estate, if it is administered and there are no heirs,to the 
35 person or persons designated by the member, or if the member has not 
36 designated a beneficiary, to the surviving spouse of the deceased retired 
37 member, or if not survived by a designated beneficiary or spouse, to the 
38 deceased retired member's legal representative, an amount equal to the 
39 difference between the amount paid into the member's separate account by or 
40 on behalf of the said firefighter or rescue squad worker and the amount received 
41 by him or her as a pensioner. 
42 (4) Any member who withdraws from the fund shall, upon proper application, be 
43 paid all moneys without accumulated earnings on the payments after the time 
44 they were made. A member may not purchase time under G.S. 58-86-45 for 
45 which he or she has received a refund." 
46 SECTION 1.(d) This section becomes effective July I , 2018, and applies to benefits 
47 paid when a member is killed in the line of duty on or after that date. 
48 SECTION 2.(a) G.S. 58-86-90 reads as rewritten : 
49 "§ 58-86-90. Exemptions of pensions from attachment; rights nonassignable. 
50 Except for the applications of the provisions of G.S. 110-136, and in connection with a 
51 court-ordered equitable distribution under G.S. 50-20, the pensions provided are not subject to 

Page 2 House Bill 1134-First Edition 



General Assembly Of North Carolina Session 2015 

• 
1 attachment, garnishments or judgments against the firefighter or rescue squad worker entitled to 
2 them, nor are any rights in the fund or the pensions or benefits assignable. Notwithstanding any 
3 provisions to the contrary, any overpayment of benefits to a member in a State-administered 
4 retirement system, the Disability Salary Continuation Plan, or the Disability Income Plan of North 
5 Carolina, including any benefits paid to, or State Health Plan premiums paid on behalf of, any 
6 member who is later determined to have been ineligible for those benefits, may be offset against 
7 any retirement allowance, return of contributions, or any other right accruing under this Article to 
8 the same person, the person's estate, or designated beneficiary." 
9 SECTION 2.(b) G.S. 135-5(n) reads as rewritten: 

10 "(n) No action shall be commenced against the State or the Retirement System by any 
11 retired member or beneficiary respecting any deficiency in the payment of benefits more than 
12 three years after such deficient payment was made, and no action shall be commenced by the State 
13 or the Retirement System against any retired member or former member or beneficiary respecting 
14 any overpayment of benefits or contributions more than three years after such overpayment was 
15 made. This subsection does not affect the right of the Retirement System to recoup overpaid 
16 benefits as provided in G.S. 135-9." 
17 SECTION 2.(c) G.S. 128-27(i) reads as rewritten: 
18 "(i) No action shall be commenced against the State or the Retirement System by any 
19 retired member or beneficiary respecting any deficiency in the payment of benefits more than 
20 three years after such deficient payment was made, and no action shall be commenced by the State 
21 or the Retirement System against any retired member or former member or beneficiary respecting 
22 any overpayment of benefits or contributions more than three years after such overpayment was 
23 made. This subsection does not affect the right of the Retirement System to recoup overpaid 

• 24 benefits as provided in G.S. 128-31." 
25 SECTION 2.(d) This section becomes effective January 1, 2017. 
26 SECTION 3.(a) G.S. 135-1 is amended by adding a new subdivision to read: 
27 "Ll.1.fil "Normal retirement age" shall mean, only for persons who became members on 
28 or after January 1, 2017: 
29 a. For members who are not law enforcement officers or eligible former 
30 law enforcement officers, (i) 55 years of age or older with 30 years of 
31 creditable service, (ii) 60 years of age or older with 25 years of 
32 creditable service, or (iii) 65 years of age or older with five years of 
33 membership service. 
34 b. For members who are law enforcement officers or eligible former law 
35 enforcement officers, 50 years of age or older with 30 years of 
36 creditable service or 55 years of age or older with five years of 
37 membership service." 
38 SECTION 3.(b) G.S. 135-5(a) reads as rewritten: 
39 "(a) Service Retirement Benefits. 
40 (1) Any member may retire upon electronic submission or written application to 
41 the Board of Trustees setting forth at what time, as of the first day of a calendar 
42 month, not less than one day nor more than 120 days subsequent to the 
43 execution of and filing thereof, hethe member desires to be retired: Provided, 
44 that the said member at the time so specified for hlsthe member's retirement 
45 shall have attained the age of 60 years and have at least five years of 
46 membership service or shall have completed 30 years of creditable service. 

• 47 (la) Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014 . 
48 .c.lhl Any member who became a member on or after January 1, 2017, may retire 
49 upon electronic submission or written application to the Board of Trustees 
50 setting forth at what time, as of the first day of a calendar month, not less than 
51 one day nor more than 120 days subsequent to the execution of and filing 
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thereof, the member desires to be retired; Provided, that the member at the time 
so specified for the member's retirement shall have attained normal retirement 
age. 

(2) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s. 1. 
(3) Any member who was in service October 8, 1981 , who had attained 60 years of 

age, may retire upon electronic submission or written application to the Board 
of Trustees setting forth at what time, as of the first day of a calendar month, 
not less than one day nor more than 120 days subsequent to the execution and 
filing thereof, he desires to be retired. 

( 4) Any member who became a member prior to January 1, 2017, who is a 
law-enforcement officerofficer, and who attains age 50 and completes 15 or 
more years of creditable service in this capacity or who attains age 55 and 
completes five or more years of creditable service in this capacity, may retire 
upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month, not less than 
one day nor more than 120 days subsequent to the execution and filing thereof, 
hethe member desires to be retired; Provided, also, any member who has met 
the conditions herein required but does not retire, and later becomes a teacher or 
an employee other than as a law-enforcement officer shall continue to have the 
right to commence retirement. 

(4a) Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014. 
(4b) Any member who became a member on or after January 1, 2017, who is a law 

enforcement officer and who has attained normal retirement age, may retire 
upon electronic submission or written application to Board of Trustees setting 
forth at what time, as of the first day of a calendar month, not less than one day 
nor more than 120 days subsequent to the extension and filing thereof, the 
member desires to be retired; provided that any member who has met the 
conditions herein required but does not retire and later becomes a teacher or an 
employee other than as a law enforcement officer shall continue to have the 
right to commence retirement. 

II 

SECTION 3.(c) G.S. 135-5(bl9) reads as rewritten: 
"(b 19) Service Retirement Allowance of Members Who Became Members Prior to January 1, 

2017, Retiring on or After July 1, 2002. - Upon retirement from service in accordance with 
subsection (a) or (a 1) of this section, on or after July 1, 2002, a member who became a member 
prior to January 1, 2017, shall receive the following service retirement allowance: 

Page4 

(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 hlsthe 

member's 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-two 
hundredths percent (1.82%) of hlsthe member's average final 
compensation, multiplied by the number of years of hlsthe member's 
creditable service. 

b. If the member's service retirement date occurs on or after hlsthe 
member's 50th birthday and before hlsthe member's 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, hlsthe 
member's retirement allowance shall be equal to the greater of: 
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(2) 

I. 

2. 

The service retirement allowance payable under 
G.S. 135-5(b 19)(1 )a. reduced by one-third of one percent (1/3 of 
I%) thereof for each month by which hl5the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained his or her 
55th birthday; or 
The service retirement allowance as computed under 
G.S. 135-5(b19)(l)a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's 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 hl5the 

member's 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 rusthe member's 60th birthday upon the 
completion of 25 years of creditable service, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of hl5 average 
final compensation, multiplied by the number of years of creditable 
service. 

b. 

C. 

If the member's service retirement date occurs after hl5the member's 
60th birthday and before hl5the member's 65th birthday and prior to 
hl5the member's completion of 25 years or more of creditable service, 
hl5the member's retirement allowance shall be computed as in 
G.S. 135-5(b l 9)(2)a. but shall be reduced by one-quarter of one percent 
(1 /4 of 1 %) thereof for each month by which hl5the member's retirement 
date precedes the first day of the month coincident with or next 
following hl5the member's 65th birthday. 
If the member's early service retirement date occurs on or after hl5the 
member's 50th birthday and before hl5the member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, hl5the member's early 
service retirement allowance shall be equal to the greater of: 
1. The service retirement allowance as computed under 

G.S. 135-5(b l 9)(2)a. but reduced by the sum of five-twelfths of 
one percent (5 /12 of I%) thereof for each month by which hl5the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (1 /4 of 1 %) thereof for each month by which hl5the 
member's 60th birthday precedes the first day of the month 
coincident with or next following hl5the member's 65th birthday; 
or 

2. 

3. 

The service retirement allowance as computed under 
G.S. 135-5(b l 9)(2)a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's 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 
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equivalent of the allowance payable at the age of 60 years as 
computed in G.S. 135-5(bl 9)(2)b. 

d. Notwithstanding the foregoing provisions, any member whose 
creditable service commenced prior to July I , 1963, shall not receive 
less than the benefit provided by G.S. 135-5(b)." 

SECTION 3.(d) G.S. 135-5 is amended by adding a new subsection to read: 
"ruD Service Retirement Allowance of Members Who Became a Member On or After 

January I, 2017. - Upon retirement from service in accordance with subsection (a) or (al) of this 
section, a member who became a member on or after January I, 2017, shall receive the following 
service retirement allowance: 

Page 6 

ill A member who is a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 

ill 

a. If the member has attained normal retirement age, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of the 
member's average final compensation, multiplied by the number of 
years of creditable service. 

b. If the member's service retirement date occurs on or after the member's 
50th birthday, and before the member's 55th birthday, with 15 or more 
years of creditable service as a law enforcement officer and prior to 
completion of 30 years of creditable service, the member's retirement 
allowance shall be equal to the greater of the following amounts : 
L The service retirement allowance payable under 

G.S. 135-5(b2 l )(1 )a. reduced by one-third of one percent (1 /3 of 
l %) thereof for each month by which the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 

2. The service retirement allowance as computed under 
G.S . 135-5(b21 )(1 )a. reduced by five percent (5%) multiplied by 
the difference between 30 years and the member's 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: 

If the member has attained normal retirement age, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of the 
member's average final compensation multiplied by the number of years 
of creditable service. 
If the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service, the 
retirement allowance shall be computed as in G.S . 135-5(b21)(2)a. but 
shall be reduced by one-quarter of one percent (1 /4 of l %) thereof for 
each month by which the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 
birthday. 
If the member's early service retirement date occurs on or after the 
member's 50th birthday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the completion of 
30 years of creditable service, the early service retirement allowance 
shall be equal to the greater of the following amounts: 
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L The service retirement allowance as computed under 
G.S. l 35-5(b2 l )(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained age 60, plus one-quarter of one percent(] /4 of 1 %) 
thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 
The service retirement allowance as computed under 
G.S. l 35-5(b2])(2)a. reduced by five percent (5%) multiplied by 
the difference between 30 years and the member's creditable 
service at retirement." 

SECTION 3.(e) G.S. 135-5 is amended by adding a new subsection to read: 
"(m5) Survivor's Alternate Benefit. - Upon the death of a member in service, who became a 

member on or after January 1, 2017, the 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) of this section computed by assuming that the 
member had retired on the first day of the month following the date of the member's death, 
provided that all four of the following conditions apply: 

ill a. The member had attained such age 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.S. l 35-5(b21)(1 )b. or G.S. 135-5(b2 ])(2)c., notwithstanding the 
requirement of obtaining age 50, or 
The member was a law enforcement officer who had obtained 15 years 
of service as a law enforcement officer and was killed in the line of 
duty, in which case the retirement allowance shall be computed in 
accordance with G.S . 135-5(b2 l )(1 )b., notwithstanding the requirement 
of obtaining age 50. 

ill At the time of the member's death, one and only one beneficiary is eligible to 
receive a return of the member's accumulated contributions. 

ill The member had not instructed the Board of Trustees in writing that the 
member did not wish the provisions of this subsection to apply. 

ill The member had not commenced to receive a retirement allowance as provided 
under this Chapter. 

For the purpose of this benefit, a member is considered to be in service at the date of death if 
the member's death occurs within 180 days from the last day of the member's actual service. The 
last day of actual service shall be determined as provided in subsection (I) 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. 

Notwithstanding the foregoing. a member who is in receipt of Workers' Compensation during 
the period for which the member would have otherwise been eligible to receive short-term 
benefits. as provided in G.S. 135-105, and who dies on or after 181 days from the last day of the 
member's actual service but on or before the date the benefits as provided in G.S. 135-105 would 

House Bill I I 34-First Edition Page 7 



General Assembly Of North Carolina Session 2015 

1 have ended. shall be considered in service at the time of the member's death for the purpose of this 
2 benefit. 
3 For the purpose of calculating this benefit, any terminal payouts made after the date of death 
4 that meet the definition of compensation shall be credited to the month prior to the month of death. 
5 These terminal payouts do not include salary or wages paid for work performed during the month 
6 of death." 
7 SECTION 3.(f) G.S. 128-21 is amended by adding a new subdivision to read: 
8 "fl.1ru. "Normal retirement age" shall mean, only for persons who became members on 
9 or after January 1, 2017: 

1 O a. For members who are not law enforcement officers or eligible former 
11 law enforcement officers, (i) 55 years of age or older with 30 years of 
12 creditable service, (ii) 60 years of age or older with 25 years of 
13 creditable service, or (iii) 65 years of age or older with five years of 
14 membership service. 
15 b. For members who are law enforcement officers or eligible former law 
16 enforcement officers, 50 years of age or older with 30 years of 
17 creditable service or 55 years of age or older with five years of 
18 membership service." 
19 SECTION 3.(g) G.S. 128-27(a) reads as rewritten: 
20 "(a) Service Retirement Benefits. -
21 (1) Any member may retire upon electronic submission or written application to 
22 the Board of Trustees setting forth at what time, as of the first day of a calendar 
23 month, not less than one day nor more than 120 days subsequent to the 
24 execution and filing thereof, hethe member desires to be retired: Provided, that 
25 the said member at the time so specified for ht5the member's retirement shall 
26 have attained the age of 60 years and have at least five years of creditable 
27 service or shall have completed 30 years of creditable service, or if a firefighter 
28 or rescue squad worker, hethe member shall have attained the age of 55 years 
29 and have at least five years of creditable service. 
30 .Q.hl Any member who became a member on or after January 1, 2017, may retire 
31 upon electronic submission or written application to the Board of Trustees 
32 setting forth at what time, as of the first day of a calendar month, not less than 
33 one day nor more than 120 days subsequent to the execution of and filing 
34 thereof, the member desires to be retired; Provided, that the member at the time 
35 so specified for the member's retirement shall have attained normal retirement 
36 age. 
37 (2) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s. I. 
38 (3) Repealed by Session Laws 1971 , c. 325, s. 12. 
39 ( 4) Any member who was in service October 8, 1981 , who had attained 60 years of 
40 age, may retire upon electronic submission or written application to the Board 
41 of Trustees setting forth at what time, as of the first day of a calendar month, 
42 not less than one day nor more than 120 days subsequent to the execution and 
43 filing thereof, he desires to be retired. 
44 (5) Any member who became a member prior to January 1, 2017, who is a law 
45 enforcement officer, and who attains age 50 and completes 15 or more years of 
46 creditable service in this capacity or who attains age 55 and completes five or 
4 7 more years of creditable service in this capacity, may retire upon electronic • 
48 submission or written application to the Board of Trustees setting forth at what 
49 time, as of the first day of a calendar month, not less than one day nor more 
50 than 120 days subsequent to the execution and filing thereof, hethe member 
51 desires to be retired; provided, also, any member who has met the conditions 
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required by this subdivision but does not retire, and later becomes an employee 
other than as a law enforcement officer, continues to have the right to 
commence retirement. 
Any member who became a member on or after January 1, 2017, who is a law 
enforcement officer and who has attained normal retirement age may retire 
upon electronic submission or written application to Board of Trustees setting 
forth at what time, as of the first day of a calendar month, not less than one day 
nor more than 120 days subsequent to the extension and filing thereof, the 
member desires to be retired; provided that any member who has met the 
conditions herein required but does not retire and later becomes a teacher or an 
employee other than as a law enforcement officer shall continue to have the 
right to commence retirement." 

SECTION 3.(h) G.S. 128-27(bl) reads as rewritten: 
"(b2 l) Service Retirement Allowance of Member Who Became a Member Prior to January 1, 

2017, Retiring on or After July 1, 2003. - Upon retirement from service in accordance with 
subsection (a) or (al) above, on or after July 1, 2003, a member who became a member prior to 
January 1, 2017, shall receive the following service retirement allowance: 

(1) A member who is a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. 

b. 

If the member's service retirement date occurs on or after hl5the 
member's 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-five 
hundredths percent (1.85%) of hl5the member's average final 
compensation, multiplied by the number of years of hl5the member's 
creditable service. 
If the member's service retirement date occurs on or after hl5the 
member's 50th birthday and before hl5the member's 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, hl5the 
member's retirement allowance shall be equal to the greater of: 
1. The service retirement allowance payable under 

G.S. l 28-27(b2 l )(] )a. reduced by one-third of one percent (1 /3 
of 1 %) thereof for each month by which hl5the member's 
retirement date precedes the first day of the month coincident 
with or next following the month the member would have 
attained his or her 55th birthday; 

2. The service retirement allowance as computed under 
G.S. 128-27(b2l)(l)a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's creditable 
service at retirement. 

(2) A member who is not a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. If the member's service retirement date occurs on or after hl5the 

member's 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 hl5the member's 60th birthday upon the completion of 25 years of 
creditable service, the allowance shall be equal to one and eighty-five 
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hundredths percent (1.85%) of average final compensation, multiplied 
by the number of years of creditable service. 

b. If the member's service retirement date occurs after fltSthe member's 
60th birthday and before fltSthe member's 65th birthday and prior to 
ftt5the member's completion of 25 years or more of creditable service, 
ftt5the member's retirement allowance shall be computed as in 
G.S. l 28-27(b21 )(2)a. but shall be reduced by one-quarter of one 
percent (1 /4 of 1 %) thereof for each month by which ftt5the member's 
retirement date precedes the first day of the month coincident with or 
next following ftt5the member's 65th birthday. 

c. If the member's early service retirement date occurs on or after ftt5the 
member's 50th birthday and before ftt5the member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, fltSthe member's early 
service retirement allowance shall be equal to the greater of: 
I. The service retirement allowance as computed under 

G.S. 128-27(b2 l )(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which ftt5the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (I /4 of 1 % ) thereof for each month by which ftt5the 
member's 60th birthday precedes the first day of the month 
coincident with or next following ftt5the member's 65th birthday; 
or 

2. The service retirement allowance as computed under 
G.S. 128-27(b21)(2)a. reduced by five percent (5%) times the 
difference between 30 years and ftt5the member's creditable 
service at retirement; or 

3. If the member's creditable service commenced prior to July I , 
I 995 , 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(b21)(2)b. 

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. l 28-27(b ). " 

SECTION 3.(i) G.S. 128-27 is amended by adding a new subsection to read: 
"(b22) Service Retirement Allowance of Members Who Became a Member On or After 

January 1, 2017. - Upon retirement from service in accordance with subsection (a) or (al) of this 
section, a member who became a member on or after January I, 2017, shall receive the following 
service retirement allowance: 

Page 10 

ill 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 has attained normal retirement age, the allowance shall be 

equal to one and eighty-five hundredths percent (1.85%) of the 
member's average final compensation, multiplied by the number of 
years of creditable service. 
If the member's service retirement date occurs on or after the member's 
50th birthday, and before the member's 55th birthday, with 20 or more 
years of creditable service as a law enforcement officer and prior to 
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ill 

completion of 30 years of creditable service, the member's retirement 
allowance shall be equal to the greater of the following amounts: 
.L The service retirement allowance payable under 

G.S. 128-27(b22)(1)a. reduced by one-third of one percent (1 /3 
of 1 %) thereof for each month by which the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 

2. The service retirement allowance as computed under 
G.S. 128-27(b22)(] )a. reduced by five percent (5%) multiplied 
by the difference between 30 years and the member's creditable 
service at retirement. 

A member who is not a Jaw enforcement officer or an eligible former Jaw 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. 

C. 

If the member has attained normal retirement age, the allowance shall be 
equal to one and eighty-five hundredths percent (1.85%) of the 
member's average final compensation multiplied by the number of years 
of creditable service. 
If the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service, the 
retirement allowance shall be computed as in G.S. 128-27(b22)(2)a. but 
shall be reduced by one-quarter of one percent (] /4 of 1 %) thereof for 
each month by which the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 
birthday. 
If the member's early service retirement date occurs on or after the 
member's 50th birthday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the completion of 
30 years of creditable service, the early service retirement allowance 
shall be equal to the greater of the following amounts: 
.L The service retirement allowance as computed under 

G.S. I 28-27(b22)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained age 60, plus one-quarter of one percent (1 /4 of 1 %) 
thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 

2. The service retirement allowance as computed under 
G.S. 128-27(b22)(2)a. reduced by five percent (5%) times the 

43 difference between 30 years and the member's creditable service 
44 at retirement. 
45 le If the member's creditable service commenced prior to July 1, 
46 1994, the service retirement allowance equal to the actuarial 
47 equivalent of the allowance payable at the age of 60 years as 
48 computed under G.S . 128-27(b22)(2)b." 
49 SECTION 3.(j) G.S. I 28-27 is amended by adding a new subsection to read: 
50 "(m4) Survivor's Alternate Benefit. - Upon the death of a member in service. the beneficiary 
51 designated to receive a return of accumulated contributions shall have the right to elect to receive 

House Bill 1134-First Edition Page 11 



General Assembly Of North Carolina Session 2015 

1 in lieu thereof the reduced retirement allowance provided by Option two of subsection (g) of this 
2 section computed by assuming that the member had retired on the first day of the month following • 
3 the date of the member's death, provided that all four of the following conditions apply: 
4 ill a. The member had attained such age or creditable service to be eligible to 
5 commence retirement with an early or service retirement allowance, or 
6 b. The member had obtained 20 years of creditable service in which case 
7 the retirement allowance shall be computed in accordance with 
8 G.S. l 28-27(b22)(1 )b. or G.S . l 28-27(b22)(2)c., notwithstanding the 
9 requirement of obtaining age 50, or 

IO .!2.L The member was a law enforcement officer who had obtained 15 years 
11 of service as a law enforcement officer and was killed in the line of 
12 duty, or the member was a firefighter or a rescue squad worker who had 
13 obtained 15 years of service as a firefighter or a rescue squad worker 
14 and was killed in the line of duty, in which cases the retirement 
15 allowance shall be computed in accordance with G.S. l 28-27(b22)(1 )b., 
16 notwithstanding the requirement of obtaining age 50. 
17 ill At the time of the member's death, one and only one beneficiary is eligible to 
18 receive a return of the member's accumulated contributions. 
19 ill The member had not instructed the Board of Trustees in writing that the 
20 member did not wish the provisions of this subsection apply. 
21 ill The member had not commenced to receive a retirement allowance as provided 
22 under this Chapter. 
23 For the purpose of this benefit, a member is considered to be in service at the date of the 
24 member's death if the death occurs within 180 days from the last day of the member's actual 
25 service. The last day of actual service shall be determined as provided in subsection (I) of this 
26 section. Upon the death of a member in service, the surviving spouse may make all purchases for 
27 creditable service as provided for under this Chapter for which the member had made application 
28 in writing prior to the date of death, provided that the date of death occurred prior to or within 60 
29 days after notification of the cost to make the purchase. 
30 For the purpose of calculating this benefit, any terminal payouts made after the date of death 
31 that meet the definition of compensation shall be credited to the month prior to the month of death . 
32 These terminal payouts do not include salary or wages paid for work performed during the month 
33 of death." 
34 SECTION 3.(k) G.S. 135-53 is amended by adding a new subdivision to read: 
35 "il.1.ru. "Normal retirement age" shall mean, only for persons who became members on 
36 or after January I, 2017, 55 years of age or older with 30 years of creditable 
37 service or 65 years of age or older with five years of membership service." 
38 SECTION 3.(1) G.S. 135-58 reads as rewritten: 
39 "§ 135-58. Service retirement benefits. 
40 
4 I (a6) Any member who became a member prior to January 1, 2017, and who retires under 
42 the provisions of G.S. 135-57(a) or G.S. 135-57(c) on or after July 1, 2008, after the member has 
43 either attained the member's 65th birthday or has completed 24 years or more of creditable service, 
44 shall receive an annual retirement allowance, payable monthly, which shall commence on the 
45 effective date of the member's retirement and shall be continued on the first day of each month 
46 thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
47 amounts in subdivisions (I), (2), (3), (4), and (5) of this subsection, provided that in no event shall • 
48 the annual allowance payable to any member be greater than an amount which, when added to the 
49 allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
50 Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 
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Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
of payment), would total three-fourths of the member's final compensation: 

(1) Four and two hundredths percent (4.02%) of the member's final compensation, 
multiplied by the number of years of creditable service rendered as a justice of 
the Supreme Court, a judge of the Court of Appeals, or the Director of the 
Administrative Office of the Courts; 

(2) Three and fifty-two hundredths percent (3.52%) of the member's final 
compensation, multiplied by the number of years of creditable service rendered 
as a judge of the superior court; 

(3) Three and two hundredths percent (3.02%) of the member's final compensation, 
multiplied by the number of years of creditable service rendered as a judge of 
the district court, district attorney, clerk of superior court, public defender, or 
the Director of Indigent Defense Services; 

(4) A service retirement allowance computed in accordance with the service 
retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
an average final compensation as defined in G.S . l 35-53(2a) and creditable 
service equal to the number of years of the member's creditable service that was 
transferred from the Local Governmental Employees' Retirement System to this 
System as provided in G.S. 135-56; and 

(5) A service retirement allowance computed in accordance with the service 
retirement provisions of Article 1 of this Chapter using an average final 
compensation as defined in G.S. 135-53(2a) and creditable service, including 
any sick leave standing to the credit of the member, equal to the number of 
years of the member's creditable service that was transferred from the Teachers' 
and State Employees' Retirement System or the Legislative Retirement System 
to this System as provided in G.S. 135-56. 

~ Any member who became a member on or after January 1, 2017, who retires under the 
provisions of G.S. l 35-57(a) or G.S. l 35-57(c) after the member has attained normal retirement 
age shall receive an annual retirement allowance, payable monthly, which shall commence on the 
effective date of the member's retirement and shall be continued on the first day of each month 
thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
amounts in subdivisions (1), (2), (3), ( 4), and (5) of this subsection, provided that in no event shall 
the annual allowance payable to any member be greater than an amount which, when added to the 
allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 
Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
of payment), would total three-fourths of the member's final compensation: 

ill Four and two hundredths percent ( 4.02%) of the member's final compensation, 
multiplied by the number of years of creditable service rendered as a justice of 
the Supreme Court, a judge of the Court of Appeals, or the Director of the 
Administrative Office of the Courts; 

ill Three and fifty-two hundredths percent (3.52%) of the member's final 
compensation, multiplied by the number of years of creditable service rendered 
as a judge of the superior court; 

ill Three and two hundredths percent (3 .02%) of the member's final compensation, 
multiplied by the number of years of creditable service rendered as a judge of 
the district court, district attorney, clerk of superior court, public defender, or 
the Director of Indigent Defense Services; 

ill A service retirement allowance computed in accordance with the service 
retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
an average final compensation as defined in G.S . l 35-53(2a) and creditable 
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1 service equal to the number of years of the member's creditable service that was 
2 transferred from the Local Governmental Employees' Retirement System to this • 
3 System as provided in G.S . 135-56; and 
4 ill A service retirement allowance computed in accordance with the service 
5 retirement provisions of Article 1 of this Chapter using an average final 
6 compensation as defined in G.S. 135-53(2a) and creditable service, including 
7 any sick leave standing to the credit of the member, equal to the number of 
8 years of the member's creditable service that was transferred from the Teachers' 
9 and State Employees' Retirement System or the Legislative Retirement System 

10 to this System as provided in G.S. 135-56. 
11 (b) Any member who became a member prior to January 1, 2017, who retires under the 
12 provisions of subsection (a) or subsection (c) of G.S. 135-57 before hethe member either has 
13 attained his or her sixty-fifth birthday or has completed 24 years of creditable service shall receive 
14 an annual retirement allowance, payable monthly, which shall commence on the effective date of 
15 ftfflthe member's retirement and shall be continued on the first day of each month thereafter during 
16 ftfflthe member's lifetime, the amount of which shall be determined in the same manner and be 
I 7 subject to the same maximum limitation as provided for in subsection (a) above except that the 
18 allowance so computed shall be reduced by one quarter of one percent ( l/,i of 1 % ) thereof for each 
19 month by which the member's retirement date precedes the first day of the month coincident with 
20 or next following the earlier of 
21 (1) The member's sixty-fifth birthday or 
22 (2) The date the member would have completed 24 years of creditable service if 
23 hethe member had been in membership service from his or her retirement date 
24 until such date. 
25 For the sole purpose of determining whether a member has completed the required 24 years of 
26 creditable service referred to in this subsection (b) or the date on which hethe member would have 
27 completed such period of creditable service if hethe member had remained in membership service, 
28 in the case of a member of the Teachers' and State Employees' Retirement System who became a 
29 member of this Retirement System under circumstances described in G.S. 135-28.1 , and who at 
30 the time of ftfflthe member's retirement hereunder is in service and has retained his or her 
31 membership in the Teachers' and State Employees' Retirement System as provided for in 
32 G.S. 135-28. I, ftfflthe member's creditable service shall be taken as the sum of flfflthe member's 
33 creditable service hereunder plus the amount of creditable service remaining to flfflthe member's 
34 credit in such other system as provided for in G.S. 135-28.1. 
35 ili.l} Any member who became a member on or after January 1, 20 I 7, who retires under the 
36 provisions of subsection (a) or subsection (c) of G.S. 135-57 before the member has attained 
37 normal retirement age shall receive an annual retirement allowance, payable monthly, which shall 
38 commence on the effective date of the member's retirement and shall be continued on the first day 
39 of each month thereafter during the member's lifetime, the amount of which shall be determined in 
40 the same manner and be subject to the same maximum limitation as provided for in subsection (a) 
4 I of this section except that the allowance so computed shall be reduced by one quarter of one 
42 percent (1 /4 of I%) thereof for each month by which the member's retirement date precedes the 
43 first day of the month coincident with or next following the month the member would have 
44 attained normal retirement age had the member continued working. 
45 For the sole purpose of determining whether a member has completed the required 30 years of 
46 creditable service referred to in this subsection or the date on which the member would have 
4 7 completed such period of creditable service if the member had remained in membership service, in • 
48 the case of a member of the Teachers' and State Employees' Retirement System who became a 
49 member of this Retirement System under circumstances described in G.S. 135-28.1, and who at 
50 the time of the member's retirement hereunder is in service and has retained his or her membership 
51 in the Teachers' and State Employees' Retirement System as provided for in G.S. 135-28.1, the 
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member's creditable service shall be taken as the sum of the member's creditable service hereunder 
plus the amount of creditable service remaining to the member's credit in such other system as 
provided for in G.S . 135-28.1. 

II 

SECTION 3.(m) G.S. 135-74(cl) reads as rewritten: 
"(cl) A member who has contributions in this System and is not eligible for a retirement 

benefit as set forth in G.S. l 35-58(a6) or G.S. 135-58(a7) shall be paid his or her contributions in a 
lump sum as provided in G.S. 135-62 by April l of the calendar year following the later of the 
calendar year in which the member (i) attains 70 and one-half years of age or (ii) has ceased to be 
a judge, district attorney, public defender, the Director of Indigent Defense Services, or clerk of 
superior court as provided in G.S. 135-53, except by death. lf such member fails , following 
reasonable notification, to complete a refund application by such required date, the requirement 
that a refund application be completed shall be waived and the refund shall be paid without a 
refund application as a single lump-sum payment with applicable required North Carolina and 
federal income taxes withheld. For purposes of this subsection, a member shall not be considered 
to have ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
Services, or clerk of superior court as provided in G.S. 135-53 if the member is actively 
contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
Employees' Retirement System, or Consolidated Judicial Retirement System. A lump-sum refund 
shall not be paid under this subsection if the member is actively contributing to the Teachers' and 
State Employees' Retirement System, Local Governmental Employees' Retirement System, or 
Consolidated Judicial Retirement System. 

A member who has contributions in this System and is eligible for a retirement benefit as set 
forth in G.S. 120-4.21 shal I begin to receive a monthly benefit no later than April l of the calendar 
year following the later of the calendar year in which the member (i) attains 70 and one-half years 
of age or (ii) has ceased to be a judge, district attorney, public defender, the Director of Indigent 
Defense Services, or clerk of superior court as provided in G.S. 135-53, except by death. If such 
member fails , following reasonable notification, to complete the retirement process as set forth 
under Chapter 120 of the General Statutes by such required beginning date, the requirement that a 
retirement application and an election of payment plan form be completed shall be waived and the 
retirement allowance shall be paid as a single life annuity. The single life annuity shall be 
calculated and processed in accordance with G.S. 120-4.21. For purposes of this subsection, a 
member shall not be considered to have ceased to be a judge, district attorney, public defender, the 
Director of Indigent Defense Services, or clerk of superior court as provided in G.S. 135-53 if the 
member is actively contributing to the Teachers' and State Employees' Retirement System, Local 
Governmental Employees' Retirement System, or Consolidated Judicial Retirement System. A 
retirement benefit shall not be paid under this subsection if the member is actively contributing to 
the Teachers' and State Employees' Retirement System, Local Governmental Employees' 
Retirement System, or Consolidated Judicial Retirement System." 

SECTION 3.(n) This section becomes effective January 1, 2017. 
SECTION 4.(a) G.S. 135-1(7b) is recodified as G.S. 135-1(7c). 
SECTION 4.(b) G.S. 135-1 , as amended by Section 3(a) of this act, is amended by 

adding a new subdivision to read: 
"Qhl "Compliance investigation" shall mean an independent review or examination 

by Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a compliance investigation is 
to help detect errors and ensure compliance and full accountability in the use of 
pension funds." 

SECTION 4.(c) G.S. 135-1(11 b) reads as written: 
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"(11 b) "Fraud investigation" means an independent review or examination by 
Retirement Systems Division staff or authorized representatives who are • 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a fraud investigation is to 
help detect and prevent fraud and to ensure full accountability in the use of 
pension funds." 

SECTION 4.(d) G.S. 135-6 reads as rewritten: 
"§ 135-6. Administration. 

(q) Compliance Investigations and Fraud Investigations - Access to Persons and Records. 
In the course of conducting a compliance investigation or a fraud investigation, the Retirement 
Systems Division, or authorized representatives who are assisting the Retirement Systems 
Division staff, shall: 

(1) Have ready access to persons and may examine and copy all books, records, 
reports, vouchers, correspondence, files , personnel files , investments, and any 
other documentation of any employer. The review of State tax returns shall be 
limited to matters of official business, and the Division's report shall not violate 
the confidentiality provisions of tax laws. 

(2) Have such access to persons, records, papers, reports, vouchers, 
correspondence, books, and any other documentation that is in the possession 
of any individual , private corporation, institution, association, board, or other 
organization that pertain to the following: 
a. Amounts received pursuant to a grant or contract from the federal 

government, the State, or its political subdivisions. 
b. Amounts received, disbursed, or otherwise handled on behalf of the 

federal government or the State. 
(3) Have the authority, and shall be provided with ready access, to examine and 

inspect all property, equipment, and facilities in the possession of any employer 
agency or any individual , private corporation, institution, association, board, or 
other organization that were furnished or otherwise provided through grant, 
contract, or any other type of funding by the employer agency. 

With respect to the requirements of sub-subdivision (2)b. of this subsection, providers of social 
and medical services to a beneficiary shall make copies of records they maintain for services 
provided to a beneficiary available to the Retirement Systems Division, or to the authorized 
representatives who are assisting the Retirement Systems Division staff. Copies of the records of 
social and medical services provided to a beneficiary will permit verification of the health or other 
status of a beneficiary as required for the payment of benefits under Article 1, Article 4, or Article 
6 of this Chapter. The Retirement Systems Division, or authorized representatives who are 
assisting the Retirement Systems Division staff, shall request records in writing by providing the 
name of each beneficiary for whom records are sought, the purpose of the request, the statutory 
authority for the request, and a reasonable period of time for the production of record copies by the 
provider. A provider may charge, and the Retirement Systems Division, or authorized 
representatives who are assisting the Retirement Systems Division staff, shall , in accordance with 
G.S. 90-411 , pay a reasonable fee to the provider for copies of the records provided in accordance 
with this subsection. 

(r) Compliance or Fraud Investigative Reports and Work Papers. - The Director of the • 
Retirement Systems Division shall maintain for 10 years a complete file of all compliance 
investigative reports, fraud investigative reports and reports of other examinations, investigations, 
surveys, and reviews issued under the Director's authority. Fraud or compliance investigation 
work papers and other evidence or related supportive material directly pertaining to the work of 
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the Retirement Systems Division of the Department of State Treasurer shall be retained according 
to an agreement between the Director of Retirement and State Archives. To promote 
intergovernmental cooperation and avoid unnecessary duplication of fraud and compliance 
investigative effort, and notwithstanding local unit personnel policies to the contrary, pertinent 
work papers and other supportive material relating to issued fraud or compliance investigation 
reports may be, at the discretion of the Director of Retirement and unless otherwise prohibited by 
law, made available for inspection by duly authorized representatives of the State and federal 
government who desire access to and inspection of such records in connection with some matter 
officially before them, including criminal investigations. Except as provided in this section, or 
upon an order issued in Wake County Superior Court upon 10 days' notice and hearing finding 
that access is necessary to a proper administration of justice, fraud and compliance investigation 
work papers and related supportive material shall be kept confidential, including any information 
developed as a part of the investigation. 

II 

SECTION 4.(e) G.S. 128-21(7b) is recodified as G.S. 128-21(7c). 
SECTION 4.(f) G.S. 128-21, as amended by Section 3(e) of this act, is amended by 

adding a new subdivision to read: 
".(lhl "Compliance investigation" shall mean an independent review or examination 

by Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a compliance investigation is 
to help detect errors and ensure compliance and full accountability in the use of 
pension funds." 

SECTION 4.(g) G.S. 128-21(1 lc) reads as rewritten: 
"(11 c) "Fraud investigation" means an independent review or examination by 

Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a fraud investigation is to 
help detect and prevent fraud and to ensure full accountability in the use of 
pension funds." 

SECTION 4.(h) G.S. 128-28 reads as rewritten: 
"§ 128-28. Administration and responsibility for operation of System. 

(r) Fraud Investigations and Compliance Investigations - Access to Persons and Records. 
- In the course of conducting a fraud investigation or compliance investigation, the Retirement 
Systems Division, or authorized representatives who are assisting the Retirement Systems 
Division staff, shall: 

(1) Have ready access to persons and may examine and copy all books, records, 
reports, vouchers, correspondence, files , personnel files , investments, and any 
other documentation of any employer. The review of State tax returns shall be 
limited to matters of official business, and the Division's report shall not violate 
the confidentiality provisions of tax laws. 

(2) Have such access to persons, records, papers, reports, vouchers, 
correspondence, books, and any other documentation that is in the possession of 
any individual, private corporation, institution, association, board, or other 
organization which pertain to the following: 
a. Amounts received pursuant to a grant or contract from the federal 

government, the State, or its political subdivisions. 
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b. Amounts received, disbursed, or otherwise handled on behalf of the 
federal government or the State. 

(3) Have the authority, and shall be provided with ready access, to examine and 
inspect all property, equipment, and facilities in the possession of any employer 
agency or any individual , private corporation, institution, association, board, or 
other organization that were furnished or otherwise provided through grant, 
contract, or any other type of funding by the employer agency. 

With respect to the requirements of sub-subdivision (2)b. of this subsection, providers of social 
and medical services to a beneficiary shall make copies of records they maintain for services 
provided to a beneficiary available to the Retirement Systems Division, or to the authorized 
representatives who are assisting the Retirement Systems Division staff. Copies of the records of 
social and medical services provided to a beneficiary will permit verification of the health or other 
status of a beneficiary as required for the payment of benefits under Article 3 of this Chapter. The 
Retirement Systems Division, or authorized representatives who are assisting the Retirement 
Systems Division staff, shall request records in writing by providing the name of each beneficiary 
for whom records are sought, the purpose of the request, the statutory authority for the request, 
and a reasonable period of time for the production of record copies by the provider. A provider 
may charge, and the Retirement Systems Division, or authorized representatives who are assisting 
the Retirement Systems Division staff, shall , in accordance with G.S. 90-411 , pay a reasonable fee 
to the provider for copies of the records provided in accordance with this subsection. 

(s) Fraud Investigative Reports and Work Papers or Compliance Investigative Reports and 
Work Papers. - The Director of the Retirement Systems Division shall maintain for IO years a 
complete file of all fraud investigative reportsreports, comp I iance investigative reports, and reports 
of other examinations, investigations, surveys, and reviews issued under the Director's authority. 
Fraud investigation work ~papers, compliance investigation work papers, and other evidence 
or related supportive material directly pertaining to the work of the Retirement Systems Division 
of the Department of State Treasurer shall be retained according to an agreement between the 
Director of Retirement and State Archives. To promote intergovernmental cooperation and avoid 
unnecessary duplication of fraud or compliance investigative effort, and notwithstanding local unit 
personnel policies to the contrary, pertinent work papers and other supportive material relating to 
issued fraud investigation reports or compliance investigative reports may be, at the discretion of 
the Director of Retirement and unless otherwise prohibited by law, made available for inspection 
by duly authorized representatives of the State and federal government who desire access to and 
inspection of such records in connection with some matter officially before them, including 
criminal investigations. Except as provided in this section, or upon an order issued in Wake 
County Superior Court upon 10 days' notice and hearing finding that access is necessary to a 
proper administration of justice, fraud or compliance investigation work papers and related 
supportive material shall be kept confidential , including any information developed as a part of the 
investigation. 

II 

SECTION 5.(a) G.S. 135-4(jj) reads as rewritten : 
"(jj) Contribution-Based Benefit Cap Purchase Provision. - If a member's retirement 

allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in 
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that 
the member's retirement allowance has been capped. The retirement system shall compute and 
notify the member and the member's employer of the total additional amount the member would 
need to contribute in order to make the member not subject to the contribution-based benefit cap. • 
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for 
the age of the member at the time of retirement, or when appropriate, the age at the time of the 
member's death that would have had to have been purchased to increase the member's benefit to 
the pre-cap level. Except as otherwise provided in this subsection, the member shall have until 90 
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days after notification regarding this additional amount or until 90 days after the effective date of 
retirement, whichever is later, to submit a lump sum payment to the annuity savings fund in order 
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing 
contained in this subsection shall prevent an employer from paying all or part of the cost of the 
amount necessary to restore the member's retirement allowance to the pre-cap amount. 
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system 
may allow an employer of a member who became a member before January I , 2015, or who has 
not earned at least five years of membership service in the retirement system after January 1, 2015, 
to pay the lump-sum amount required in this subsection on an installment payment plan under one 
of the following two options: 

ill Option one. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no .J.essmore than one year] 5 months 
after the retirement of the member. 

ill Option two. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no more than 27 months after the 
retirement of the member. Interest shall be assessed on the principal amount of 
the contribution-based benefit cap liability owed and applied to any installment 
payment plan term exceeding 12 months at a rate corresponding with the 
interest rate assumption based on the most recent actuarial valuation approved 
by the Board of Trustees. 

Payment under such an both installment J*ftfiplans must be completed regardless of whether the 
member continues to receive a recurring monthly retirement benefit through the end of the 
installment period." 

SECTION 5.(b) G.S. 128-26(y) reads as rewritten: 
"(y) Contribution-Based Benefit Cap Purchase Provision. - If a member's retirement 

allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in 
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that 
the member's retirement allowance has been capped. The retirement system shall compute and 
notify the member and the member's employer of the total additional amount the member would 
need to contribute in order to make the member not subject to the contribution-based benefit cap. 
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for 
the age of the member at the time of retirement, or when appropriate, the age at the time of the 
member's death that would have had to have been purchased to increase the member's benefit to 
the pre-cap level. Except as otherwise provided in this subsection, the_member shall have until 90 
days after notification regarding this additional amount or until 90 days after the effective date of 
retirement, whichever is later, to sub_mit a lump sum payment to the annuity savings fund in order 
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing 
contained in this subsection shall prevent an employer from paying all or part of the cost of the 
amount necessary to restore the member's retirement allowance to the pre-cap amount. 
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system 
may allow an employer of a member who became a member before January 1, 2015 , or who has 
not earned at least five years of membership service in the retirement system after January 1, 2015, 
to pay the lump-sum amount required in this subsection on an installment payment plan under one 
of the following two options: 

ill Option one. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no .J.essmore than one yearl 5 months 
after the retirement of the member. 

ill Option two. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no more than 27 months after the 
retirement of the member. Interest shall be assessed on the principal amount of 
the contribution-based benefit cap liability owed and applied to any installment 
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payment plan term exceeding 12 months at a rate corresponding with the 
interest rate assumption based on the most recent actuarial valuation approved 
by the Board of Trustees. 

Payment under such an both installment f*GRplans must be completed regardless of whether the 
member continues to receive a recurring monthly retirement benefit through the end of the 
installment period." 

SECTION 6.(a) G.S. l 35-5(a3) reads as rewritten: 
"(a3) Anti-Pension-Spiking Contribution-Based Benefit Cap. - Notwithstanding Chapter 

150B of the General Statutes and any other provision of this section, every service retirement 
allowance provided under this section for members who retire on or after January l, 2015, is 
subject to adjustment pursuant to a contribution-based benefit cap under this subsection. The 
Board of Trustees shall adopt a contribution-based benefit cap factor recommended by the actuary, 
based upon actual experience, such that no more than three-quarters of one percent (0.75%) of 
retirement allowances are expected to be capped. The Board of Trustees shall modify such factors 
every five years, as shall be deemed necessary, based upon the five-year experience study as 
required by G.S. l35-6(n). Prior to establishing a service retirement allowance under this section, 
the Board shall: 

(l) 

(2) 

Determine an amount equal to the member's accumulated contributions as 
required under G.S. 135-8(b)(1) for all years during which the member earned 
membership service used in the calculation of the retirement allowance that the 
member would receive under this section. 
Determine the amount of a single life annuity that is the actuarial equivalent of 
the amount determined under subdivision (1) of this subsection, adjusted for the 
age of the member at the time of retirement or, when appropriate, the age at the 
time of the member's death. 

(3) Multiply the annuity amount determined under subdivision (2) of this 
subsection by the contribution-based benefit cap factor. 

(4) Determine the amount of the retirement allowance that results from the 
member's membership service. 

The product of the multiplication in subdivision (3) of this subsection is the member's 
contribution-based benefit cap. lf the amount determined under subdivision (4) of this subsection 
exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be 
reduced by an amount equal to the difference between the contribution-based benefit cap and the 
amount determined under subdivision (4) of this subsection. 

Notwithstanding the foregoing, the retirement allowance of a member with an average final 
compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall 
not be subject to the contribution-based benefit cap. The minimum average final compensation 
necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be 
increased on January 1 each year by the percent change between the DeceffiberJune Consumer 
Price Index in the year prior to retirement and the DeceffiberJune Consumer Price Index in the 
fiscal year most recently ended, calculated to the nearest tenth of a percent (0.1 %), provided that 
this percent change is positive. 

Notwithstand ing the foregoing, the retirement allowance of a member who became a member 
before January l , 2015 , or who has not earned at least five years of membership service in the 
Retirement System after January I , 2015, shall not be reduced; however, the member's last 
employer shall be required to make an additional contribution as specified in G.S. 135-8(f)(2)f., if 
applicable." 

SECTION 6.(b) G.S. 128-27(a3) reads as rewritten: 
"(a3) Anti -Pension-Spiking Contribution-Based Benefit Cap. - Notwithstanding Chapter 

150B of the General Statutes and any other provision of this section, every service retirement 
allowance provided under this section for members who retire on or after January 1, 2015, is 
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1 subject to adjustment pursuant to a contribution-based benefit cap under this subsection. The 
2 Board of Trustees shall adopt a contribution-based benefit cap factor recommended by the actuary, 
3 based upon actual experience, such that no more than three-quarters of one percent (0.75%) of 
4 retirement allowances are expected to be capped. The Board of Trustees shall modify such factors 
5 every five years, as shall be deemed necessary, based upon the five-year experience study as 
6 required by G.S. 128-28(0). 
7 Prior to establishing a service retirement allowance under this section, the Board shall: 
8 (1) Determine an amount equal to the member's accumulated contributions as 
9 required under G.S. 128-30(b)(l) for all years during which the member earned 

10 membership service used in the calculation of the retirement allowance that the 
11 member would receive under this section. 
12 (2) Determine the amount of a single life annuity that is the actuarial equivalent of 
13 the amount determined under subdivision (1) of this subsection, adjusted for the 
14 age of the member at the time of retirement or, when appropriate, the age at the 
15 time of the member's death. 
16 (3) Multiply the annuity amount determined under subdivision (2) of this 
17 subsection by the contribution-based benefit cap factor. 
18 ( 4) Determine the amount of the retirement allowance that results from the 
19 member's membership service. 
20 The product of the multiplication in subdivision (3) of this subsection is the member's 
21 contribution-based benefit cap. lf the amount determined under subdivision ( 4) of this subsection 
22 exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be 
23 reduced by an amount equal to the difference between the contribution-based benefit cap and the 

• 24 amount determined under subdivision (4) of this subsection. 
25 Notwithstanding the foregoing, the retirement allowance of a member with an average final 
26 compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall 
27 not be subject to the contribution-based benefit cap. The minimum average final compensation 
28 necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be 
29 increased on January 1 each year by the percent change between the DecemberJune Consumer 
30 Price Index in the year prior to retirement and the DecemberJune Consumer Price Index in the 
31 fiscal year most recently ended, calculated to the nearest tenth of a percent (0.1 %), provided that 
32 this percent change is positive. 
33 Notwithstanding the foregoing, the retirement allowance of a member who became a member 
34 before January 1, 2015 , or who has not earned at least five years of membership service in the 
35 Retirement System after January 1, 2015 , shall not be reduced; however, the member's last 
36 employer shall be required to make an additional contribution as specified in G.S. 128-30(g)(2)b., 
37 if applicable." 
38 SECTION 6.(c) This section is effective when it becomes law and applies 
39 retroactively to January 1, 2015. 
40 SECTION 7.(a) G.S. I 35-5(f) reads as rewritten: 
41 "(f) Return of Accumulated Contributions. - Should a member cease to be a teacher or 
42 State employee except by death or retirement under the provisions of this Chapter, hethe member 
43 shall upon submission of an application be paid, not earlier than 60 days from the date of 
44 termination of service, fltSthe member's contributions, and the accumulated regular interest 
45 thereon, provided that hethe member has not in the meantime returned to service. Upon payment 
46 of such sum his or her membership in the System shall cease and, if he or she thereafter again 

• 47 becomes a member, no credit shall be allowed for any service previously rendered except as 
48 provided in G.S. 135-4, and such payment shall be in full and complete discharge of any rights in 
49 or to any benefits otherwise payable hereunder. Upon receipt of proof satisfactory to the Board of 
50 Trustees of the death , prior to retirement, of a member or former member there shall be paid to 
51 such person or persons as hethe member or former member shall have nominated by electronic 
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I submission prior to completing 10 years of service in a form approved by the Board of Trustees or 
2 by written designation duly acknowledged and filed with the Board of Trustees, if such person or • 
3 persons are living at the time of the member's death, otherwise to the member's legal 
4 representatives, the amount of lttsthe member's accumulated contributions at the time of lttsthe 
5 member's death, unless the beneficiary elects to receive the alternate benefit under the provisions 
6 of (m) below. An extension service employee who made contributions to the Local Governmental 
7 Employees' Retirement System and the Teachers' and State Employees' Retirement System as a 
8 result of dual employment may not be paid his or her accumulated contributions unless hethe 
9 extension service employee is eligible to be paid his or her accumulated contributions in both 

IO systems for the same period of service. 
11 Pursuant to the provisions of G.S. 135-56.2, a member who is also a member of the 
12 Consolidated Judicial Retirement System may irrevocably elect to transfer any accumulated 
13 contributions to the Consolidated Judicial Retirement System or to the Supplemental Retirement 
14 Income Plan and forfeit any rights in or to any benefits otherwise payable hereunder. 
15 A member who is a participant or beneficiary of the Disability Income Plan of North Carolina 
16 as is provided in Article 6 of this Chapter shall not be paid a return of accumulated contributions, 
17 notwithstanding the member's status as an employee or teacher. Notwithstanding any other 
18 provision of law to the contrary, a member who is a beneficiary of the Disability Income Plan of 
19 North Carolina as provided in Article 6 of this Chapter and who is receiving disability benefits 
20 under the transition provisions as provided in G.S. 135-112, shall not be prohibited from receiving 
21 a return of accumulated contributions as provided in this subsection." 
22 SECTION 7.(b) G.S. 135-5(1) reads as rewritten: 
23 "(]) Death Benefit Plan. - There is hereby created a Group Life Insurance Plan (hereinafter 
24 called the "Plan") which is established as an employee welfare benefit plan that is separate and • 
25 apart from the Retirement System and under which the members of the Retirement System shall 
26 participate and be eligible for group life insurance benefits. Upon receipt of proof, satisfactory to 
27 the Board of Trustees in their capacity as trustees under the Group Life Insurance Plan, of the 
28 death, in service, of a member who had completed at least one full calendar year of membership in 
29 the Retirement System, there shall be paid to such person as hethe member shall have nominated 
30 by electronic submission prior to completing 10 )'ears of service in a fonn approved by the Board 
31 of Trustees or by written designation duly acknowledged and filed with the Board of Trustees, if 
32 such person is living at the time of the member's death, otherwise to the member's legal 
33 representatives, a death benefit. Such death benefit shall be equal to the greater of: 
34 (I) The compensation on which contributions were made by the member during the 
35 calendar year preceding the year in which lttsthe member's death occurs, or 
36 (2) The greatest compensation on which contributions were made by the member 
3 7 during a 12-month period of service within the 24-month period of service 
38 ending on the last day of the month preceding the month in which lttsthe 
39 member's last day of actual service occurs; 
40 (3), (4) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2. 
41 subject to a minimum of twenty-five thousand dollars ($25 ,000) and to a maximum of fifty 
42 thousand dollars ($50,000). Such death benefit shall be payable apart and separate from the 
43 payment of the member's accumulated contributions under the System on lttsthe member's death 
44 pursuant to the provisions of subsection (f) of this section. For the purpose of the Plan, a member 
45 shall be deemed to be in service at the date of lttsthe member's death if lttsthe member's death 
46 occurs within 180 days from the last day of lttsthe member's actual service." 
47 SECTION 7.(c) G.S. 135-63 reads as rewritten: • 
48 "§ 135-63. Benefits on death before retirement. 
49 (a) Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a member 
50 in service, there shall be paid in a lump sum to such person as the member shall have nominated 
51 by electronic submission prior to completing IO years of service in a form approved by the Board 
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of Trustees or 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 equal to the sum of (i) the member's accumulated contributions, 
plus (ii) the member's final compensation; provided, however, that if the member has attained his 
or her fiftieth birthday with at least five years of membership service at ftt5the member's date of 
death, and if the designated recipient of the death benefits is the member's spouse who survives 
f:ttm,him or her, and if the spouse so elects, then the lump-sum death benefit provided for herein 
shall consist only of a payment equal to the member's final compensation and there shall be paid to 
the surviving spouse an annual retirement allowance, payable monthly, which shall commence on 
the first day of the calendar month coinciding with or next following the death of the member and 
shall be continued on the first day of each month thereafter until the remarriage or death of the 
spouse. The amount of any such retirement allowance shall be equal to one half of the amount of 
the retirement allowance to which the member wou ld have been entitled had hethe member retired 
under the provisions of G.S. 135-57(a) on the first day of the calendar month coinciding with or 
next following ftt5the member's date of death, reduced by two percent (2%) thereof for each full 
year, if any, by which the age of the member at his or her date of death exceeds that of ftt5the 
member's spouse. If the retirement allowance to the spouse shall terminate on the remarriage or 
death of the spouse before the total of the retirement allowance payments made equals the amount 
of the member's accumulated contributions at date of death, the excess of such accumulated 
contributions over the total of the retirement allowances paid to the spouse shall be paid in a lump 
sum to such person as the member shall have nominated by electronic submission in a form 
approved by the Board of Trustees or by written designation duly acknowledged and filed with the 
Board of Trustees, if such person is living at the time such payment falls due, otherwise to the 
former member's legal representatives. 

(c) Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a member 
not in service, there shall be paid in a lump sum to such person as the member shall have 
nominated by electronic submission prior to completing 10 years of service in a form approved by 
the Board of Trustees or 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 equal to the member's accumulated contributions. 

II 

SECTION 7.(d) G.S. 128-27(f) reads as rewritten: 
"(f) Return of Accumulated Contributions. - Should a member cease to be an employee 

except by death or retirement under the provisions of this Chapter, hethe member shall upon 
submission of an application be paid, not earlier than 60 days from the date of termination of 
service, ftt5the member's contributions and the accumulated regular interest thereon, provided that 
hethe member has not in the meantime returned to service. Upon payment of such sum his or her 
membership in the System shall cease and, if he or she thereafter again becomes a member, no 
credit shall be allowed for any service previously rendered except as provided in G.S. 128-26; and 
such payment shall be in full and complete discharge of any rights in or to any benefits otherwise 
payable hereunder. Upon receipt of proof satisfactory to the Board of Trustees of the death, prior 
to retirement, of a member or former member there shall be paid to such person or persons as 
hethe member or former member shall have nominated by electronic submission prior to 
completing 10 years of service in a form approved by the Board of Trustees or by written 
designation duly acknowledged and filed with the Board of Trustees, if such person or persons are 
living at the time of the member's death, otherwise to the member's legal representatives, the 
amount of ftt5the member's accumulated contributions at the time of ftt5the member's death, unless 
the beneficiary elects to receive the alternate benefit under the provisions of (m) below. An 
extension service employee who made contributions to the Local Governmental Employees' 
Retirement System and the Teachers' and State Employees' Retirement System as a result of dual 
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employment may not be paid his or her accumulated contributions unless hethe extension service 
employee is eligible to be paid his or her accumulated contributions in both systems for the same • 
period of service. 

Pursuant to the provisions of G.S. 135-56.2, a member who is also a member of the 
Consolidated Judicial Retirement System may irrevocably elect to transfer any accumulated 
contributions to the Consolidated Judicial Retirement System or to the Supplemental Retirement 
Income Plan and forfeit any rights in or to any benefits otherwise payable hereunder." 

SECTION 7.(e) G.S. 128-27(1) reads as rewritten: 
"(I) 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 hethe member shall 
have nominated by electronic submission prior to completing 10 years of service in a form 
approved by the Board of Trustees or 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 h+s the member's 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 h+sthe 
member's last day of actual service occurs; 

(3) Repealed by Session Laws 1983 (Regular Session, 1984), c. I 049, s. 2; 
subject to a minimum of twenty-five thousand dollars ($25 ,000) and a maximum of 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 h+s the member's 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 h+s the member's death if h+s the member's death occurs within 180 
days from the last day of h+s the member's actual service. 

II 

SECTION 7.(f) G.S. 120-4.25 reads as rewritten: 
"§ 120-4.25. Return of accumulated contributions. 

If a member ceases to be a member of the General Assembly except by death or retirement, 
hethe member shall , upon submission of an application, be paid not earlier than 60 days following 
the date of termination of service the sum of h+sthe member's accumulated contributions provided 
hethe member has not in the meantime returned to service. Upon payment of this sum his or her 
membership in the System ceases. If hethe individual becomes a member afterwards, no credit 
shall be allowed for any service previously rendered except as provided in G.S. 120-4.14 and the 
payment shall be in full and complete discharge of any rights in or to any benefits otherwise 
payable under this Article. Upon receipt of proof satisfactory to the Board of Trustees of the death, 
prior to retirement, of a member or former member, there shall be paid to the person or persons 
hethe member or former member nominated by electronic submission prior to completing 10 years • 
of service in a form approved by the Board of Trustees or by written designation duly 
acknowledged and filed with the Board of Trustees, if the person or persons are living at the time 
of the member's death, otherwise to the member's legal representatives, the amount of h+sthe 
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member's accumulated contributions at the time of m5the member's death, unless the beneficiary 
elects to receive the alternate benefit under the provisions of G.S. 120-4.28." 

SECTION 7.(g) This section becomes effective January 1, 2017. 
SECTION 8.(a) G.S. 135-6(b) reads as rewritten: 

"(b) Membership of Board; Terms. - The Board shall consist of the following 13 members, 
as follows:members: 

(1) 
(2) 

ill 
fJ1ill 

The State Treasurer, ex officio;officio. 
The Superintendent of Public Instruction, ex officio;officio. 
The Director of the Office of State Human Resources, ex officio. 
Ni-fleEight members to be appointed by the Governor and confirmed by the 
Senate of North Carolina. One of the appointive members shall be a member of 
the teaching profession of the State; one of the appointiYe members shall be a 
representatiYe of higher education appointed by the Governor for a term of four 
years commencing July 1, 1969, and quadrennially thereafter; one of the 
appointive members shall be a retired teacher who is drawing a retirement 
allowance, appointed by the Governor for a term of four years commencing 
July 1, 1969, and quadrennially thereafter; one shall be a retired State employee 
who is drawing a retirement allowance, appointed by the Governor for a term of 
four years commencing July 1, 1977, and quadrennially thereafter; one to be a 
general State employee, and two who are not members of the teaching 
profession or State employees; two to be appointed for a term of two years, two 
for a term of three years and one for a term of four years; one appointive 
member shall be a Jaw-enforcement officer employed by the State, appointed by 
the Governor, for a term of four years commencing April 1, 1985. One member 
shall be an active or retired member of the North Carolina National Guard 
appointed by the Governor for a term of four years commencing July 1, 2013. 
At the expiration of these terms of office the appointment shall be for a term of 
four yea-FS;years. 

tBill Two members appointed by the General Assembly, one appointed upon the 
recommendation of the Speaker of the House of Representatives, and one 
appointed upon the recommendation of the President Pro Tempore of the 
Senate in accordance with G.S. 120-121. Neither of these members may be an 
active or retired teacher or State employee or an employee of a unit of local 
government. The initial members appointed by the General Assembly shall 
serve for terms expiring June 30, 1983. Thereafter, their successors shall serve 
for two-year terms beginning July 1 of odd-numbered years. Vacancies in 
appointments made by the General Assembly shall be filled in accordance with 
G.S. 120-122." 

SECTION 8.(b) G.S. 135-6(g) reads as rewritten : 
"(g) Officers and Other Employees; Salaries and Expenses. - The State Treasurer shall be 

ex officio chairmanchair of the Board of Trustees. The Board of Trustees shall , by a majority vote 
of all the members, appoint a director, who may be, but need not be, one of its members. The 
salary of the director of the Retirement System is subject to the provisions of Chapter 126 of the 
General Statutes of North Carolina. Trustees and shall appoint a director. The Board of Trustees 
shall engage such actuarial and other service as shall be required to transact the business of the 
Retirement System. The compensation of all persons, other than the director, engaged by the 
Board of Trustees, and all other expenses of the Board necessary for the operation of the 
Retirement System, shall be paid at such rates and in such amounts as the Board of Trustees shall 
approve, subject to the approval of the Director of the Budget." 

SECTION 8.(c) G.S. 128-28(h) reads as rewritten: 
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"(h) Officers and Other Employees, Salaries and Expenses. - The Board of Trustees shall 
elect from its membership a chairman, and shall , by a majority vote of all the members, appoint a 
director, who may be, but need not be, one of its members. The State Treasurer shall be ex officio 
chair of the Board of Trustees and shall appoint a director. The Board of Trustees shall engage 
such actuarial and other service as shall be required to transact the business of the Retirement 
System. The compensation of all persons engaged by the Board of Trustees, and all other expenses 
of the Board necessary for the operation of the Retirement System, shall be paid at such rates and 
in such amounts as the Board of Trustees shall approve." 

SECTION 9.(a) G.S. 135-6 is amended by adding a new subsection to read: 
"M In order to promote achievement of long-term administrative objectives and to retain 

key public employees with benefits administration expertise, the State Treasurer is authorized to 
establish market-oriented compensation plans for employees in positions designated as key 
management roles who possess specialized skills or knowledge necessary for the effective 
administration of retirement benefits and who shall be exempt from the classification and 
compensation rules established by the Office of State Human Resources. The design and 
administration of those compensation plans shall be based on compensation studies conducted by 
a nationally recognized firm specializing in employee benefits. The costs of the compensation and 
other associated employee benefits shall be apportioned from administrative receipts of the 
Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint 
Legislative Oversight Committee on General Government annually, on or before December 1 of 
each year." 

SECTION 9.(b) G.S. 128-28 is amended by adding a new subsection to read: 
".(y} In order to promote achievement of long-term administrative objectives and to retain 

key public employees with benefits administration expertise, the State Treasurer is authorized to 
establish market-oriented compensation plans for employees in positions designated as key 
management roles who possess specialized skills or knowledge necessary for the effective 
administration of retirement benefits and who shall be exempt from the classification and 
compensation rules established by the Office of State Human Resources. The design and 
administration of those compensation plans shall be based on compensation studies conducted by 
a nationally recognized firm specializing in employee benefits. The costs of the compensation and 
other associated employee benefits shall be apportioned from administrative receipts of the 
Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint 
Legislative Oversight Committee on General Government annually, on or before December 1 of 
each year." 

SECTION 9.(c) G.S. 126-5 is amended by adding a new subsection to read: 
"i.f.1±) Except as to G.S. 126-13, 126-14, 126-14.1, and the provisions of Articles 6, 7, I 4, I 5, 

and 16 of this Chapter, the provisions of this Chapter shall not apply to employees of the 
Department of State Treasurer possessing specialized skills or knowledge necessary for the proper 
administration of retirement benefits and compensated pursuant to G.S. l 35-6(u) and 
G.S. 128-28(v)." 

SECTION 9.(d) This section becomes effective January 1, 2017. 
SECTION 10.(a) G.S. 135-7 is amended by adding a new subsection to read: 

"_(g)_ Legislative Enactment Implementation Arrangement. - The Legislative Enactment 
Jmplementation Arrangement (LEIA) is established effective October 1, 2016, and placed under 
the management of the Board of Trustees. The purpose of the LEIA is to provide for timely 
administrative implementation of legislative provisions regarding the retirement of. or payment of 
retirement benefits to, public officers or public employees. The LEIA shall have the following 
parameters: 

ill 
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interpret, construe, and implement the LEIA and to adopt such rules and 
regulations as may be necessary or desirable to implement the provisions of the 
LEIA. 

ill Funding of the LEIA. - In the event that the General Assembly creates or 
modifies any provision for the retirement of, or payment of retirement benefits 
to, public officers or public employees that has a cost savings as measured by 
actuarial note required by Article 15 of Chapter 120 of the General Statutes, the 
Board of Trustees may direct up to one hundredth percent (0.01 %) of the 
required contributions to fund the LEIA. These funds must be deposited in a 
separate fund from the fund into which regular employer contributions are 
deposited for the Retirement System. The Board of Trustees shall not direct any 
employer contributions into the LEIA after November 1, 2021. 

ill Allocation of LEIA funds. - The Board of Trustees may allocate LEIA funds to 
the implementation of legislative provisions regarding the retirement of, or 
payment for retirement benefits to, public officers or public employees, subject 
to the following restrictions: 
a. The Board of Trustees must identify individual implementation projects 

that will be paid for with LEIA funds . These implementation projects 
must be necessitated by a specific statute or session law that was 
enacted within five years of the allocation of the funds. The Board of 
Trustees must also identify the number of years for which each 
individual implementation project with be paid for with LEIA funds. 
For implementation projects that will be paid for with LEIA funds for a 
period of one year or less, the Board of Trustees must determine that the 
cost savings from implementing the project is projected to be no less 
than half of the amount of LEIA funds utilized to pay for 
implementation. 

c. For implementation projects that will be paid for with LEIA funds for a 
period of greater than one year, but not more than four years, the Board 
of Trustees must determine that the long-term cost savings from 
implementing the project is projected to be at least three times greater 
than the cost of implementation. 

d. No implementation project shall be paid for with LEIA funds for a 
period of more than four years. 

ill Treatment of unused assets. - Any assets of the LEIA not used to pay allowed 
administrative expenses for timely administrative implementation of legislative 
provisions shall be transferred to the Retirement System as an additional 
employer contribution." 

SECTION 10.(b) G.S. 128-29 is amended by adding a new subsection to read: 
".(g} Legislative Enactment Implementation Arrangement. - The Legislative Enactment 

Implementation Arrangement (LEIA) is established effective October 1, 2016, and placed under 
the management of the Board of Trustees. The purpose of the LEIA is to provide for timely 
administrative implementation of legislative provisions regarding the retirement of, or payment of 
retirement benefits to, public officers or public employees. The LEIA shall have the following 
parameters: 

ill Administration. - The LEIA shall be administered by the Board of Trustees, 
which shall compile and maintain all records necessary or appropriate for 
administration . The Board of Trustees shall have full discretionary authority to 
interpret, construe, and implement the LEIA and to adopt such rules and 
regulations as may be necessary or desirable to implement the provisions of the 
LEIA. 
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ill 

ill 

Funding of the LEIA. - In the event that the General Assembly creates or 
modifies any provision for the retirement of, or payment of retirement benefits 
to, public officers or public employees that has a cost savings as measured by 
actuarial note required by Article 15 of Chapter 120 of the General Statutes, the 
Board of Trustees may direct up to one hundredth percent (0.01 %) of the 
required contributions to fund the LEIA. These funds must be deposited in a 
separate fund from the fund into which regular employer contributions are 
deposited for the Retirement System. The Board of Trustees shall not direct any 
employer contributions into the LEIA after November 1, 2021 . 
Allocation of LEIA funds. - The Board of Trustees may allocate LEIA funds to 
the implementation of legislative provisions regarding the retirement of, or 
payment for retirement benefits to, public officers or public employees, subject 
to the following restrictions: 
a. The Board of Trustees must identify individual implementation projects 

that will be paid for with LEIA funds. These implementation projects 
must be necessitated by a specific statute or session law that was 
enacted within five years of the allocation of the funds. The Board of 
Trustees must also identify the number of years for which each 
individual implementation project with be paid for with LEIA funds. 

b. For implementation projects that will be paid for with LEIA funds for a 
period of one year or less, the Board of Trustees must determine that the 
cost savings from implementing the project is projected to be no less 
than half of the amount of LEIA funds utilized to pay for 
implementation. 

c. For implementation projects that will be paid for with LEIA funds for a 
period of greater than one year, but not more than four years, the Board 
of Trustees must determine that the long-term cost savings from 
implementing the project is projected to be at least three times greater 
than the cost of implementation. 

d. No implementation project shall be paid for with LEIA funds for a 
period of more than four years. 

ill Treatment of unused assets. - Any assets of the LEIA not used to pay allowed 
administrative expenses for timely administrative implementation of legislative 
provisions shall be transferred to the Retirement System as an additional 
employer contribution." 

SECTION 10.(c) This section becomes effective October 1, 2016. 
SECTION 11.(a) The February 5, 2008, Attorney General's advisory opinion entitled 

"Advisory Opinion: Confidentiality of Retirement Benefit Information; Session Law 2007-508" 
concluded that information about retirement benefits was intended to be included among those 
records required to be maintained for public inspection by each department, agency, institution, 
commission, and bureau of the State and that as a result the Retirement Systems Division of the 
Department of the State Treasurer makes that information available for public inspection and 
examination. The General Assembly finds that the interests of clarity require statutory language 
providing guidance to the Retirement Systems Division in determining and maintaining 
consistency as to what information should be made available about the retirement accounts of 
State and local employees. 

SECTION 11.(b) Article 1 of Chapter 135 of the General Statutes is amended by 
adding a new section to read: 
"§ 135-6.1. Member retirement record files held by the Retirement System. 

.(fil The following definitions apply in this section: 
ill Employment-related information. - As defined in G.S. l 26-22(b)(3). 
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ill Personal information. - As defined in G.S. l 26-22{b){3). 
ill Retirement file. - Any employment-related, retirement-related, or personal 

information of members in a State-administered retirement plan gathered by the 
Retirement Systems Division of the Department of State Treasurer. 

ill Retirement-related information. - Information including membership and 
service details, benefit payment information, and other information the 
Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

.(hl Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S. 135-6{p), G.S. 128-28(9), and subsections (c), (d), and (e) 
of this section. 

if} The following information regarding members and individuals in receipt of a recurring 
monthly benefit, if held by the Retirement System, is public and subject to subsection {d) of this 
section: 

ill Name. 
ill Age. 
ill Date of membership in the applicable retirement system, first service earned 

date, date of first enrollment, date of first employment, and date of retirement. 
ill The terms of any contract by which the member is employed whether written or 

oral, past and current, to the extent that the Retirement System has the written 
contract or a record of the oral contract in its possession. 

ill Current or most recently held position or title . 
.(fil Compensation and other relevant remuneration history and benefits paid. 
ill Date, general description, and type of each change and the corresponding 

employing agency. 
.(fil The office or station to which the member is currently assigned, if any. 
.c2} The record of benefit payments made by one of the Retirement Systems or 

Disability Benefits Programs administered by the Department of State 
Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
member. 

Q_Q} Purchases of educational leave. 
@ Subject only to rules and policies for the safekeeping of member retirement files 

adopted by the Board of Trustees, every person having custody of the retirement file information 
outlined in subsection (b) of this section shall permit the information to be inspected and examined 
and copies thereof made by any person during regular business hours. Any person who is denied 
access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
right to compel compliance with the provisions of this section by application to a court of 
competent jurisdiction for a writ of mandamus or other appropriate relief. 

1§.} The Retirement Systems Division of the Department of State Treasurer may disclose 
the name and mailing address of former State employees, former public school employees, or 
former community college employees to domiciled, nonprofit organizations representing 10,000 
or more retired State government, local government, or public school employees. 

ill All information other than the information listed in subsection (c) of this section 
contained in a retirement file is confidential and not open for inspection and examination except to 
the following persons: 

ill The member, or the member's authorized agent, who may examine his or her 
own retirement file, except for any information concerning a medical disability, 
mental or physical, that a prudent physician would not divulge to a patient. A 
member's medical record may be disclosed to a licensed physician in writing by 
the member. 
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ill A member of the General Assembly who may inspect and examine records 
under the authority of G.S. 120-19. 

ill A party by authority of a proper court order may inspect and examine a 
particular confidential portion of a member's retirement file . 

.(g)_ Any public official or employee who knowingly and willfully permits any person to 
have access to or custody or possession of any portion of a retirement file designated as 
confidential by this section, unless the person is one specifically authorized by this section to have 
access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
conviction shall only be fined in the discretion of the court but not in excess of five hundred 
dollars ($500.00). 

.(b). Any person not specifically authorized by this section to have access to a retirement 
file designated as confidential by this section, who knowingly and willfully examines, removes, or 
copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
($500.00)." 

SECTION 11.(c) Article 3 of Chapter 128 of the General Statutes is amended by 
adding a new section to read: 
"§ 128-33.1. Public records held by the Retirement System. 

@l The following definitions apply in this section: 
ill Employment-related information. -As defined in G.S. 126-22(b)(3). 
ill Personal information . - As defined in G.S. 126-22(b)(3). 
ill Retirement file. - Any employment-related, retirement-related, or personal 

information of members in a State-administered retirement plan gathered by the 
Retirement Systems Division of the Department of State Treasurer. 

ill Retirement-related information. - Information including membership and 
service details, benefit payment information, and other information the 
Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

{hl Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S. 135-6(p), G.S. 128-28(q), and subsections (c), (d), and (e) 
of this section. 
~ The following information regarding members and individuals in receipt of a recurring 

monthly benefit, if held by the Retirement System, is public subject to subsection (d) of this 
section: 

Page 30 

ill 
ill 
ill 

Bl 

ill 
.(fil 

ill 

(fil 
(22 

Name. 
Age. 
Date of membership in the applicable retirement system, first service earned 
date, date of first enrollment, date of first employment, and date of retirement. 
The terms of any contract by which the member is employed whether written or 
oral, past and current, to the extent that the Retirement System has the written 
contract or a record of the oral contract in its possession. 
Current or most recently held position or title. 
Compensation and other relevant remuneration history and benefits paid . 
Date, general description, and type of each change and the corresponding 
employing agency. 
The office or station to which the member is currently assigned, if any. 
The record of benefit payments made by one of the Retirement Systems or 
Disability Benefits Programs administered by the Department of State 
Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
member. 

.QQ} Purchases of educational leave. 
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1 @ Subject only to rules and policies for the safekeeping of member retirement files 
2 adopted by the Board of Trustees, every person having custody of the retirement file information 
3 outlined in subsection (b) of this section shall permit the information to be inspected and examined 
4 and copies thereof made by any person during regular business hours. Any person who is denied 
5 access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
6 right to compel compliance with the provisions of this section by application to a court of 
7 competent jurisdiction for a writ of mandamus or other appropriate relief. 
8 ill The Retirement Systems Division of the Department of State Treasurer may disclose 
9 the name and mailing address of former State employees, former public school employees, or 

IO former community college employees to domiciled, nonprofit organizations representing I 0,000 
I I or more retired State government, local government, or public school employees. 
12 ill All information other than the information listed in subsection (c) of this section 
13 contained in a retirement file is confidential and not open for inspection and examination except to 
14 the following persons: 
15 ill The member, or the member's authurized agent, who may examine his or her 
16 own retirement file, except for any information concerning a medical disability, 
17 mental or physical, that a prudent physician would not divulge to a patient. A 
18 member's medical record may be disclosed to a licensed physician in writing by 
19 the member. 
20 ill A member of the General Assembly who may inspect and examine records 
21 under the authority of G.S. 120-19. 
22 ill A party by authority of a proper court order may inspect and examine a 
23 particular confidential portion of a member's retirement file . 

• 24 .(g} Any public official or employee who knowingly and willfully permits any person to 
25 have access to or custody or possession of any portion of a retirement file designated as 
26 confidential by this section, unless the person is one specifically authorized by this section to have 
27 access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
28 conviction shall only be fined in the discretion of the court but not in excess of five hundred 
29 dollars ($500.00). 
30 _(h.) Any person not specifically authorized by this section to have access to a retirement 
31 file designated as confidential by this section, who knowingly and willfully examines, removes, or 
32 copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
33 conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
34 ($500.00)." 
35 SECTION 11.(d) G.S. 126-22 reads as rewritten : 
36 "§ 126-22. Personnel files not subject to inspection under§ 132-6. 
37 (a) Except as provided in G.S. 126-23 and G.S. 126-24, personnel files of State employees 
38 shall not be subject to inspection and examination as authorized by G.S . 132-6. 
39 (b) For purposes of this Article the following definitions apply: 
40 (1) "Employee" means any current State employee, former State employee, or 
41 applicant for State employment. 
42 (2) "Employer" means any State department, university, division, bureau, 
43 commission, council, or other agency subject to Article 7 of this Chapter. 
44 (3) "Personnel file" means any employment-related or personal information 
45 gathered by an employer, the Retirement Systems Division of the Department 
46 of State Treasurer, employer or by the Office of State Human Resources. 
47 Employment-related information contained in a personnel file includes 
48 information related to an individual's application, selection, promotion, 
49 demotion, transfer, leave, salary, contract for employment, benefits, suspension, 
50 performance evaluation, disciplinary actions, and termination. Personal 
51 information contained in a personnel file includes an individual's home address, 
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social security number, medical history, personal financial data, marital status, 
dependents, and beneficiaries. 

(4) "Record" means the personnel information that each employer is required to 
maintain in accordance with G.S . I 26-23. 

(c) Personnel files of former State employees who have been separated from State 
employment for IO or more years may be open to inspection and examination except for papers 
and documents relating to demotions and to disciplinary actions resulting in the dismissal of the 
employee and personnel files maintained b)1 the Retirement Systems DiYision of the Department 
of State Treasurer.employee. Retirement files maintained by the Retirement Systems Division of 
the Department of State Treasurer shall be made public pursuant to G.S. 128-33.1 and 
G.S. I 35-6.1. 

tG1 Notwithstanding any provision of this section to the contrary, the Retirement Systems 
Division of the Department of State Treasurer may disclose the name and mailing address of 
former State emplo)1ees to domiciled, nonprofit organizations representing 10,000 or more retired 
State government, local goYernmeot, or public school employees." 

SECTION 11.(e) G.S. l 15C-32l(bl) is repealed. 
SECTION 11.(f) G.S. 115D-29(c) is repealed. 
SECTION 11.(g) G.S. I 53A-98(c3) is repealed. 
SECTION 11.(h) G.S. 160A-168(c3) is repealed. 
SECTION 12.(a) G.S. 135-10.1 reads as rewritten: 

"§ 135-10.1. Failure to respond. 
If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 

or Form 7-E are mailed,transmitted to the member, or if a member fails to respond within 120 
days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
and void ; the retirement system shall not be liable for any benefits due on account of the voided 
application, and a new application must be filed establishing a subsequent effective date of 
retirement. If an applicant for disability retirement fails to furnish requested additional medical 
information within 90 days following such request, the application shall be declared null and void 
under the same conditions outlined above, unless the applicant is eligible for early or service 
retirement in which case the application shall be processed accordingly, using the same effective 
date as would have been used had the application for disability retirement been approved . The 
Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
extend the 120-day limitation provided for in this section when a member has suffered 
incapacitation such that a reasonable person would not have expected the member to be able to 
complete the required paperwork within the regular deadline, or when an omission by the 
Retirement Systems Division prevents the member from having sufficient time to meet the regular 
deadline." 

SECTION 12.(b) G.S. 128-32.1 reads as rewritten: 
"§ 128-32.1. Failure to respond. 

If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 
or Form 7-E are mailed,transmitted to the member, or if a member fails to respond within 120 
days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
and void; the retirement system shall not be liable for any benefits due on account of the voided 
application , and a new application must be filed establishing a subsequent effective date of 
retirement. If an applicant for disability retirement fails to furnish requested additional medical 
information within 90 days following such request, the application shall be declared null and void 
under the same conditions outlined above, unless the applicant is elig ible for early or service 
retirement in which case the application shall be processed accordingly, using the same effective 
date as would have been used had the application for disability retirement been approved. The 
Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
extend the 120-day limitation provided for in this section when a member has suffered 
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1 incapacitation such that a reasonable person would not have expected the member to be able to 

• 2 complete the required paperwork within the regular deadline, or when an omission by the 
3 Retirement Systems Division prevents the member from having sufficient time to meet the regular 
4 deadline." 
5 SECTION 13.(a) G.S. 135-18.8 reads as rewritten: 
6 "§ 135-18.8. Deduction for payments allowed. 
7 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
8 that has at least ~ l 0,000 members, the majority of whom are active or retired employees of 
9 the State or public school employees, may authorize, in writing, the periodic deduction from the 

10 beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
11 association. The authorization shall remain in effect until revoked by the beneficiar)1.beneficiary, 
12 and proof of the authorization must be available upon request to the Department of the State 
13 Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
14 retirees' association engages in collective bargaining with the State, any political subdivision of 
15 the State, or any local school administrative unit. 
16 (b) Any beneficiary may also authorize, in writing, the monthly deduction from the 
17 beneficiary's retirement benefits of a designated lump sum to be paid to the State Health Plan for 
I 8 any dependent whom the beneficiary wishes to cover under the State Health Plan. In the event that 
19 the beneficiary's own State Health Plan coverage is contributory, in whole or in part, the 
20 beneficiary may also authorize a designated lump sum to be paid to the State Health Plan on 
21 behalf of the beneficiary. In addition, a beneficiary may similarly authorize the deduction for 
22 supplemental voluntary insurance benefits, provided that the deduction is authorized by the 
23 Department of State Treasurer and is payable to a company with which the Department of State 
24 Treasurer has or had an exclusive contractual relationship. Any such authorization shall remain in 
25 effect until revoked by the beneficiar)•.beneficiary, and proof of the authorization must be 
26 available on request by the Department of the State Treasurer." 
27 SECTION 13.(b) G.S. 135-75 reads as rewritten: 
28 "§ 135-75. Deduction for payments allowed. 
29 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
30 that has at least ~ I 0,000 members, the majority of whom are active or retired employees of 
31 the State or public school employees, may authorize, in writing, the periodic deduction from the 
32 beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
33 association. The authorization shall remain in effect until revoked by the beneficiary.beneficiary, 
34 and proof of the authorization must be available on request of the Department of the State 
35 Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
36 retirees' association engages in collective bargaining with the State, any political subdivision of 
37 the State, or any local school administrative unit. 
38 (b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
39 in writing, the monthly deduction from the beneficiary's retirement benefits of a designated lump 
40 sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
41 under the State Health Plan. In the event that the beneficiary's own State Health Plan coverage is 
42 contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
43 paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
44 authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction 
45 is authorized by the Department of State Treasurer and is payable to a company with which the 
46 Department of State Treasurer has or had an exclusive contractual relationship. Any such 

• 4 7 authorization shall remain in effect until revoked by the beneficiary.beneficiary, and proof of the 
48 authorization must be available on request of the Department of the State Treasurer." 
49 SECTION 13.(c) G.S. 128-38.3 reads as rewritten: 
50 "§ 128-38.3. Deduction for payments allowed. 
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(a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
that has at least 2,-00010.000 members, the majority of whom are active or retired employees of 
employers as defined in G.S . I 28-2 I (11 ), may authorize, in writing, the periodic deduction from 
the beneficiary's retirement benefits a designated lump sum to be paid to the employees' or 
retirees' association. The authorization shall remain in effect until revoked by the 
beneficiary.beneficiary, and proof of the authorization must be available on request of the 
Department of the State Treasurer. A plan of deductions pursuant to this section shall become void 
if the employees' or retirees' association engages in collective bargaining with the State, any 
political subdivision of the State, or any local school administrative unit. 

(b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
in writing, the monthly deduction from the beneficiary's retirement benefits of a designated lump 
sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
under the State Health Plan. ln the event that the beneficiary's own State Health Plan coverage is 
contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction 
is authorized by the Department of State Treasurer and is payable to a company with which the 
Department of State Treasurer has or had an exclusive contractual relationship. Any such 
authorization shall remain in effect until revoked by the beneficiary.beneficiary, and proof of the 
authorization must be available on request of the Department of the State Treasurer. 

{£}_ For local employers who made arrangements with the Retirement System prior to 
January I, 2016, any beneficiary who is a retiree from an employer in the Retirement System 
under this Article may authorize the periodic deduction from the beneficiary's retirement benefits 
as designated lump sum to be paid to the beneficiary's former employer for the purpose of 
providing health benefits. The authorization shall remain in effect until revoked by the beneficiary, 
and proof of the authorization must be available on request of the Department of the State 
Treasurer. 11 

SECTION 13.(d) G.S. 120-4.32 reads as rewritten: 
11§ 120-4.32. Deduction for payments allowed. 

(a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
that has at least 2,-000 I 0,000 members, the majority of whom are active or retired employees of 
the State or public school employees, may authorize, in writing, the periodic deduction from the 
beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
association. The authorization shall remain in effect until revoked by the beneficiary.beneficiary, 
and proof of the authorization must be available on request of the Department of the State 
Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
retirees' association engages in collective bargaining with the State, any political subdivision of 
the State, or any local school administrative unit. 

(b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
in writing, the monthly deduction from the beneficiary's retirement benefits of a designated lump 
sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
under the State Health Plan. In the event that the beneficiary's own State Health Plan coverage is 
contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction 
is authorized by the Department of State Treasurer and is payable to a company with which the 
Department of State Treasurer has or had an exclusive contractual relationship. Any such 
authorization shall remain in effect until revoked by the beneficiar_y.beneficiary, and proof of the 
authorization must be available on request of the Department of the State Treasurer. 11 
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SECTION 13.(e) G.S. 135-18.8(a) is repealed. 
SECTION 13.(t) G.S. 135-75(a) is repealed. 
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SECTION 13.(g) G.S. 128-38.3(a) is repealed . 
SECTION 13.(h) G.S. 128-38.3(c) is repealed. 
SECTION 13.(i) G.S. 120-4.32(a) is repealed. 

Session 2015 

SECTION 13.U) Subsections (e), (f), (g), (h), and (i) of this section become effective 
July 1, 2017. The remainder of this section is effective when it becomes law. 

SECTION 14.(a) G.S. 135-106(b) reads as rewritten: 
"(b) After the commencement of benefits under this section, the benefits payable under the 

terms of this section during the first 36 months of the long-term disability period shall be equal to 
sixty-five percent (65%) of l /12th of the annual base rate of compensation last payable to the 
participant or beneficiary prior to the beginning of the short-term disability period as may be 
adjusted for percentage increases as provided under G.S. 135-108, plus sixty-five percent (65%) of 
1 /12th of the annual longevity payment to which the participant or beneficiary would be eligible, 
to a maximum of three thousand nine hundred dollars ($3,900) per month reduced by any primary 
Social Security disabi I ity benefits to which the beneficiary may be entitled, effective as of the first 
of the month following the month of initial entitlement, and by monthly payments for Workers' 
Compensation to which the participant or beneficiary may be entitled. When primary Social 
Security disability benefits are increased by cost-of-living adjustments, the increased reduction 
shall be applied in the first month following the month in which the member becomes entitled to 
the increased Social Security benefit. The monthly benefit shall be further reduced by the amount 
of any monthly payments from the federal Department of Veterans Affairs, any other federal 
agency or any payments made under the provisions of G.S. 127 A-108, to which the participant or 
beneficiary may be entitled on account of the same disability. Provided, in any event, the benefit 
payable shall be no less than ten dollars ($10.00) a month . However, a disabled participant may 
elect to receive any salary continuation as provided in G.S. 135-104 in lieu of long-term disability 
benefits; provided such election shall not extend the first 36 consecutive calendar months of the 
long-term disability period. An election to receive any salary continuation for any part of any 
given day shall be in lieu of any long-term benefit payable for that day, provided further, any 
lump-sum payout for vacation leave shall be treated as if the beneficiary or participant had 
exhausted the leave and shall be in lieu of any long-term benefit otherwise payable. Provided that, 
in any event, a beneficiary's benefit shall be reduced during the first 36 months of the long-term 
disability period by an amount, as determined by the Board of Trustees, equal to a primary Social 
Security retirement benefit to which the beneficiary might be entitled, effective the first of the 
month following the month of initial entitlement. 

After 36 months of long-term disability, no further benefits are payable under the terms of this 
section unless the member has been approved and is in receipt of primary Social Security 
disability benefits. In that case the benefits payable shall be equal to sixty-five percent (65%) of 
1 /12th of the annual base rate of compensation last payable to the participant or beneficiary prior 
to the beginning of the short-term disability period as may be adjusted for percentage increases as 
provided under G.S. 135-108, plus sixty-five percent (65%) of ]/ 12th of the annual longevity 
payment to which the participant or beneficiary would be eligible, to a maximum of three 
thousand nine hundred dollars ($3 ,900) per month reduced by the primary Social Security 
disability benefits to which the beneficiary may be entitled, effective as of the first of the month 
following the month of initial entitlement, and by monthly payments for Workers' Compensation 
to which the participant or beneficiary may be entitled. When primary Social Security disability 
benefits are increased by cost-of-living adjustments, the increased reduction shall be applied in the 
first month following the month in which the member becomes entitled to the increased Social 
Security benefit. The monthly benefit shall be further reduced by the amount of any monthly 
payments from the federal Department of Veterans Affairs, for payments from any other federal 
agency, or for any payments made under the provisions of G.S. 127 A-108, to which the participant 
or beneficiary may be entitled on account of the same disability. Provided, in any event, the 
benefit payable shall be no less than ten dollars ($10.00) a month. 
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Notwithstanding the foregoing, the long term disabilit;' benefit is pa;<able so long as the 
2 beneficiar;< is disabled and is in receipt of a primar;' Social Security disabilit)' benefit until the 
3 earliest date at which the beneficiar;< is eligible for an unreduced service retirement allowance 
4 from the Retirement System, at which time the beneficiary would receive a retirement 
5 allowanceAt such time as the beneficiary receiving long-term disability benefits becomes eligible 
6 for an unreduced service retirement, the Jong-term disability benefit of the beneficiary shall be 
7 recalculated according to the formula set forth in G.S . l 35-5(b2 l), calculated on the basis of the 
8 beneficiary's average final compensation at the time of disability as adjusted to reflect 
9 compensation increases subsequent to the time of disability and the creditable service accumulated 

l O by the beneficiary, including creditable service while in receipt of benefits under the Plan. In the 
11 event the beneficiary has not been approved and is not in receipt of a primary Social Security 
12 disability benefit, the long-term disability benefit shall cease after the first 36 months of the 
13 long-term disability period. In lieu of the recalculated long-term benefit described in this 
14 subsection, the beneficiary shall have the right to elect to convert to an unreduced service 
15 retirement benefit and thereby cease to receive further long-term benefits, provided all other 
16 requirements are met pursuant to the provisions of G.S . 135-5. When such a long-term disability 
17 recipient begins receiving this unreduced service retirement allowance from the System, that 
18 recipient shall not be subject to the six-month waiting period set forth in G.S. 135-1 (20). However, 
19 a beneficiary shall be entitled to a restoration of the long-term disability benefit in the event the 
20 Social Security Administration grants a retroactive approval for primary Social Security disability 
21 benefits with a benefit effective date within the first 36 months of the long-term disability period. 
22 In such event, the long-term disability benefit shall be restored retroactively to the date of 
23 cessation." 
24 SECTION 14.(b) This section becomes effective January 1, 2017. 
25 SECTION 15.(a) G.S. 143B-426.40G(b) reads as rewritten: 
26 "(b) The State Treasurer may impose on an agency with non-State funds a fee of fifteen 
27 dollars ($15 .00) for each check drawn against the agency's disbursing account that causes the 
28 balance in the account to be in overdraft or while the account is in overdraft. The financial officer 
29 shall pay the fee from the agency's non-State or personal funds to the General Fund to the credit of 
30 the miscellaneous nontax revenue account by the agency." 
31 SECTION 15.(b) This section becomes effective October 1, 2016. 
32 SECTION 16. Article 6 of Chapter 147 of the General Statutes is amended by adding 
33 a new section to read: 
34 "§ 147-68.2. Confidentiality of warrants issued by the State. 
35 Information contained in records held by the State about outstanding, unpaid warrants issued 
36 by the State are confidential and not available for public inspection to the extent that the Treasurer 
37 determines that information would be sufficient to counterfeit a warrant." 
38 SECTION 17. G.S. 147-79(a) reads as rewritten: 
39 "(a) The amount of funds deposited by the State Treasurer in an official depository shall be 
40 adequately secured by deposit insurance, surety bonds, letters of credit issued by a Federal Home 
4 I Loan Bank, or investment securities of such nature, in such amounts, and in such manner, as may 
42 be prescribed by rule or regulation of the State Treasurer with the approval of the Governor and 
43 Council of State. No security is required for the protection of funds remitted to and received by a 
44 bank or trust company designated by the State Treasurer under G.S. 142-1 and acting as paying 
45 agent for the payment of the principal of or interest on bonds or notes of the State." 
46 SECTION 18.(a) G.S. 115C-34 I .2 reads as rewritten: 
4 7 "§ llSC-341.2. Department of State Treasurer sponsored 403(b) option. • 
48 (a) In addition to the opportunities for local boards of education to offer section 403(b) of 
49 the Internal Revenue Code of 1986 retirement annuities and/or mutual funds to their employees 
50 under G.S. I I 5C-34 I, the Department of State Treasurer may establish an approved third-party 
51 vendor of retirement offerings as described m section 403(b) of the Internal Revenue Code of 
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1986, as now and hereafter amended, pursuant to which employees of local school boards may 
enter into nonforfeitable 403(b) plan options by way of salary reduction through the auspices of 
the Department of State Treasurer. This statewide plan of 403(b) offerings shall be known as the 
"North Carolina Public School Teachers' and Professional Educators' Investment Plan." The 
vendor authorized under this section shall be selected by use of StateSupplemental Retirement 
Board of Trustees procurement procedures,procedures under Article 5 of Chapter 135 of the 
General Statutes, with the goal of attaining lower administrative fees and enhanced services for 
participants and employer compliance with applicable law and regulations. Eligible employees of 
local school boards shall all be allowed to use this vendor for the tax-deferred 403(b) option of 
their choice. 

(b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
offerings to employees of local school boards under this section. 

(1) Annuity contracts, trust accounts, and/or custodial accounts shall be 
administered by a qualified third-party administrator that shall , under written 
agreement with the Department of State Treasurer, provide custodial , 
record-keeping, and administrative services. The third-party administrator may 
also be the selected vendor for the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan. 

(2) 

For employers choosing to participate in the North Carolina Public School 
Teachers' and Professional Educators' Investment Plan, the third-party 
administrator shall , at a minimum, provide the following: 
a. Maintain a written plan document. 
b. Review hardship withdrawal requests , loan requests, and other 

disbursements permitted under section 403(b) of the Internal Revenue 
Code of 1986. 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 

d. Monitor maximum contributions. 
e. Coordinate responses to the Internal Revenue Service in any case of an 

IRS audit. 
f. Generate educational communication materials to employees concerning 

the enrollment process, program eligibility, and investment options. 
g. Maintain internal reports to ensure compliance with Section 403(b) of 

the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G .S. 115C-341 within each participating local board 
of education plan by creating and establishing the necessary connections 
and processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide f*ill'hplan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter 135 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees for the North Carolina 
Supplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivision (1) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
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1 hardship withdrawals) or be directed by the participating employer to cease 
2 accepting new contributions, loans, and hardship withdrawals. 
3 (3) Investment options shall be solely determined by the Department of State 
4 Treasurer and the Supplemental Retirement Board of Trustees for the North 
5 Carolina Supplemental Retirement Plans consistent with section 403(b) of the 
6 Internal Revenue Code of 1986, as amended. 
7 (4) Investment staff of the Department of State Treasurer may make 
8 recommendations to the State Treasurer and the Supplemental Retirement 
9 Board of Trustees for the North Carolina Supplemental Retirement Plans as to 

1 O appropriate investment options. +hePursuant to G.S. 135-96, the State 
11 Treasurer and Board of Trustees shall have sole responsibility for the selection 
12 of the vendor, third-party administrator, providers of investment options, and 
13 any other service provider for the North Carolina Public School Teachers' and 
14 Professional Educators' Investment Plan. 
15 (5) All contributions made in accordance with the provisions of section 403(b) of 
16 the Internal Revenue Code of 1986, as amended, and this section shall be 
17 remitted directly to the administrator and held by the administrator in a 
18 custodial account on behalf of each participating employee. Any investment 
19 gains or losses shall be credited to those accounts. The forms of payment and 
20 disbursement procedures shall be consistent with those generally offered by 
21 similar annuity contracts, trust accounts, and custodial accounts and applicable 
22 federal and State statutes governing those contracts and accounts. 
23 (6) Any local board of education may elect to make contributions to the employee's 
24 account on behalf of the employee. The employer shall take whatever action is 
25 necessary to implement this section. 
26 (7) The design and administration of annuity contracts, trust accounts, and 
27 custodial accounts under this provision shall comply with all applicable 
28 provisions of the Internal Revenue Code of 1986, as amended." 
29 SECTION 18.(b) G.S. 115D-25.4(b) reads as rewritten: 
30 "(b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
31 offerings to employees of local boards of trustees under this section: 
32 (1) Annuity contracts, trust accounts, and/or custodial accounts shall be 
33 administered by a qualified third-party administrator that shall, under written 
34 agreement with the Department of State Treasurer, provide custodial , 
35 record-keeping, and administrative services. The third-party administrator may 
36 also be the selected vendor for the North Carolina Public School Teachers' and 
37 Professional Educators' Investment Plan. 
38 For local boards of trustees as employers choosing to participate in the 
39 North Carolina Public School Teachers' and Professional Educators' Investment 
40 Plan, the third-party administrator shall , at a minimum, provide the following: 
41 a. Maintain a written plan document. 
42 b. Review hardship withdrawal requests, loan requests, and other 
43 disbursements permitted under section 403(b) of the Internal Revenue 
44 Code of 1986. 
45 
46 
47 
48 
49 
50 
51 
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d. 
e. 

f. 

Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 
Monitor maximum contributions. 
Coordinate responses to the Internal Revenue Service in any case of an 
fRS audit. 
Generate educational communication materials to employees concerning 
the enrollment process, program eligibility, and investment options. 
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(2) 

(3) 

(4) 

g. Maintain internal reports to ensure compliance with section 403(b) of 
the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S. 1 15D-25 within each participating local board of 
trustees plan by creating and establishing the necessary connections and 
processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide ftt!*r.plan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter 135 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees for the North Carolina 
8upplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivision (1) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
hardship withdrawals) or be directed by the participating employer to cease 
accepting new contributions, loans, and hardship withdrawals. 
Investment options shall be solely determined by the Department of State 
Treasurer and the Supplemental Retirement Board of Trustees for the North 
Carolina 8upplemental Retirement Plans consistent with section 403(b) of the 
Internal Revenue Code of I 986, as amended. 
Investment staff of the Department of State Treasurer may make 
recommendations to the State Treasurer and the Supplemental Retirement 
Board of Trustees for the l>Jorth Carolina 8upplemental Retirement Plans as to 
appropriate investment options. +hePursuant to G.S . I 35-96, the State 
Treasurer and Board of Trustees shall have sole responsibility for the selection 
of the vendor, third-party administrator, providers of investment options, and 
any other service provider for the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan. 

(5) All contributions made in accordance with the provisions of section 403(b) of 
the Internal Revenue Code of 1986, as amended, and this section shall be 
remitted directly to the administrator and held by the administrator in a 
custodial account on behalf of each participating employee. Any investment 
gains or losses shall be credited to those accounts. The forms of payment and 
disbursement procedures shall be consistent with those generally offered by 
similar annuity contracts, trust accounts, and custodial accounts and applicable 
federal and State statutes governing those contracts and accounts. 

(6) Any local board of trustees may elect to make contributions to the employee's 
account on behalf of the employee. The local board of trustees shall take 
whatever action is necessary to implement this section. 

(7) The design and administration of annuity contracts, trust accounts, and 
custodial accounts under this provision shall comply with all applicable 
provisions of the Internal Revenue Code of I 986, as amended." 

SECTION 19. G.S. I 15C-436 is amended by adding a new subsection to read: 
"{0 Upon receipt of a report from the North Carolina Teachers' and State Employees' 

Retirement System, generated pursuant to G.S . 135-8(Q(2)f., containing a list of employees for 
whom the local board of education made a contribution to the North Carolina Teachers' and State 
Employees' Retirement System that is likely to require an additional employer contribution should 
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1 the employee elect to retire in the following 12 months, the school financial officer shall transmit a 
2 copy of the report to the local board of education. The school financial officer shall also notify the 
3 board of county commissioners of the county in which the local administrative unit is located that 
4 the report was received and the number of employees listed in the report." 
5 SECTION 20.(a) G.S. 135-1 (7a) reads as rewritten : 
6 "(7a) a. "Compensation" shall meaRmean, for members who became members 
7 prior to January 1, 2017, all salaries and wages prior to any reduction 
8 pursuant to sections 125, 40l(k), 403(b), 414(h)(2), and 457 of the 
9 Internal Revenue Code, not including any terminal payments for unused 

10 sick leave, derived from public funds which are earned by a member of 
11 the Retirement System for service as an employee or teacher in the unit 
12 of the Retirement System for which he is performing full-time work. In 
13 addition to the foregoing, "compensation" shall include :include the 
14 following: 
15 1. Performance-based compensation (regardless of whether paid in 
16 a lump sum, in periodic installments, or on a monthly 
17 ~basis). 
18 2. Conversion of additional benefits to salary (additional benefits 
I 9 such as health, life, or disability plans), so long as the benefits 
20 are other than mandated by State law or regulation;regulation. 
21 3. Payment of tax consequences for benefits provided by the 
22 employer, so long as they constitute an adjustment or increase in 
23 salary and not a "reimbursement of e),penses";expenses." 
24 4. Payout of vacation leaveleave, so long as such payouts are 
25 permitted by applicable law and regulation;regulation. 
26 5. Employee contributions to eligible deferred compensation f*GA!r, 
27 aneplans. 
28 6. Effective July 1, 2009, payment of military differential wages. 
29 .!!.L "Compensation" shall mean, for members who became members on or 
30 after January 1, 2017, all salaries and wages prior to any reduction 
31 pursuant to sections 125, 40 l(k), 403(b ), 414(h)(2), and 457 of the 
32 Internal Revenue Code, not including any terminal payments for unused 
33 sick leave, derived from public funds which are earned by a member of 
34 the Retirement System for service as an employee or teacher in the unit 
35 of the Retirement System for which he or she is performing full-time 
36 work. In addition to the foregoing, "compensation" shall include the 
37 following: 
38 .L. Performance-based compensation (regardless of whether paid in 
39 a lump sum. in periodic installments, or on a monthly basis). 
40 2. Payment of tax consequences for benefits provided by the 
41 employer, so long as they constitute an adjustment or increase in 
42 salary and not a "reimbursement of expenses." 
43 2:. Payout of vacation leave, so long as such payouts are permitted 
44 by applicable law and regulation. 
45 4. Employee contributions to eligible deferred compensation plans. 
46 ~ Payment of military differential wages. 
47 b. "Compensation" shall not include any payment, as determined by the 
48 Board of Trustees, for the reimbursement of expenses or payments for 
49 housing or any other allowances whether or not classified as salary and 
50 wages. "Compensation" includes all special pay contribution of annual 
51 leave made to a 401 (a) Special Pay Plan for the benefit of an employee. 
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Notwithstanding any other provision of this Chapter, "compensation" 
shall not include: 
1. Supplement/allowance provided to employee to purchase 

additional benefits such as health, life, or disability plans; 
2. Travel supplement/allowance (nonaccountable allowance plans); 

' 3. Employer contributions to eligible deferred compensation plans; 
4. Employer-provided fringe benefits (additional benefits such as 

health, life, or disability plans); 
5. Reimbursement of uninsured medical expenses; 
6. Reimbursement of business expenses; 
7. Reimbursement of moving expenses; 
8. Reimbursement/payment of personal expenses; 
9. Incentive payments for early retirement; 
10. Bonuses paid incident to retirement; 
10a. Local supplementation as authorized under G.S. 7A-300.l for 

Judicial Department employees; 
11. Contract buyout/severance payments; and 
12. Payouts for unused sick leave. 
11. For members who became members after January 1, 2017, 

conversion of additional benefits to salary, such as health, life, or 
disability plans, so long as the benefits are other than mandated 
by State law or regulation. 

c. ln the event an employer reports as "compensation" payments not 
specifically included or excluded as "compensation", such payments 
shall be "compensation" for retirement purposes only if the employer 
pays the Retirement System the additional actuarial liability created by 
such payments." 

SECTION 20.(b) G.S. 128-21(7a) reads as rewritten: 
"(7a) a. "Compensation" shall meaflmean, for members who became members 

prior to January 1, 2017, all salaries and wages prior to any reduction 
pursuant to sections 125, 401(k), 403(b), 414(h)(2), and 457 of the 
Internal Revenue Code, not including any terminal payments for unused 
sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee in the unit of the 
Retirement System for which he is performing full-time work. In 
addition to the foregoing, "compensation" shall include:include the 
following: 
1. Performance-based compensation (regardless of whether paid in 

a lump sum, periodic installments, or on a monthly ~basis). 
2. Conversion of additional benefits to salary (additional benefits 

such as health, life, or disability plans), so long as the benefits 
are other than mandated by State law or regulation ;regulation . 

3. Payment of tax consequences for benefits provided by the 
employer so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of expenses";expenses." 

4. Payout of vacation .Jea.veleave, so long as such payouts are 
permitted by applicable law and regulation ;regulation . 

5. Employee contributions to eligible deferred compensation~ 
aRdplans. 

6. Effective July 1, 2009, payment of military differential wages. 
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"Compensation" shall mean, for members who became members on or 
after January 1, 2017. all salaries -and wages prior to any reduction 
pursuant to sections 125. 401 (k). 403(b). 414(h)(2), and 457 of the 
Internal Revenue Code, not including any terminal payments for unused 
sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee in the unit of the 
Retirement System for which he or she is performing full-time work. In 
addition to the foregoing, "compensation" shall include the following: 
.L Performance-based compensation (regardless of whether paid in 

a lump sum, in periodic installments. or on a monthly basis). 
2. Payment of tax consequences for benefits provided by the 

employer, so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of expenses." 
Payout of vacation leave, so long as such payouts are permitted 
by applicable Jaw and regulation. 
Employee contributions to eligible deferred compensation plans. 
Payment of military differential wages. 

b. "Compensation" shall not include any payment, as determined by the 
Board of Trustees, for the reimbursement of expenses or payments for 
housing or any other allowances whether or not classified as salary and 
wages. Notwithstanding any other provision of this Chapter, 
"compensation" shall not include: 
1. Supplement/allowance provided to employee to purchase 

additional benefits such as health, life, or disability plans; 
2. Travel supplement/allowance (nonaccountable allowance plans); 
3. Employer contributions to eligible deferred compensation plans; 
4. Employer-provided fringe benefits (additional benefits such as 

health, life, or disability plans); 
5. Reimbursement of uninsured medical expenses; 
6. Reimbursement of business expenses; 
7. Reimbursement of moving expenses ; 
8. Reimbursement/payment of personal expenses ; 
9. Incentive payments for early retirement; 
10. Bonuses paid incident to retirement; 
11 . Contract buyout/severance payments; and 
12. Payouts for unused sick leave. 
li For members who became members after January I, 2017, 

conversion of additional benefits to salary, such as health, life, or 
disability plans, so long as the benefits are other than mandated 
by State law or regulation. 

c. In the event an employer reports as "compensation" payments not 
specifically included or excluded as "compensation", such payments 
shall be "compensation" for retirement purposes only if the employer 
pays the Retirement System the additional actuarial liability created by 
such payments." 

SECTION 20.(c) This section becomes effective January I , 2017. 
SECTION 21. If any provision of this act or its application is held invalid, the 

invalidity does not affect other provisions or applications of this act that can be given effect 
without the invalid provisions or application, and to this end the provisions of this act are 
severable. 
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I SECTION 22. Except as otherwise provided, this act is effective when it becomes 
2 law. 
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A BILL TO BE ENTITLED 
AN ACT TO MAKE ADMINISTRATIVE CHANGES TO THE RETIREMENT SYSTEM AND 

TO MAKE OTHER CHANGES AFFECTING THE STA TE TREASURER. 
The General Assembly of North Carolina enacts : 

SECTION 1.(a) G.S. 58-86-2 is amended by adding a new subdivision to read: 
"{2ru "Killed in the line of duty" has the same meaning as in G.S . 143- l 66.2(c)." 
SECTION 1.(b) G.S. 58-86-55 is amended by adding a new subsection to read : 

"{Ql_)_ Benefits shall be paid in the following manner when a member is killed in the line of 
duty and the requirements of Article 12A of Chapter 143 of the General Statutes are met: 

ill lf the member had been receiving a monthly pension fund benefit prior to being 
killed in the line of duty. there shall be paid to the member's principal 
beneficiary. if only one principal beneficiary is eligible. an amount of one 
hundred seventy dollars ($170.00) per month beginning the month following 
the member's month of death payable for 300 months or until the beneficiary's 
death, whichever occurs first. 

ill If the member had been receiving a monthly pension fund benefit prior to being 
killed in the line of duty and the beneficiary is not payable as described in 
subdivision (]) of this section. a lump sum payment equal to the difference 
between the amount paid into the member's separate account by or on behalf of 
the member and the amount received by the member as a pensioner will be paid 
to the eligible beneficiaries. or if there are no eligible beneficiaries. shall be 
paid to the member's estate. 

ill If the member had not yet begun receiving a monthly benefit prior to being 
killed in the line of duty. there shall be paid to the member's principal 
beneficiary, if only one principal beneficiary is eligible. an amount of one 
hundred seventy dollars ($170.00) per month beginning the month following 
the month the member would have attained age 55. or if the member had 
already attained age 55, beginning the month following the member's month of 
death. payable for 300 months or until the beneficiary's death, whichever occurs 
first. 

ill If the member had not begun receiving a monthly benefit prior to being killed 
in the line of duty and the beneficiary is not payable as described in subdivision 
(3) of this section. a lump sum payment equal to the member's contributions 
will be paid to the eligible beneficiaries. or if there are no eligible beneficiaries, 
a return of the contributions shall be paid to the member's estate. 
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1 A beneficiary under this subsection shall not be regu ired to make the monthly payment of ten 
2 dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed 
3 in the I ine of duty." 
4 SECTION l.(c) G.S. 58-86-60 reads as rewritten: 
5 "§ 58-86-60. Payments in lump sums. 
6 The board shall direct payment in lump sums from the fund in the following cases: 
7 (1) To any firefighter or rescue squad worker upon the attaining of the age of 55 
8 years, who, for any reason , is not qualified to receive the monthly retirement 
9 pension and who was enrolled as a member of the fund , an amount equal to the 

10 amount paid into the fund by him. This provision shall not be construed to 
11 preclude any active firefighter or rescue squad worker from completing the 
12 requisite number of years of active service after attaining the age of 55 years 
13 necessary to entitle the firefighter or rescue squad worker to the pension. 
14 (2) If any firefighter or rescue squad worker dte5dies, except if the individual is 
15 killed in the line of duty, before attaining the age at which a pension is payable 
16 to the firefighter or rescue squad worker under the provisions of this Article, 
17 there shall be paid to his or her surviving spouse, or if there be no surviving 
18 spouse, to the person responsible for his or her child or children, or if there be 
19 no surviving spouse or children, then to his or her heirs at law as may be 
20 determined by the board or to his or her estate, if it is administered and there are 
21 no heirs,to the person or persons designated by the member, or if the member 
22 has not designated a beneficiary, to the surviving spouse of the deceased 
23 member, or if not survived by a designated beneficiary or spouse, to the 
24 deceased member's legal representative, an amount equal to the amount paid 
25 into the member's separate account by or on behalf of the said firefighter or 
26 rescue squad worker. 
27 (3) If any firefighter or rescue squad worker efesdies, except if the individual is 
28 killed in the line of duty, after beginning to receive the pension payable to the 
29 firefighter or rescue squad worker by this Article, and before receiving an 
30 amount equal to the amount paid into the fund by him or her, there shall be paid 
31 to his or her surviving spouse, or if there be no surviving spouse, then to the 
32 person responsible for his or her child or children, or if there be no surviving 
33 spouse or children, then to his or her heirs at 18:'n' as may be determined by the 
34 board or to his or her estate, if it is administered and there are no heirs,to the 
35 person or persons designated by the member, or if the member has not 
36 designated a beneficiary, to the surviving spouse of the deceased retired 
37 member, or if not survived by a designated beneficiary or spouse, to the 
38 deceased retired member's legal representative, an amount equal to the 
39 difference between the amount paid into the member's separate account by or 
40 on behalf of the said firefighter or rescue squad worker and the amount received 
41 by him or her as a pensioner. 
42 (4) Any member who withdraws from the fund shall , upon proper application, be 
43 paid all moneys without accumulated earnings on the payments after the time 
44 they were made. A member may not purchase time under G.S. 58-86-45 for 
45 which he or she has received a refund." 
46 SECTION 1.(d) This section becomes effective July 1, 2018, and applies to benefits 
4 7 paid when a member is killed in the line of duty on or after that date. 
48 SECTION 2.(a) G.S. 58-86-90 reads as rewritten : 
49 "§ 58-86-90. Exemptions of pensions from attachment; rights nonassignable. 
50 Except for the applications of the provisions of G.S . 110-136, and in connection with a 
51 court-ordered equitable distribution under G.S. 50-20, the pensions provided are not subject to 
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attachment, garnishments or judgments against the firefighter or rescue squad worker entitled to 
them, nor are any rights in the fund or the pensions or benefits assignable. Notwithstanding any 
provisions to the contrary. any overpayment of benefits to a member in a State-administered 
retirement system, the Disability Salary Continuation Plan. or the Disability Income Plan of North 
Carolina. including any benefits paid to. or State Health Plan premiums paid on behalf of, any 
member who is later determined to have been ineligible for those benefits, may be offset against 
any retirement al lowance, return of contributions, or any other right accruing under this Article to 
the same person. the person's estate, or designated beneficiary." 

SECTION 2.(b) G.S. 135-5(n) reads as rewritten : 
"(n) No action shall be commenced against the State or the Retirement System by any 

retired member or beneficiary respecting any deficiency in the payment of benefits more than 
three years after such deficient payment was made, and no action shall be commenced by the State 
or the Retirement System against any retired member or former member or beneficiary respecting 
any overpayment of benefits or contributions more than three years after such overpayment was 
made. This subsection does not affect the right of the Retirement System to recoup overpaid 
benefits as provided in G.S. 135-9." 

SECTION 2.(c) G.S. 128-27(i) reads as rewritten: 
"(i) No action shall be commenced against the State or the Retirement System by any 

retired member or beneficiary respecting any deficiency in the payment of benefits more than 
three years after such deficient payment was made, and no action shall be commenced by the State 
or the Retirement System against any retired member or former member or beneficiary respecting 
any overpayment of benefits or contributions more than three years after such overpayment was 
made. This subsection does not affect the right of the Retirement System to recoup overpaid 
benefits as provided in G.S. 128-31." 

"(a) 

SECTION 2.( d) This section becomes effective January 1, 2017. 
SECTION 3.(a) G.S. 135-1 is amended by adding a new subd ivision to read: 
"D.1:.ru. "Normal retirement age" shall mean. only for persons who became members on 

or after January I. 2017: 
For members who are not law enforcement officers or eligible former 
law enforcement officers, (i) 55 years of age or older with 30 years of 
creditable service. (ii) 60 years of age or older with 25 years of 
creditable service, or (iii) 65 years of age or older with five years of 
membership service. 
For members who are law enforcement officers or eligible former law 
enforcement officers, 50 years of age or older with 30 years of 
creditable service or 55 years of age or older with five years of 
membership service and five years of creditable service as a law 
enforcement officer which may or may not be concurrent to the five 
years of membership service." 

SECTION 3.(b) G.S. 135-5(a) reads as rewritten : 
Service Retirement Benefits. 
(1) 

(1 a) 
_(J_hl 

Any member may retire upon electronic submission or written application to 
the Board of Trustees setting forth at what time, as of the first day of a calendar 
month, not less than one day nor more than 120 days subsequent to the 
execution of and filing thereof, hethe member desires to be retired: Provided, 
that the said member at the time so specified for m5the member's retirement 
shall have attained the age of 60 years and have at least five years of 
membership service or shall have completed 30 years of creditable service. 
Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014. 
Any member who became a member on or after January 1. 2017. may retire 
upon electronic submission or written application to the Board of Trustees 
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(2) 
(3) 

(4) 

(4a) 
(4b) 

II 

setting forth at what time, as of the first day of a calendar month. not less than 
one day nor more than 120 days subsequent to the execution of and filing 
thereof, the member desires to be retired; Provided. that the member at the time 
so specified for the member's retirement shall have attained normal retirement 
age. 
Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s. 1. 
Any member who was in service October 8, 1981, who had attained 60 years of 
age, may retire upon electronic submission or written application to the Board 
of Trustees setting forth at what time, as of the first day of a calendar month, 
not less than one day nor more than 120 days subsequent to the execution and 
filing thereof, he desires to be retired. 
Any member who became a member prior to January 1, 2017, who is a 
law-enforcement officerofficer. and who attains age 50 and completes 15 or 
more years of creditable service in this capacity or who attains age 55 and 
completes five or more years of creditable service in this capacity, may retire 
upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month, not less than 
one day nor more than 120 days subsequent to the execution and filing thereof, 
hethe member desires to be retired; Provided, also, any member who has met 
the conditions herein required but does not retire, and later becomes a teacher or 
an employee other than as a law-enforcement officer shall continue to have the 
right to commence retirement. 
Repealed by Session Laws 2014-88, s. 3(b), effective July 30, 2014. 
Any member who became a member on or after January 1, 2017, who is a law 
enforcement officer and who has attained normal retirement age, may retire 
upon electronic submission or written application to Board of Trustees setting 
forth at what time. as of the first day of a calendar month, not less than one day 
nor more than 120 days subsequent to the extension and filing thereof_ the 
member desires to be retired; provided that any member who has met the 
conditions herein required but does not retire and later becomes a teacher or an 
employee other than as a law enforcement officer shall continue to have the 
right to commence retirement. 

SECTION 3.(c) G.S. 135-5(b19) reads as rewritten: 
"(b 19) Service Retirement Allowance of Members Who Became Members Prior to January 1, 

2017, Retiring on or After July 1, 2002. - Upon retirement from service in accordance with 
subsection (a) or (al) of this section, on or after July 1, 2002, a member who became a member 
prior to January l, 2017. shall receive the following service retirement allowance: 

Page 4 

(I) 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 fttSthe 

member's 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-two 
hundredths percent (1 .82%) of fttSthe member's average final 
compensation, multiplied by the number of years of fttSthe member's 
creditable service. 

b. If the member's service retirement date occurs on or after fttSthe 
member's 50th birthday and before fttSthe member's 55th birthday with 
15 or more years of creditable service as a law enforcement officer and 
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(2) 

prior to the completion of 30 years of creditable service, ht5the 
member's retirement allowance shall be equal to the greater of: 
I. The service retirement allowance payable under 

G.S. 135-5(bl9)(l)a. reduced by one-third of one percent (1 /3 of 
I%) thereof for each month by which hl5the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained his or her 
55th birthday; or 

2. The service retirement allowance as computed under 
G.S. I35-5(b 19)(1 )a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's creditable 
serv ice 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 hl5the 

member's 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 hl5the member's 60th birthday upon the 
completion of 25 years of creditable service, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of hl5 the 
member's average final compensation, multiplied by the number of 
years of creditable service. 

b. If the member's service retirement date occurs after hl5the member's 
60th birthday and before hl5the member's 65th birthday and prior to 
hl5the member's completion of 25 years or more of creditable service, 
hl5the member's retirement allowance shall be computed as in 
G.S. I35-5(b 19)(2)a. but shall be reduced by one-quarter of one percent 
(1 /4 of I%) thereof for each month by which hl5the member's retirement 
date precedes the first day of the month coincident with or next 
following hl5the member's 65th birthday. 

c. If the member's early service retirement date occurs on or after hl5the 
member's 50th birthday and before hl5the member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, hl5the member's early 
service retirement allowance shall be equal to the greater of: 
I. The service retirement allowance as computed under 

G.S. l 35-5(bl 9)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 % ) thereof for each month by which hl5the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (I /4 of 1 % ) thereof for each month by which hl5the 
member's 60th birthday precedes the first day of the month 
coincident w ith or next following hl5the member's 65th birthday; 
or 

2. The service retirement allowance as computed under 
G.S. 135-5(b19)(2)a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's creditable 
service at retirement; or 
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3. If the member's creditable service commenced prior to July I , 
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. I35-5(bl9)(2)b. 

d. Notwithstanding the foregoing provisions, any member whose 
creditable service commenced prior to July 1, 1963, shall not receive 
less than the benefit provided by G.S. 135-5(b)." 

SECTION 3.(d) G.S. 135-5 is amended by adding a new subsection to read : 
".(Qill Service Retirement Allowance of Members Who Became a Member On or After 

January L 2017. - Upon retirement from service in accordance with subsection (a) or (al) of this 
section, a member who became a member on or after January I, 2017, shall receive the following 
service retirement allowance: 
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ill A member who is a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 

ill 

a. 

b. 

If the member has attained normal retirement age, the allowance shall be 
equal to one and eighty-two hundredths percent (1.82%) of the 
member's average final compensation, multiplied by the number of 
years of creditable service. 
If the member's service retirement date occurs on or after the member's 
50th birthday, and before the member's 55th birthday, with 15 or more 
years of creditable service as a law enforcement officer and prior to the 
normal retirement age, the member's retirement allowance shall be equal 
to the greater of the following amounts: 
1. The service retirement allowance payable under 

G.S. l 35 -5(b21)(1 )a. reduced by one-third of one percent (1 /3 of 
1 %) thereof for each month by which the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 
The service retirement allowance as computed under 
G.S. 135-5(b21)(1)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of I%) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working. 

A member who is not a law enforcement officer or an eligible fonner law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. If the member has attained normal retirement age, the allowance shall be 

equal to one and eighty-two hundredths percent (1.82%) of the 
member's average final compensation multiplied by the number of years 
of creditable service. 
If the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service, the 
retirement allowance shall be computed as in G.S. 135-5(b21 )(2)a. but 
shall be reduced by one-quarter of one percent (1 /4 of 1 %) thereof for 
each month by which the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 
birthday. 
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c. If the member's early service retirement date occurs on or after the 
member's 50th birthday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the normal 
retirement age. the early service retirement allowance shall be equal to 
the greater of the following amounts: 
.L The service retirement allowance as computed under 

G.S. J 35-5(b21 )(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained age 60. plus one-quarter of one percent (1 /4 of 1 %) 
thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 

b The service retirement allowance as computed under 
G.S. l 35-5(b21 )(2)a. but reduced by the sum of five-twelfths of 
one percent (5 /12 of I%) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working." 

SECTION 3.(e) G.S. 135-5 is amended by adding a new subsection to read : 
"(m5) Survivor's Alternate Benefit. - Upon the death of a member in service. who became a 

member on or after January 1, 2017, the 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) of this section computed by assuming that the 
member had retired on the first day of the month following the date of the member's death. 
provided that all four of the following conditions apply: 

ill a. The member had attained such age 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.S. l 35-5(b21)(1)b. or G.S. l 35-5(b21)(2)c., notwithstanding the 
requirement of obtaining age 50, or 

.!2L The member was a law enforcement officer who had obtained 15 years 
of service as a law enforcement officer and was killed in the line of 
duty. in which case the retirement allowance shall be computed in 
accordance with G.S. 135-5(b2 I )(1 )b .. notwithstanding the requirement 
of obtaining age 50. 

ill At the time of the member's death. one and only one beneficiary is eligible to 
receive a return of the member's accumulated contributions. 

ill The member had not instructed the Board of Trustees in writing that the 
member did not wish the provisions of this subsection to apply. 

ill The member had not commenced to receive a retirement allowance as provided 
under this Chapter. 

For the purpose of this benefit. a member is considered to be in service at the date of death if 
the member's death occurs within 180 days from the last day of the member's actual service. The 
last day of actual service shall be determined as provided in subsection (I) 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 
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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. 

Notwithstanding the foregoing, a member who is in receipt of Workers' Compensation during 
the period for which the member would have otherwise been eligible to receive short-term 
benefits, as provided in G.S. 135-105, and who dies on or after 181 days from the last day of the 
member's actual service but on or before the date the benefits as provided in G.S. 135-105 would 
have ended, shall be considered in service at the time of the member's death for the purpose of this 
benefit. 

For the purpose of calculating this benefit, any tenninal payouts made after the date of death 
that meet the definition of compensation shall be credited to the month prior to the month of death. 
These tenninal payouts do not include salary or wages paid for work perfonned during the month 
of death." 

SECTION 3.(f) G.S. 128-21 is amended by adding a new subdivision to read: 
".Ll.1.fil "Nonna! retirement age" shall mean, only for persons who became members on 

or after January 1, 2017: 
For members who are not law enforcement officers or eligible fonner 
law enforcement officers, (i) 55 years of age or older with 30 years of 
creditable service, (ii) 60 years of age or older with 25 years of 
creditable service, or (iii) 65 years of age or older with five years of 
creditable service. 

b. For members who are law enforcement officers or eligible fonner law 
enforcement officers, 50 years of age or older with 30 years of 
creditable service or 55 years of age or older with five years of 
creditable service as a law enforcement officer." 

SECTION 3.(g) G.S. 128-27(a) reads as rewritten: 
"(a) Service Retirement Benefits. -

Page 8 

(1) Any member may retire upon electronic submission or written application to 
the Board of Trustees setting forth at what time, as of the first day of a calendar 
month, not less than one day nor more than 120 days subsequent to the 
execution and filing thereof, hethe member desires to be retired: Provided, that 
the said member at the time so specified for ftfflthe member's retirement shall 
have attained the age of 60 years and have at least five years of creditable 
service or shall have completed 30 years of creditable service, or if a firefighter 
or rescue squad worker, hethe member shall have attained the age of 55 years 
and have at least five years of creditable service. 

.Qhl Any member who became a member on or after January I, 2017, may retire 
upon electronic submission or written application to the Board of Trustees 
setting forth at what time, as of the first day of a calendar month, not less than 
one day nor more than 120 days subsequent to the execution of and filing 
thereof, the member desires to be retired; Provided, that the member at the time 
so specified for the member's retirement shall have attained nonnal retirement 

(2) 
(3) 
(4) 

age. 
Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s. I. 
Repealed by Session Laws 1971 , c. 325, s. 12. 
Any member who was in service October 8, 1981 , who had attained 60 years of 
age, may retire upon electronic submission or written application to the Board 
of Trustees setting forth at what time, as of the first day of a calendar month, 
not less than one day nor more than 120 days subsequent to the execution and 
filing thereof, he desires to be retired. 
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(5) Any member who became a member prior to January L 2017. who is a law 
enforcement officer, and who attains age 50 and completes 15 or more years of 
creditable service in this capacity or who attains age 55 and completes five or 
more years of creditable service in this capacity, may retire upon electronic 
submission or written application to the Board of Trustees setting forth at what 
time, as of the first day of a calendar month, not less than one day nor more 
than 120 days subsequent to the execution and filing thereof, J:tethe member 
desires to be retired; provided, also, any member who has met the conditions 
required by this subdivision but does not retire, and later becomes an employee 
other than as a law enforcement officer, continues to have the right to 
commence retirement. 
Any member who became a member on or after January L 2017. who is a law 
enforcement officer and who has attained normal retirement age may retire 
upon electronic submission or written application to Board of Trustees setting 
forth at what time, as of the first day of a calendar month, not less than one day 
nor more than 120 days subsequent to the extension and filing thereof, the 
member desires to be retired; provided that any member who has met the 
conditions herein required but does not retire and later becomes a teacher or an 
employee other than as a law enforcement officer shall continue to have the 
right to commence retirement." 

SECTION 3.(h) G.S. 128-27(b 1) reads as rewritten: 
"(b21) Service Retirement Allowance of Member Who Became a Member Prior to January 1, 

2017, Retiring on or After July l , 2003. - Upon retirement from service in accordance with 
subsection (a) or (a 1) above, on or after July 1, 2003 , a member who became a member prior to 
January L 2017. shall receive the following service retirement allowance: 

(1) A member who is a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. 

b. 

H 1134-CSSH-66 [ v.12] 

lf the member's service retirement date occurs on or after hl5the 
member's 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-five 
hundredths percent (1.85%) of hl5the member's average final 
compensation, multiplied by the number of years of hl5the member's 
creditable service. 
If the member's service retirement date occurs on or after hl5the 
member's 50th birthday and before hl5the member's 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, hl5the 
member's retirement allowance shall be equal to the greater of: 
I. The service retirement allowance payable under 

G.S. I 28-27(b21 )(1 )a. reduced by one-third of one percent (1 /3 
of l %) thereof for each month by which hl5the member's 
retirement date precedes the first day of the month coincident 
with or next following the month the member would have 
attained his or her 55th birthday; 

2. The service retirement allowance as computed under 
G.S . 128-27(b21)(l)a. reduced by five percent (5%) times the 
difference between 30 years and hl5the member's creditable 
service at retirement. 
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(2) A member who is not a law enforcement officer or an eligible former law 
enforcement officer shall receive a service retirement allowance computed as 
follows: 
a. If the member's service retirement date occurs on or after rusthe 

member's 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 rusthe member's 60th birthday upon the completion of 25 years of 
creditable service, the allowance shall be equal to one and eighty-five 
hundredths percent (1.85%) of average final compensation, multiplied 
by the number of years of creditable service. 

b. If the member's service retirement date occurs after rusthe member's 
60th birthday and before rusthe member's 65th birthday and prior to 
rusthe member's completion of 25 years or more of creditable service, 
rusthe member's retirement allowance shall be computed as in 
G.S. 128-27(b21)(2)a. but shall be reduced by one-quarter of one 
percent (1 /4 of 1 %) thereof for each month by which rusthe member's 
retirement date precedes the first day of the month coincident with or 
next fol lowing rusthe member's 65th birthday. 

c. If the member's early service retirement date occurs on or after rusthe 
member's 50th birthday and before rusthe member's 60th birthday and 
after completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, rusthe member's early 
service retirement allowance shall be equal to the greater of: 

d. 

1. The service retirement allowance as computed under 
G.S. I 28-27(b2 l )(2)a. but reduced by the sum of five-twelfths of 
one percent (5 /12 of 1 %) thereof for each month by which rusthe 
member's retirement date precedes the first day of the month 
coincident with or next fo llowing the month the member would 
have attained his or her 60th birthday, plus one-quarter of one 
percent (1 /4 of 1 %) thereof for each month by which rusthe 
member's 60th birthday precedes the first day of the month 
coinc ident with or next fo llowing rusthe member's 65th birthday; 
or 

2. The service retirement a llowance as computed under 
G.S. 128-27(b21)(2)a. reduced by five percent (5%) times the 
difference between 30 years and rusthe member's creditable 

-, 
.) . 

service at retirement; or 
If the member's creditable service commenced prior to July I , 
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. I 28-27(b21 )(2)b. 

Notwithstanding the foregoing provisions, any member whose 
creditable service commenced prior to July I , 1965, shall not receive 
less than the benefit provided by G.S. 128-27(b) ." 

SECTION 3.(i) G.S. 128-27 is amended by adding a new subsection to read: 
"(b22) Service Retirement Allowance of Members Who Became a Member On or After 

January L 20 17. - Upon retirement from service in accordance with subsection (a) or (al) of this 
section. a member who became a member on or after January I, 2017. shall receive the following 
service retirement al lowance: 
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ill 

ill 

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 has attained normal retirement age. the allowance shall be 

equal to one and eighty-five hundredths percent (1.85%) of the 
member's average final compensation. multiplied by the number of 
years of creditable service. 

b. If the member's service retirement date occurs on or after the member's 
50th birthday. and before the member's 55th birthday. with 20 or more 
years of creditable service as a law enforcement officer and prior to the 
normal retirement age. the member's retirement allowance shall be equal 
to the greater of the following amounts: 
.L The service retirement allowance payable under 

G.S. 128-27(b22)(1)a. reduced by one-third of one percent (1 /3 
of 1 %) thereof for each month by which the member's retirement 
date precedes the first day of the month coincident with or next 
following the month the member would have attained age 55. 

2. The service retirement allowance as computed under 
G.S. l 28-27(b22)(1 )a. but reduced by the sum of five-twelfths of 
one percent (5/ 12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working. . 

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. Jf the member has attained normal retirement age. the allowance shall be 

equal to one and eighty-five hundredths percent (1.85%) of the 
member's average final compensation multiplied by the number of years 
of creditable service. 

b. Jf the member's service retirement date occurs after the member's 60th 
birthday and before the member's 65th birthday and prior to the 
member's completion of 25 years or more of creditable service. the 
retirement allowance sha ll be computed as in G.S. l 28-27(b22)(2)a. but 
shall be reduced by one-quarter of one percent (] /4 of I%) thereof for 
each month by wh ich the member's retirement date precedes the first 
day of the month coincident with or next following the member's 65th 

C. 

birthday. 
If the member's early service retirement date occurs on or after the 
member's 50th birthday and before the member's 60th birthday and after 
completion of 20 years creditable service but prior to the completion of 
30 years of creditable service and the normal retirement age, the early 
service retirement allowance shall be equal to the greater of the 
following amounts: 
.L The service retirement allowance as computed under 

G.S. 128-27(b22)(2)a. but reduced by the sum of five-twelfths of 
one percent (5112 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained age 60, plus one-quarter of one percent (1 /4 of I%) 
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2. 

thereof for each month by which the member's 60th birthday 
precedes the first day of the month coincident with or next 
following the member's 65th birthday. 
The service retirement allowance as computed under 
G.S. 128-27(b22)(2)a. but reduced by the sum of five-twelfths of 
one percent (5/12 of 1 %) thereof for each month by which the 
member's retirement date precedes the first day of the month 
coincident with or next following the month the member would 
have attained normal retirement age had the member continued 
working. 

~ If the member's creditable service commenced prior to July I, 
1994. the service retirement allowance equal to the actuarial 
equivalent of the allowance payable at the age of 60 years as 
computed under G.S. 128-27(b22)(2)b." 

SECTION 3.U) G.S. 128-27 is amended by adding a new subsection to read: 
"(m4) Survivor's Alternate Benefit. - Upon the death of a member in service. the 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) of this 
section computed by assuming that the member had retired on the first day of the month following 
the date of the member's death. provided that all four of the following conditions apply: 

ill a. The member had attained such age or creditable service to be eligible to 
commence retirement with an early or service retirement allowance, or 

ill 

ill 

b. The member had obtained 20 years of creditable service in which case 
the retirement al lowance shall be computed in accordance with 
G.S. 128-27(b22)(1 )b. or G.S. l 28-27(b22)(2)c.. notwithstanding the 
requirement of obtaining age 50. or 

.hL The member was a law enforcement officer who had obtained 15 years 
of service as a law enforcement officer and was killed in the line of 
duty, or the member was a firefighter or a rescue squad worker who had 
obtained 15 years of service as a firefighter or a rescue squad worker 
and was killed in the line of duty. in which cases the retirement 
allowance shall be computed in accordance with G.S. l 28-27(b22)(1 )b., 
notwithstanding the requirement of obtaining age 50. 

At the time of the member's death, one and only one beneficiary is eligible to 
receive a return of the member's accumulated contributions. 
The member had not instructed the Board of Trustees in writing that the 
member did not wish the provisions of this subsection apply. 
The member had not commenced to receive a retirement allowance as provided 
under this Chapter. 

For the purpose of this benefit, a member is considered to be in service at the date of the 
member's death if the death occurs within 180 days from the last day of the member's actual 
service. The last day of actual service shall be determined as provided in subsection (I) 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. 

For the purpose of calculating this benefit. any terminal payouts made after the date of death 
that meet the definition of compensation shal l be credited to the month prior to the month of death. 
These terminal payouts do not include salary or wages paid for work performed during the month 
of death." 

SECTION 3.(k) G.S. 135-53 is amended by adding a new subdivision to read: 
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I ".(Ll_fil "Normal retirement age" shall mean, only for persons who became members on 

• 2 or after January l, 2017, 55 years of age or older with 30 years of creditable 
3 service or 65 years of age or older with five years of membership service." 
4 SECTION 3.(1) G.S. 135-58 reads as rewritten: 
5 "§ 135-58. Service retirement benefits. 
6 
7 (a6) Any member who became a member prior to January I, 2017, and who retires under 
8 the provisions of G.S. 135-57(a) or G.S. l 35-57(c) on or after July I , 2008, after the member has 
9 either attained the member's 65th birthday or has completed 24 years or more of creditable service, 

10 shall receive an annual retirement allowance, payable monthly, which shall commence on the 
I 1 effective date of the member's retirement and shall be continued on the first day of each month 
12 thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
13 amounts in subdivisions(]), (2), (3), (4), and (5) of this subsection, provided that in no event shall 
14 the annual allowance payable to any member be greater than an amount which, when added to the 
15 allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
16 Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 
17 Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
18 of payment), would total three-fourths of the member's final compensation: 
19 (]) Four and two hundredths percent (4 .02%) of the member's final compensation, 
20 multiplied by the number of years of creditable service rendered as a justice of 
21 the Supreme Court, a judge of the Court of Appeals, or the Director of the 
22 Administrative Office of the Courts; 
23 (2) Three and fifty-two hundredths percent (3.52%) of the member's final 

• 24 compensation, multiplied by the number of years of creditable service rendered 
25 as a judge of the superior court; 
26 (3) Three and two hundredths percent (3.02%) of the member's final compensation, 
27 multiplied by the number of years of creditable service rendered as a judge of 
28 the district court, district attorney, clerk of superior court, public defender, or 
29 the Director oflndigent Defense Services; 
30 (4) A service retirement allowance computed in accordance with the service 
31 retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
32 an average final compensation as defined in G.S. 135-53(2a) and creditable 
33 service equal to the number of years of the member's creditable service that was 
34 transferred from the Local Governmental Employees' Retirement System to this 
35 System as provided in G.S . 135-56; and 
36 (5) A service retirement allowance computed in accordance with the serv ice 
37 retirement provisions of Article I of this Chapter using an average final 
38 compensation as defined in G.S. I 35-53(2a) and creditable service, including 
39 any sick leave standing to the credit of the member, equal to the number of 
40 years of the member's creditable service that was transferred from the Teachers' 
41 and State Employees' Retirement System or the Legislative Retirement System 
42 to this System as provided in G.S. 135-56. 
43 ill.Z} Any member who became a member on or after January L 2017, who retires under the 
44 provisions of G.S . 135-57(a) or G.S. 135-57(c) after the member has attained normal retirement 
45 age shall receive an annual retirement allowance, payable monthly, which shall commence on the 
46 effective date of the member's retirement and shall be continued on the first day of each month 
4 7 thereafter during the member's lifetime, the amount of which shall be computed as the sum of the 
48 amounts in subdivisions (1), (2), (3), (4), and (5) of this subsection, provided that in no event shall 
49 the annual allowance payable to any member be greater than an amount which, when added to the 
50 allowance, if any, to which the member is entitled under the Teachers' and State Employees' 
51 Retirement System, the Legislative Retirement System, or the Local Governmental Employees' 
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I Retirement System (prior in any case to any reduction for early retirement or for an optional mode 
2 of payment), would total three-fourths of the member's final compensation: 
3 ill Four and two hundredths percent ( 4.02%) of the member's final compensation, 
4 multiplied by the number of years of creditable service rendered as a justice of 
5 the Supreme Court, a judge of the Court of Appeals, or the Director of the 
6 Administrative Office of the Courts; 
7 ill Three and fifty-two hundredths percent (3.52%) of the member's final 
8 compensation, multiplied by the number of years of creditable service rendered 
9 as a judge of the superior court; 

IO ill Three and two hundredths percent (3.02%) of the member's final compensation, 
11 multiplied by the number of years of creditable service rendered as a judge of 
12 the district court, district attorney, clerk of superior court, public defender, or 
13 the Director of Indigent Defense Services; 
I 4 ill A service retirement allowance computed in accordance with the service 
I 5 retirement provisions of Article 3 of Chapter 128 of the General Statutes using 
I 6 an average final compensation as defined in G.S. 135-53(2a) and creditable 
I 7 service equal to the number of years of the member's creditable service that was 
I 8 transferred from the Local Governmental Employees' Retirement System to this 
19 System as provided in G.S. 135-56; and 
20 ill A service retirement allowance computed in accordance with the service 
21 retirement provisions of Article I of this Chapter using an average final 
22 compensation as defined in G.S. l 35-53(2a) and creditable service, including 
23 any sick leave standing to the credit of the member, equal to the number of 
24 years of the member's creditable service that was transferred from the Teachers' • 
25 and State Employees' Retirement System or the Legislative Retirement System 
26 to this System as provided in G.S. 135-56. 
27 (b) Any member who became a member prior to January 1, 2017, who retires under the 
28 provisions of subsection (a) or subsection (c) of G.S. 135-57 before hethe member either has 
29 attained his or her sixty-fifth birthday or has completed 24 years of creditable service shall receive 
30 an annual retirement allowance, payable monthly, which shall commence on the effective date of 
31 ru-5the member's retirement and shall be continued on the first day of each month thereafter during 
32 ru-5the member's lifetime, the amount of which shall be determined in the same manner and be 
33 subject to the same maximum limitation as provided for in subsection (a) above except that the 
34 allowance so computed shall be reduced by one quarter of one percent (114 of 1 %) thereof for each 
35 month by which the member's retirement date precedes the first day of the month coincident with 
36 or next following the earlier of 
3 7 (1) The member's sixty-fifth birthday or 
38 (2) The date the member would have completed 24 years of creditable service if 
39 hethe member had been in membership service from his or her retirement date 
40 until such date. 
41 For the sole purpose of determining whether a member has completed the required 24 years of 
42 creditable service referred to in this subsection (b) or the date on which hethe member would have 
43 completed such period of creditable service if hethe member had remained in membership service, 
44 in the case of a member of the Teachers' and State Employees' Retirement System who became a 
45 member of this Retirement System under circumstances described in G.S. 135-28.1 , and who at 
46 the time of ru-5the member's retirement hereunder is in service and has retained his or her 
4 7 membership in the Teachers' and State Employees' Retirement System as provided for in 
48 G.S . 135-28. I , ru-5the member's creditable service shall be taken as the sum of ru-5the member's • 
49 creditable service hereunder plus the amount of creditable service remaining to ru-5the member's 
50 credit in such other system as provided for in G.S . 135-28.1. 
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.(Ql} Any member who became a member on or after January l, 2017, who retires under the 
provisions of subsection (a) or subsection (c) of G.S. 135-57 before the member has attained 
normal retirement age shall receive an annual retirement allowance, payable monthly, which shall 
commence on the effective date of the member's retirement and shall be continued on the first day 
of each month thereafter during the member's lifetime, the amount of which shall be determined in 
the same manner and be subject to the same maximum limitation as provided for in subsection (a) 
of this section except that the allowance so computed shall be reduced by one quarter of one 
percent (1 /4 of 1 %) thereof for each month by which the member's retirement date precedes the 
first day of the month coincident with or next following the month the member would have 
attained normal retirement age had the member continued working. 

For the sole purpose of determining whether a member has completed the required 30 years of 
creditable service referred to in this subsection or the date on which the member would have 
completed such period of creditable service if the member had remained in membership service, in 
the case of a member of the Teachers' and State Employees' Retirement System who became a 
member of this Retirement System under circumstances described in G.S . 135-28. l, and who at 
the time of the member's retirement hereunder is in service and has retained his or her membership 
in the Teachers' and State Employees' Retirement System as provided for in G.S. 135-28.1, the 
member's creditable service shall be taken as the sum of the member's creditable service hereunder 
plus the amount of creditable service remaining to the member's credit in such other system as 
provided for in G.S. 135-28.1. 

" 
SECTION 3.(m) G.S . l 35-74(c I) reads as rewritten: 

"(cl) A member who has contributions in this System and is not eligible for a retirement 
benefit as set forth in G.S. 135-58(a6) or G.S. l 35-58(a7) shall be paid his or her contributions in a 
lump sum as provided in G.S. 135-62 by April 1 of the calendar year following the later of the 
calendar year in which the member (i) attains 70 and one-half years of age or (ii) has ceased to be 
a judge, district attorney, public defender, the Director of Indigent Defense Services, or clerk of 
superior court as provided in G.S. 135-53, except by death. If such member fails , following 
reasonable notification, to complete a refund application by such required date, the requirement 
that a refund application be completed shall be waived and the refund shall be paid without a 
refund application as a single lump-sum payment with applicable required North Carolina and 
federal income taxes withheld. For purposes of this subsection, a member shall not be considered 
to have ceased to be a judge, district attorney, public defender, the Director of Indigent Defense 
Services, or clerk of superior court as provided in G.S. 135-53 if the member is actively 
contributing to the Teachers' and State Employees' Retirement System, Local Governmental 
Employees' Retirement System, or Consolidated Judicial Retirement System. A lump-sum refund 
shall not be paid under this subsection if the member is actively contributing to the Teachers' and 
State Employees' Retirement System, Local Governmental Employees' Retirement System, or 
Consolidated Judicial Retirement System. 

A member who has contributions in this System and is eligible for a retirement benefit as set 
forth in G.S. 120-4.21 shall begin to receive a monthly benefit no later than April I of the calendar 
year following the later of the calendar year in which the member (i) attains 70 and one-half years 
of age or (ii) has ceased to be a judge, district attorney, public defender, the Director of Indigent 
Defense Services, or clerk of superior court as provided in G.S . 135-53, except by death. If such 
member fails , following reasonable notification, to complete the retirement process as set forth 
under Chapter 120 of the General Statutes by such required beginning date, the requirement that a 
retirement application and an election of payment plan form be completed shall be waived and the 
retirement allowance shall be paid as a single life annuity. The single life annuity shall be 
calculated and processed in accordance with G.S. 120-4.21 . For purposes of this subsection, a 
member shall not be considered to have ceased to be a judge, district attorney, public defender, the 
Director of Indigent Defense Services, or clerk of superior court as provided in G.S. 135-53 if the 

H 1134-CSSH-66 [ v .12] House Bill 11 34 Page 15 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
-51 

General Assembly Of North Carolina Session 2015 

member is actively contributing to the Teachers' and State Employees' Retirement System, Local 
Governmental Employees' Retirement System, or Consolidated Judicial Retirement System. A 
retirement benefit shall not be paid under this subsection if the member is actively contributing to 
the Teachers' and State Employees' Retirement System, Local Governmental Employees' 
Retirement System, or Consolidated Judicial Retirement System." 

SECTION 3.(n) This section becomes effective January 1, 2017. 
SECTION 4.(a) G.S. 135-1(7b) is recodified as G.S. 135-1(7c). 
SECTION 4.(b) G.S. 135-1 , as amended by Section 3(a) of this act, is amended by 

adding a new subdivision to read: 
".(l_!i)_ "Compliance investigation" shall mean an independent review or examination 

by Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a compliance investigation is 
to help detect errors and ensure compliance and full accountability in the use of 
pension funds." 

SECTION 4.(c) G.S. 135-1(1 lb) reads as written: 
"(11 b) "Fraud investigation" means an independent review or examination by 

Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a fraud investigation is to 
help detect and prevent fraud and to ensure full accountability in the use of 
pension funds." 

SECTION 4.(d) G.S. 135-6 reads as rewritten: 
"§ 135-6. Administration. 

(q) Compliance investigations and Fraud Investigations - Access to Persons and Records. 
In the course of conducting a compliance investigation or a fraud investigation, the Retirement 
Systems Division, or authorized representatives who are assisting the Retirement Systems 
Division staff, shall: 

(1) Have ready access to persons and may examine and copy all books, records, 
reports, vouchers, correspondence, files , personnel files , investments, and any 
other documentation of any employer. The review of State tax returns shall be 
limited to matters of official business, and the Division's report shall not violate 
the confidentiality provisions of tax Jaws. 

(2) Have such access to persons, records, papers, reports, vouchers, 
correspondence, books, and any other documentation that is in the possession 
of any individual , private corporation, institution, association, board, or other 
organization that pertain to the following: 
a. Amounts received pursuant to a grant or contract from the federal 

government, the State, or its political subdivisions. 
b. Amounts received, disbursed, or otherwise handled on behalf of the 

federal government or the State. 
(3) Have the authority, and shall be provided with ready access, to examine and 

inspect all property, equipment, and facilities in the possession of any employer 
agency or any individual , private corporation, institution, association, board, or 
other organization that were furnished or otherwise provided through grant, 
contract, or any other type of funding by the employer agency. 

With respect to the requirements of sub-subdivision (2)b. of this subsection, providers of social 
and medical services to a beneficiary shall make copies of records they maintain for services 
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provided to a beneficiary available to the Retirement Systems Division, or to the authorized 
representatives who are assisting the Retirement Systems Division staff Copies of the records of 
social and medical services provided to a beneficiary will permit verification of the health or other 
status of a beneficiary as required for the payment of benefits under Article 1, Article 4, or Article 
6 of this Chapter. The Retirement Systems Division, or authorized representatives who are 
assisting the Retirement Systems Division staff, shall request records in writing by providing the 
name of each beneficiary for whom records are sought, the purpose of the request, the statutory 
authority for the request, and a reasonable period of time for the production of record copies by the 
provider. A provider may charge, and the Retirement Systems Division, or authorized 
representatives who are assisting the Retirement Systems Division staff, shall , in accordance with 
G.S . 90-411 , pay a reasonable fee to the provider for copies of the records provided in accordance 
with this subsection. 

(r) Compliance or Fraud Investigative Reports and Work Papers. - The Director of the 
Retirement Systems Division shall maintain for 10 years a complete file of all compliance 
investigative reports, fraud investigative reports and reports of other examinations, investigations, 
surveys, and reviews issued under the Director's authority. Fraud or compliance investigation 
work papers and other evidence or related supportive material directly pertaining to the work of 
the Retirement Systems Division of the Department of State Treasurer shall be retained according 
to an agreement between the Director of Retirement and State Archives. To promote 
intergovernmental cooperation and avoid unnecessary duplication of fraud and compliance 
investigative effort, and notwithstanding local unit personnel policies to the contrary, pertinent 
work papers and other supportive material relating to issued fraud or compliance investigation 
reports may be, at the discretion of the Director of Retirement and unless otherwise prohibited by 
Jaw, made available for inspection by duly authorized representatives of the State and federal 
government who desire access to and inspection of such records in connection with some matter 
officially before them, including criminal investigations. Except as provided in this section, or 
upon an order issued in Wake County Superior Court upon 10 days' notice and hearing finding 
that access is necessary to a proper administration of justice, fraud and compliance investigation 
work papers and related supportive material shall be kept confidential, including any information 
developed as a part of the investigation. 

II 

SECTION 4.(e) G.S. 128-21(7b) is recodified as G.S. 128-21(7c). 
SECTION 4.(f) G.S. 128-21 , as amended by Section 3(f) of this act, is amended by 

adding a new subdivision to read: 
".(1.hl "Compliance investigation" shall mean an independent review or examination 

by Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a compliance investigation is 
to help detect errors and ensure compliance and full accountability in the use of 
pension funds." 

SECTION 4.(g) G.S. 128-21(1 lc) reads as rewritten: 
"(] le) "Fraud investigation" means an independent review or examination by 

Retirement Systems Division staff or authorized representatives who are 
assisting the Retirement Systems Division staff of records, activities, actions, or 
decisions by employers or other affiliated or associated entities having an 
impact on the Retirement System. The purpose of a fraud investigation is to 
help detect and prevent fraud and to ensure full accountability in the use of 
pension funds." 

SECTION 4.(h) G.S. 128-28 reads as rewritten: 
"§ 128-28. Administration and responsibility for operation of System. 
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I 
2 (r) Fraud lnvestigations and Compliance Investigations - Access to Persons and Records. • 
3 - ln the course of conducting a fraud investigation or compliance investi gation, the Retirement 
4 Systems Division, or authorized representatives who are assisting the Retirement Systems 
5 Division staff, shall: 
6 (I) Have ready access to persons and may examine and copy all books, records, 
7 reports, vouchers, correspondence, files , personnel files , investments, and any 
8 other documentation of any employer. The review of State tax returns shall be 
9 limited to matters of official business, and the Division's report shall not violate 

IO the confidentiality provisions of tax laws. 
I I (2) Have such access to persons, records, papers, reports, vouchers, 
12 correspondence, books, and any other documentation that is in the possession of 
13 any individual, private corporation, institution, association, board, or other 
14 organization which pertain to the following: 
15 a. Amounts received , pursuant to a grant or contract from the federal 
16 government, the State, or its political subdivisions. 
17 b. Amounts received, disbursed, or otherwise handled on behalf of the 
18 federal government or the State. 
19 (3) Have the authority, and shall be provided with ready access, to examine and 
20 inspect all property, equipment, and facilities in the possession of any employer 
21 agency or any individual, private corporation, institution, association, board, or 
22 other organization that were furnished or otherwise provided through grant, 
23 contract, or any other type of funding by the employer agency. 
24 With respect to the requirements of sub-subdivision (2)b. of this subsection, providers of social 
25 and medical services to a beneficiary shall make copies of records they maintain for services 
26 provided to a beneficiary available to the Retirement Systems Division, or to the authorized 
27 representatives who are assisting the Retirement Systems Division staff. Copies of the records of 
28 social and medical services provided to a beneficiary will permit verification of the health or other 
29 status of a beneficiary as required for the payment of benefits under Article 3 of this Chapter. The 
30 Retirement Systems Division, or authorized representatives who are assisting the Retirement 
31 Systems Division staff, shall request records in writing by providing the name of each beneficiary 
32 for whom records are sought, the purpose of the request, the statutory authority for the request, 
33 and a reasonable period of time for the production of record copies by the provider. A provider 
34 may charge, and the Retirement Systems Division, or authorized representatives who are assisting 
35 the Retirement Systems Division staff, shall , in accordance with G.S . 90-411 , pay a reasonable fee 
36 to the provider for copies of the records provided in accordance with this subsection. 
37 (s) Fraud Investigative Reports and Work Papers or Compliance Investigative Reports and 
38 Work Papers. - The Director of the Retirement Systems Division shall maintain for IO years a 
39 complete file of all fraud investigative reportsreports, compliance investigative reports. and reports 
40 of other examinations, investigations, surveys, and reviews issued under the Director's authority. 
41 Fraud investigation work papeFSpapers. compliance investigation work papers. and other evidence 
42 or related supportive material directly pertaining to the work of the Retirement Systems Division 
43 of the Department of State Treasurer shall be retained according to an agreement between the 
44 Director of Retirement and State Archives. To promote intergovernmental cooperation and avoid 
45 unnecessary duplication of fraud or compliance investigative effort, and notwithstanding local unit 
46 personnel policies to the contrary, pertinent work papers and other supportive material relating to 
4 7 issued fraud investigation reports or compliance investigative reports may be, at the discretion of • 
48 the Director of Retirement and unless otherwise prohibited by law, made available for inspection 
49 by duly authorized representatives of the State and federal government who desire access to and 
50 inspection of such records in connection with some matter officially before them, including 
51 criminal investigations. Except as provided in this section, or upon an order issued in Wake 
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County Superior Court upon IO days' notice and hearing finding that access is necessary to a 
proper administration of justice, fraud or compliance investigation work papers and related 
supportive material shall be kept confidential, including any information developed as a part of the 
investigation. 

II 

SECTION 5.(a) G.S. l 35-4(ij) reads as rewritten: 
"(ij) Contribution-Based Benefit Cap Purchase Provision. - If a member's retirement 

allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in 
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that 
the member's retirement allowance has been capped. The retirement system shall compute and 
notify the member and the member's employer of the total additional amount the member would 
need to contribute in order to make the member not subject to the contribution-based benefit cap. 
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for 
the age of the member at the time of retirement, or when appropriate, the age at the time of the 
member's death that would have had to have been purchased to increase the member's benefit to 
the pre-cap level. Except as otherwise provided in this subsection, the member shall have until 90 
days after notification regarding this additional amount or until 90 days after the effective date of 
retirement, whichever is later, to submit a lump sum payment to the annuity savings fund in order 
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing 
contained in this subsection shall prevent an employer from paying all or part of the cost of the 
amount necessary to restore the member's retirement allowance to the pre-cap amount. 
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system 
may allow an employer of a member who became a member before January 1, 2015, or who has 
not earned at least five years of membership service in the retirement system after January 1, 2015, 
to pay the lump-sum amount required in this subsection on an installment payment plan under one 
of the following two options: 

ill Option one. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no -1-e5-smore than one year] 5 months 
after the retirement of the member. 

ill Option two. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no more than 27 months after the 
retirement of the member. Interest shall be assessed on the principal amount of 
the contribution-based benefit cap liability owed and applied to any installment 
payment plan term exceeding 12 months at a rate corresponding with the 
interest rate assumption based on the most recent actuarial valuation approved 
by the Board of Trustees. 

Payment under such an both installment i*ffiplans must be completed regardless of whether the 
member continues to receive a recurring monthly retirement benefit through the end of the 
installment period." 

SECTION 5.(b) G.S. 128-26(y) reads as rewritten: 
"(y) Contribution-Based Benefit Cap Purchase Provision. - If a member's retirement 

allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in 
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that 
the member's retirement allowance has been capped. The retirement system shall compute and 
notify the member and the member's employer of the total additional amount the member would 
need to contribute in order to make the member not subject to the contribution-based benefit cap. 
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for 
the age of the member at the time of retirement, or when appropriate, the age at the time of the 
member's death that would have had to have been purchased to increase the member's benefit to 
the pre-cap level. Except as otherwise provided in this subsection, the_member shall have until 90 
days after notification regarding this additional amount or until 90 days after the effective date of 
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retirement, whichever is later, to submit a lump sum payment to the annuity savings fund in order 
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing 
contained in this subsection shall prevent an employer from paying all or part of the cost of the 
amount necessary to restore the member's retirement allowance to the pre-cap amount. 
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system 
may allow an employer of a member who became a member before January 1, 2015, or who has 
not earned at least five years of membership service in the retirement system after January 1, 2015, 
to pay the lump-sum amount required in this subsection on an installment payment plan under one 
of the following two options: 

ill Option one. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no -lessmore than one yearl 5 months 
after the retirement of the member. 

ill Option two. - An installment payment plan beginning no less than 90 days after 
the retirement of the member and ending no more than 27 months after the 
retirement of the member. Interest shall be assessed on the principal amount of 
the contribution-based benefit cap liability owed and applied to any installment 
payment plan term exceeding 12 months at a rate corresponding with the 
interest rate assumption based on the most recent actuarial valuation approved 
by the Board of Trustees. 

Payment under such an both installment f*Hlplans must be completed regardless of whether the 
member continues to receive a recurring monthly retirement benefit through the end of the 
installment period." 

SECTION 6.(a) G.S. 135-5(a3) reads as rewritten: 
"(a3) Anti-Pension-Spiking Contribution-Based Benefit Cap. - Notwithstanding Chapter 

150B of the General Statutes and any other provision of this section, every service retirement 
allowance provided under this section for members who retire on or after January I , 2015, is 
subject to adjustment pursuant to a contribution-based benefit cap under this subsection. The 
Board of Trustees shall adopt a contribution-based benefit cap factor recommended by the actuary, 
based upon actual experience, such that no more than three-quarters of one percent (0.75%) of 
retirement allowances are expected to be capped. The Board of Trustees shall modify such factors 
every five years, as shall be deemed necessary, based upon the five-year experience study as 
required by G .S. 135-6(n). Prior to establishing a service retirement allowance under this section, 
the Board shall : 

(1) 

(2) 

(3) 

(4) 

Detennine an amount equal to the member's accumulated contributions as 
required under G.S. 135-8(b)(1) for all years during which the member earned 
membership service used in the calculation of the retirement allowance that the 
member would receive under this section. 
Determine the amount of a single life annuity that is the actuarial equivalent of 
the amount determined under subdivision (1) of this subsection, adjusted for the 
age of the member at the time of retirement or, when appropriate, the age at the 
time of the member's death. 
Multiply the annuity amount determined under subdivision (2) of this 
subsection by the contribution-based benefit cap factor. 
Determine the amount of the retirement allowance that results from the 
member's membership service. 

The product of the multiplication in subdivision (3) of this subsection is the member's 
contribution-based benefit cap. If the amount determined under subdivision (4) of this subsection 
exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be 
reduced by an amount equal to the difference between the contribution-based benefit cap and the 
amount determined under subdivision (4) of this subsection. 
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Notwithstanding the foregoing, the retirement allowance of a member with an average final 
compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall 
not be subject to the contribution-based benefit cap. The minimum average final compensation 
necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be 
increased on January 1 each year by the percent change between the DecemberJune Consumer 
Price Index in the year prior to retirement and the DecemberJune Consumer Price Index in the 
fiscal year most recently ended, calculated to the nearest tenth of a percent (0.1 %), provided that 
this percent change is positive. 

Notwithstanding the foregoing, the retirement allowance of a member who became a member 
before January 1, 2015, or who has not earned at least five years of membership service in the 
Retirement System after January I , 2015, shall not be reduced; however, the member's last 
employer shall be required to make an additional contribution as specified in G.S. 135-8(f)(2)f. , if 
applicable." 

SECTION 6.(b) G.S. 128-27(a3) reads as rewritten: 
"(a3) Anti -Pension-Spiking Contribution-Based Benefit Cap. - Notwithstanding Chapter 

1508 of the General Statutes and any other provision of this section, every service retirement 
allowance provided under this section for members who retire on or after January 1, 2015, is 
subject to adjustment pursuant to a contribution-based benefit cap under this subsection. The 
Board of Trustees shall adopt a contribution-based benefit cap factor recommended by the actuary, 
based upon actual experience, such that no more than three-quarters of one percent (0.75%) of 
retirement allowances are expected to be capped . The Board of Trustees shall modify such factors 
every five years, as shall be deemed necessary, based upon the five-year experience study as 
required by G.S. 128-28(0). 

Prior to establishing a service retirement allowance under this section, the Board shall : 
(I) Determine an amount equal to the member's accumulated contributions as 

required under G.S. 128-30(b )(1) for all years during which the member earned 
membership service used in the calculation of the retirement allowance that the 
member would receive under this section. 

(2) Determine the amount of a single life annuity that is the actuarial equivalent of 
the amount determined under subdivision (1) of this subsection, adjusted for the 
age of the member at the time of retirement or, when appropriate, the age at the 
time of the member's death. 

(3) Multiply the annuity amount determined under subdivision (2) of this 
subsection by the contribution-based benefit cap factor. 

(4) Determine the amount of the retirement allowance that results from the 
member's membership service. 

The product of the multiplication in subdivision (3) of this subsection is the member's 
contribution-based benefit cap. If the amount determined under subdivision (4) of this subsection 
exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be 
reduced by an amount equal to the difference between the contribution-based benefit cap and the 
amount determined under subdivision (4) of this subsection. 

Notwithstanding the foregoing, the retirement allowance of a member with an average final 
compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall 
not be subject to the contribution-based benefit cap. The minimum average final compensation 
necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be 
increased on January I each year by the percent change between the DecemberJune Consumer 
Price lndex in the year prior to retirement and the DecemberJune Consumer Price Index in the 
fiscal year most recently ended, calculated to the nearest tenth of a percent (0.1 %), provided that 
this percent change is positive. 

Notwithstanding the foregoing, the retirement allowance of a member who became a member 
before January I, 2015 , or who has not earned at least five years of membership service in the 
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l Retirement System after January 1, 2015, shall not be reduced ; however, the member's last 
2 employer shall be required to make an additional contribution as specified in G.S. 128-30(g)(2)b., 
3 if applicable." 
4 SECTION 6.(c) This section is effective when it becomes law and applies 
5 retroactively to January I , 2015 . 
6 SECTION 7.(a) G.S. 135-5(t) reads as rewritten : 
7 "(t) Return of Accumulated Contributions. - Should a member cease to be a teacher or 
8 State employee except by death or retirement under the provisions of this Chapter, hethe member 
9 shall upon submission of an application be paid, not earlier than 60 days from the date of 

10 termination of service, ht5the member's contributions, and the accumulated regular interest 
11 thereon, provided that hethe member has not in the meantime returned to service. Upon payment 
12 of such sum his or her membership in the System shall cease and, if he or she thereafter again 
13 becomes a member, no credit shall be allowed for any service previously rendered except as 
14 provided in G.S. 135-4, and such payment shall be in full and complete discharge of any rights in 
15 or to any benefits otherwise payable hereunder. Upon receipt of proof satisfactory to the Board of 
16 Trustees of the death, prior to retirement, of a member or former member there shall be paid to 
17 such person or persons as hethe member or former member shall have nominated by electronic 
18 submission prior to completing 10 years of service in a form approved by the Board of Trustees or 
19 by written designation duly acknowledged and filed with the Board of Trustees, if such person or 
20 persons are living at the time of the member's death, otherwise to the member's legal 
21 representatives, the amount of ht5the member's accumulated contributions at the time of ht5the 
22 member's death, unless the beneficiary elects to receive the alternate benefit under the provisions 
23 of (m) below. An extension service employee who made contributions to the Local Governmental 
24 Employees' Retirement System and the Teachers' and State Employees' Retirement System as a 
25 result of dual employment may not be paid his or her accumulated contributions unless hethe 
26 extension service employee is eligible to be paid his or her accumulated contributions in both 
27 systems for the same period of service. 
28 Pursuant to the provisions of G.S. 135-56.2, a member who is also a member of the 
29 Consolidated Judicial Retirement System may irrevocably elect to transfer any accumulated 
30 contributions to the Consolidated Judicial Retirement System or to the Supplemental Retirement 
31 Income Plan and forfeit any rights in or to any benefits otherwise payable hereunder. 
32 A member who is a participant or beneficiary of the Disability Income Plan of North Carolina 
33 as is provided in Article 6 of this Chapter shall not be paid a return of accumulated contributions, 
34 notwithstanding the member's status as an employee or teacher. Notwithstanding any other 
35 provision of law to the contrary, a member who is a beneficiary of the Disability income Plan of 
36 North Carolina as provided in Article 6 of this Chapter and who is receiving disability benefits 
3 7 under the transition provisions as provided in G.S. 135-112, shall not be prohibited from receiving 
38 a return of accumulated contributions as provided in this subsection." 
39 SECTION 7.(b) G.S. 135-5(1) reads as rewritten : 
40 "(I) Death Benefit Plan. - There is hereby created a Group Life Insurance Plan (hereinafter 
41 called the "Plan") which is established as an employee welfare benefit plan that is separate and 
42 apart from the Retirement System and under which the members of the Retirement System shall 
43 participate and be eligible for group life insurance benefits. Upon receipt of proof, satisfactory to 
44 the Board of Trustees in their capacity as trustees under the Group Life Insurance Plan, of the 
45 death, in service, of a member who had completed at least one full calendar year of membership in 
46 the Retirement System, there shall be paid to such person as hethe member shall have nominated 
4 7 by electronic submission prior to completing 10 years of service in a form approved by the Board 
48 of Trustees or by written designation duly acknowledged and filed with the Board of Trustees, if 
49 such person is living at the time of the member's death, otherwise to the member's legal 
50 representatives, a death benefit. Such death benefit shall be equal to the greater of: 
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(1) The compensation on which contributions were made by the member during the 
calendar year preceding the year in which m5the member's 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 m5the 
member's last day of actual service occurs; 

(3), (4) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2. 
subject to a minimum of twenty-five thousand dollars ($25,000) and to a maximum of 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 m5the member's 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 m5the member's death if m5the member's death 
occurs within 180 days from the last day of m5the member's actual service. 11 

SECTION 7.(c) G.S. 135-63 reads as rewritten: 
11§ 135-63. Benefits on death before retirement. 

(a) Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a member 
in service, there shall be paid in a lump sum to such person as the member shall have nominated 
by electronic submission prior to completing 10 years of service in a form approved by the Board 
of Trustees or 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 equal to the sum of (i) the member's accumulated contributions, 
plus (ii) the member's final compensation; provided, however, that if the member has attained his 
or her fiftieth birthday with at least five years of membership service at m5the member's date of 
death, and if the designated recipient of the death benefits is the member's spouse who survives 
-1:ttm,him or her, and if the spouse so elects, then the lump-sum death benefit provided for herein 
shall consist only of a payment equal to the member's final compensation and there shall be paid to 
the surviving spouse an annual retirement allowance, payable monthly, which shall commence on 
the first day of the calendar month coinciding with or next following the death of the member and 
shall be continued on the first day of each month thereafter until the remarriage or death of the 
spouse. The amount of any such retirement allowance shall be equal to one half of the amount of 
the retirement allowance to which the member would have been entitled had hethe member retired 
under the provisions of G.S. J 35-57(a) on the first day of the calendar month coinciding with or 
next following m5the member's date of death , reduced by two percent (2%) thereof for each full 
year, if any, by which the age of the member at his or her date of death exceeds that of m5the 
member's spouse. If the retirement allowance to the spouse shall terminate on the remarriage or 
death of the spouse before the total of the retirement allowance payments made equals the amount 
of the member's accumulated contributions at date of death, the excess of such accumulated 
contributions over the total of the retirement allowances paid to the spouse shall be paid in a lump 
sum to such person as the member shall have nominated by electronic submission in a form 
approved by the Board of Trustees or by written designation duly acknowledged and filed with the 
Board of Trustees, if such person is living at the time such payment falls due, otherwise to the 
former member's legal representatives. 

(c) Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a member 
not in service, there shall be paid in a lump sum to such person as the member shall have 
nominated by electronic submission prior to completing 10 years of service in a form approved by 
the Board of Trustees or 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 equal to the member's accumulated contributions. 

11 

SECTION 7.(d) G.S. 128-27(f) reads as rewritten : 
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1 "(f) Return of Accumulated Contributions. - Should a member cease to be an employee 
2 except by death or retirement under the provisions of this Chapter, hethe member shall upon • 
3 submission of an application be paid, not earlier than 60 days from the date of tennination of 
4 service, m5the member's contributions and the accumulated regular interest thereon, provided that 
5 hethe member has not in the meantime returned to service. Upon payment of such sum his or her 
6 membership in the System shall cease and, if he or she thereafter again becomes a member, no 
7 credit shall be allowed for any service previously rendered except as provided in G.S. 128-26; and 
8 such payment shall be in full and complete discharge of any rights in or to any benefits otherwise 
9 payable hereunder. Upon receipt of proof satisfactory to the Board of Trustees of the death, prior 

10 to retirement, of a member or former member there shall be paid to such person or persons as 
11 hethe member or former member shall have nominated by electronic submission prior to 
12 completing 10 years of service in a form approved by the Board of Trustees or by written 
13 designation duly acknowledged and filed with the Board of Trustees, if such person or persons are 
14 living at the time of the member's death, otherwise to the member's legal representatives, the 
15 amount of m5the member's accumulated contributions at the time of m5the member's death, unless 
16 the beneficiary elects to receive the alternate benefit under the provisions of (m) below. An 
17 extension service employee who made contributions to the Local Governmental Employees' 
18 Retirement System and the Teachers' and State Employees' Retirement System as a result of dual 
19 employment may not be paid his or her accumulated contributions unless hethe extension service 
20 employee is eligible to be paid his or her accumulated contributions in both systems for the same 
21 period of service. 
22 Pursuant to the provisions of G.S. 135-56.2, a member who is also a member of the 
23 Consolidated Judicial Retirement System may irrevocably elect to transfer any accumulated 
24 contributions to the Consolidated Judicial Retirement System or to the Supplemental Retirement • 
25 Income Plan and forfeit any rights in or to any benefits otherwise payable hereunder." 
26 SECTION 7.(e) G.S. 128-27(1) reads as rewritten: 
27 "(I) Death Benefit Plan. - The provisions of this subsection shall become effective for any 
28 employer only after an agreement to that effect has been executed by the employer and the 
29 Director of the Retirement System. There is hereby created a Group Life Insurance Plan 
30 (hereinafter called the "Plan") which is established as an employee welfare benefit plan that is 
31 separate and apart from the Retirement System and under which the members of the Retirement 
32 System shall participate and be eligible for group life insurance benefits. Upon receipt of proof, 
33 satisfactory to the Board of Trustees in their capacity as trustees under the Group Life Insurance 
34 Plan , of the death, in service, of a member who had completed at least one full calendar year of 
35 membership in the Retirement System, there shall be paid to such person as hethe member shall 
36 have nominated by electronic submission prior to completing IO years of service in a form 
37 approved by the Board of Trustees or by written designation duly acknowledged and filed with the 
38 Board of Trustees, if such person is living at the time of the member's death, otherwise to the 
39 member's legal representatives, a death benefit. Such death benefit shall be equal to the greater of: 
40 ( l) The compensation on which contributions were made by the member during the 
41 calendar year preceding the year in which m5 the member's death occurs, or 
42 (2) The greatest compensation on which contributions were made by the member 
43 during a 12-month period of service within the 24-month period of service 
44 ending on the last day of the month preceding the month in which m5the 
45 member's last day of actual service occurs; 
46 (3) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2; 
47 subject to a minimum of twenty-five thousand dollars ($25 ,000) and a maximum of fifty thousand • 
48 dollars ($50,000). Such death benefit shall be payable apart and separate from the payment of the 
49 member's accumulated contributions under the System on m5 the member's death pursuant to the 
50 provisions of subsection (f) of this section. For the purpose of the Plan, a member shall be deemed 
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to be in service at the date of ftt5 the member's death if ftt5 the member's death occurs within 180 
days from the last day of ftt5 the member's actual service. 

II 

SECTION 7.(f) G.S. 120-4.25 reads as rewritten: 
"§ 120-4.25. Return of accumulated contributions. 

If a member ceases to be a member of the General Assembly except by death or retirement, 
hethe member shall, upon submission of an application, be paid not earlier than 60 days following 
the date of termination of service the sum of fttSthe member's accumulated contributions provided 
hethe member has not in the meantime returned to service. Upon payment of this sum his or her 
membership in the System ceases. If hethe individual becomes a member afterwards, no credit 
shall be allowed for any service previously rendered except as provided in G.S. 120-4.14 and the 
payment shall be in full and complete discharge of any rights in or to any benefits otherwise 
payable under this Article. Upon receipt of proof satisfactory to the Board of Trustees of the death, 
prior to retirement, of a member or former member, there shall be paid to the person or persons 
hethe member or former member nominated by electronic submission prior to completing 10 years 
of service in a form approved by the Board of Trustees or by written designation duly 
acknowledged and filed with the Board of Trustees, if the person or persons are living at the time 
of the member's death, otherwise to the member's legal representatives, the amount of fttSthe 
member's accumulated contributions at the time of fttSthe member's death, unless the beneficiary 
elects to receive the alternate benefit under the provisions of G.S. 120-4.28." 

SECTION 7.(g) This section becomes effective January l , 2017. 
SECTION 8.(a) G.S. I 35-6(b) reads as rewritten: 

"(b) Membership of Board; Terms. - The Board shall consist of the following 13 members, 
as follows:members: 

(1) 
(2) 

ill 
~ffi 

The State Treasurer, ex officio;officio. 
The Superintendent of Pub I ic lnstruction, ex officio;officio. 
The Director of the Office of State Human Resources. ex officio. 
N+neEight members to be appointed by the Governor and confirmed by the 
Senate of North Carolina. One of the appointive members shall be a member of 
the teaching profession of the State; one of the appointiYe members shall be a 
representative of higher education appointed by the Governor for a term of four 
years commencing July I , 1969, and quadrennially thereafter; one of the 
appointive members shall be a retired teacher who is drawing a retirement 
allowance, appointed by the Governor for a term of four years commencing 
July 1, 1969, and quadrennially thereafter; one shall be a retired State employee 
who is drawing a retirement allowance, appointed by the Governor for a term of 
four years commencing July 1, 1977, and quadrennially thereafter; one to be a 
general State employee, and two who are not members of the teaching 
profession or State employees; two to be appointed for a term of two years, two 
for a term of three years and one for a tenn of four years ; one appointive 
member shall be a law-enforcement officer employed by the State, appointed by 
the Governor, for a term of four years commencing April 1, ] 985. One member 
shall be an active or retired member of the North Carolina National Guard 
appointed by the Governor for a term of four years commencing July 1, 2013 . 
At the expiration of these terms of office the appointment shall be for a term of 
four ~years. 
Two members appointed by the General Assembly, one appointed upon the 
recommendation of the Speaker of the House of Representatives, and one 
appointed upon the recommendation of the President Pro Tempore of the 
Senate in accordance with G.S. 120-121. Neither of these members may be an 
active or retired teacher or State employee or an employee of a unit of local 
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1 government. The initial members appointed by the General Assembly shall 
2 serve for terms expiring June 30, 1983. Thereafter, their successors shall serve 
3 for two-year tenns beginning July 1 of odd-numbered years. Vacancies in 
4 appointments made by the General Assembly shall be filled in accordance with 
5 G.S. 120-122." 
6 SECTION 8.(b) G.S. 135-6(g) reads as rewritten: 
7 "(g) Officers and Other Employees; Salaries and Expenses. - The State Treasurer shall be 
8 ex officio chairmanchair of the Board of Trustees. The Board of Trustees shall , by a majority vote 
9 of all the members, appoint a director, who may be, but need not be, one of its members. The 

10 salary of the director of the Retirement System is subject to the provisions of Chapter 126 of the 
11 General 8ta-tutes of }forth Carolina. Trustees and shall appoint a director. The Board of Trustees 
12 shall engage such actuarial and other service as shall be required to transact the business of the 
13 Retirement System. The compensation of all persons, other than the director, engaged by the 
14 Board of Trustees, and all other expenses of the Board necessary for the operation of the 
15 Retirement System, shall be paid at such rates and in such amounts as the Board of Trustees shall 
16 approve, subject to the approval of the Director of the Budget." 
17 SECTION 8.(c) G.S. l 28-28(h) reads as rewritten : 
18 "(h) Officers and Other Employees, Salaries and Expenses. - The Board of Trustees shall 
19 elect from its membership a chairman, and shall, by a majority vote of all the members, appoint a 
20 director, ·who may be, but need not be, one of its members . The State Treasurer shall be ex officio 
21 chair of the Board of Trustees and shall appoint a director. The Board of Trustees shall engage 
22 such actuarial and other service as shall be required to transact the business of the Retirement 
23 System. The compensation of all persons engaged by the Board of Trustees, and all other expenses 
24 of the Board necessary for the operation of the Retirement System, shall be paid at such rates and • 
25 in such amounts as the Board of Trustees shall approve." 
26 SECTION 9.(a) G.S. 135-6 is amended by adding a new subsection to read: 
27 "M In order to promote achievement of long-term administrative objectives and to retain 
28 key public employees with benefits administration expertise, the State Treasurer is authorized to 
29 establish market-oriented compensation plans for employees in positions designated as key 
30 management roles who possess specialized skills or knowledge necessary for the effective 
31 administration of retirement benefits and who shall be exempt from the classification and 
32 compensation rules established by the Office of State Human Resources. The design and 
33 administration of those compensation plans shall be based on compensation studies conducted by 
34 a nationally recognized firm specializing in employee benefits. The costs of the compensation and 
35 other associated employee benefits shall be apportioned from administrative receipts of the 
36 Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint 
37 Legislative Oversight Committee on General Government annually, on or before December 1 of 
38 each year." 
39 SECTION 9.(b) G.S. 128-28 is amended by adding a new subsection to read: 
40 "M In order to promote achievement of long-term administrative objectives and to retain 
41 key public employees with benefits administration expertise, the State Treasurer is authorized to 
42 establish market-oriented compensation plans for employees in positions designated as key 
43 management roles who possess specialized skills or knowledge necessary for the effective 
44 administration of retirement benefits and who shall be exempt from the classification and 
45 compensation rules established by the Office of State Human Resources. The design and 
46 administration of those compensation plans shall be based on compensation studies conducted by 
47 a nationally recognized firm specializing in employee benefits. The costs of the compensation and • 
48 other associated employee benefits shall be apportioned from administrative receipts of the 
49 Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint 
50 Legislative Oversight Committee on General Government annually, on or before December 1 of 
51 .each year." 
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SECTION 9.(c) G.S. 126-5 is amended by adding a new subsection to read: 
".(£1±)_ Except as to G.S. 126-13, 126-14, 126-14.1, and the provisions of Articles 6, 7, 14, 15, 

and 16 of this Chapter, the provisions of this Chapter shall not apply to employees of the 
Department of State Treasurer possessing specialized skills or knowledge necessary for the proper 
administration of retirement benefits and compensated pursuant to G.S. 135-6(u) and 
G.S. 128-28(v)." 

SECTION 9.(d) This section becomes effective January 1, 2017. 
SECTION 10.(a) G.S. 135-7 is amended by adding a new subsection to read: 

".(g)_ Legislative Enactment Implementation Arrangement. - The Legislative Enactment 
Implementation Arrangement (LEIA) is established effective October 1, 2016, and placed under 
the management of the Board of Trustees. The purpose of the LEIA is to provide for timely 
administrative implementation of legislative provisions regarding the retirement of, or payment of 
retirement benefits to, public officers or public employees. The LEIA shall have the following 
parameters: 

ill Administration. - The LEIA shall be administered by the Board of Trustees, 
which shall compile and maintain all records necessary or appropriate for 
administration. The Board of Trustees shall have full discretionary authority to 
interpret, construe, and implement the LEIA and to adopt such rules and 
regulations as may be necessary or desirable to implement the provisions of the 
LEIA. 

ill Funding of the LEIA. - In the event that the General Assembly creates or 
modifies any provision for the retirement of, or payment of retirement benefits 
to, public officers or public employees that has a cost savings as measured by 
actuarial note required by Article 15 of Chapter 120 of the General Statutes, the 
Board of Trustees may direct up to one hundredth percent (0.01 %) of the 
required contributions to fund the LEIA. These funds must be deposited in a 
separate fund from the fund into which regular employer contributions are 
deposited for the Retirement System. The Board of Trustee5 shall not direct any 
employer contributions into the LEIA after November 1, 2021. 

ill Allocation of LEIA funds. - The Board of Trustees may allocate LEIA funds to 
the implementation of legislative provisions regarding the retirement of, or 
payment for retirement benefits to, public officers or public employees, subject 
to the following restrictions: 
a. The Board of Trustees must identify individual implementation projects 

that will be paid for with LEIA funds. These implementation projects 
must be necessitated by a specific statute or session law that was 
enacted within five years of the allocation of the funds. The Board of 
Trustees must also identify the number of years for which each 
individual implementation project with be paid for with LEIA funds. 

b. For implementation projects that will be paid for with LEIA funds for a 
period of one year or less, the Board of Trustees must determine that the 
cost savings from implementing the project is projected to be no less 
than half of the amount of LEIA funds utilized to pay for 
implementation. 

c. For implementation projects that will be paid for with LEIA funds for a 
period of greater than one year, but not more than four years, the Board 
of Trustees must determine that the Jong-term cost savings from 
implementing the project is projected to be at least three times greater 
than the cost of implementation. 

d. No implementation project shall be paid for with LEIA funds for a 
period of more than four years. 
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ill Treatment of unused assets. - Any assets of the LEIA not used to pay allowed 
administrative expenses for timely administrative implementation of legislative 
provisions shall be transferred to the Retirement System as an additional 
employer contribution. 

ill Reporting. - The Department of State Treasurer shall report to the Board of 
Trustees, the Joint Legislative Commission on Government Operations, and the 
Fiscal Research Division on or before August 1 of each year on the (i) amounts 
and sources of funds collected by year pursuant to this section and (ii) the 
amounts expended. the projects for which those funds were expended, and the 
current status of the projects. The Board of Trustees shall also post this report 
on its public website." 

SECTION 10.(b) G.S. 128-29 is amended by adding a new subsection to read: 
".(g} Legislative Enactment Implementation Arrangement. - The Legislative Enactment 

Implementation Arrangement (LEIA) is established effective October 1, 2016, and placed under 
the management of the Board of Trustees. The purpose of the LEIA is to provide for timely 
administrative implementation of legislative provisions regarding the retirement of, or payment of 
retirement benefits to, public officers or public employees. The LEIA shall have the following 
parameters: 
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ill Administration. - The LEIA shall be administered by the Board of Trustees, 
which shall compile and maintain all records necessary or appropriate for 
administration. The Board of Trustees shall have full discretionary authority to 
interpret, construe, and implement the LEIA and to adopt such rules and 
regulations as may be necessary or desirable to implement the provisions of the 
LEIA. 

ill Funding of the LEIA. - In the event that the General Assembly creates or 
modifies any provision for the retirement of, or payment of retirement benefits 
to, public officers or public employees that has a cost savings as measured by 
actuarial note required by Article 15 of Chapter 120 of the General Statutes, the 
Board of Trustees may direct up to one hundredth percent (0.01 %) of the 
required contributions to fund the LEIA. These funds must be deposited in a 
separate fund from the fund into which regular employer contributions are 
deposited for the Retirement System. The Board of Trustees shall not direct any 
employer contributions into the LEIA after November 1, 2021. 

ill Allocation of LEIA funds. - The Board of Trustees may allocate LEIA funds to 
the implementation of legislative provisions regarding the retirement of, or 
payment for retirement benefits to, public officers or public employees, subject 
to the following restrictions : 
a. The Board of Trustees must identify individual implementation projects 

that wi ll be paid for with LEIA funds. These implementation projects 
must be necessitated by a specific statute or session Jaw that was 
enacted within five years of the allocation of the funds. The Board of 
Trustees must also identify the number of years for which each 
individual implementation project with be paid for with LEIA funds . 

b. For implementation projects that will be paid for with LEIA funds for a 
period of one year or less, the Board of Trustees must determine that the 
cost savings from implementing the project is projected to be no Jess 
than half of the amount of LEIA funds utilized to pay for 
implementation. 

c. For implementation projects that will be paid for with LEIA funds for a 
period of greater than one year. but not more than four years, the Board 
of Trustees must determine that the long-term cost savings from 
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implementing the project is projected to be at least three times greater 
than the cost of implementation. 

d. No implementation project shall be paid for with LEIA funds for a 
period of more than four years. 

.(12 Treatment of unused assets. - Any assets of the LEIA not used to pay allowed 
administrative expenses for timely administrative implementation of legislative 
provisions shall be transferred to the Retirement System as an additional 
employer contribution. 

ill Reporting. - The Department of State Treasurer shall report to the Board of 
Trustees, the Joint Legislative Commission on Government Operations. and the 
Fiscal Research Division on or before August 1 of each year on the (i) amounts 
and sources of funds collected by year pursuant to this section and (ii) the 
amounts expended, the projects for which those funds were expended, and the 
current status of the projects. The Board of Trustees shall also post this report 
on its public website." 

SECTION 10.(c) This section becomes effective October 1, 2016. 
SECTION 11.(a) The February 5, 2008, Attorney General's advisory opinion entitled 

"Advisory Opinion : Confidentiality of Retirement Benefit Information; Session Law 2007-508" 
concluded that information about retirement benefits was intended to be included among those 
records required to be maintained for public inspection by each department, agency, institution, 
commission, and bureau of the State and that as a result the Retirement Systems Division of the 
Department of the State Treasurer makes that information available for public inspection and 
examination. The General Assembly finds that the interests of clarity require statutory language 
providing guidance to the Retirement Systems Division in determining and maintaining 
consistency as to what information should be made available about the retirement accounts of 
State and local employees. 

SECTION 11.(b) Article 1 of Chapter 135 of the General Statutes is amended by 
adding a new section to read : 
"§ 135-6.1. Member retirement record files held by the Retirement System. 

ill The following definitions apply in this section: 
ill Employment-related information. -As defined in G.S. 126-22(b)(3). 
ill Personal information. - As defined in G.S. l 26-22(b)(3). 
ill Retirement file. - Any employment-related, retirement-related, or personal 

information of members in a State-administered retirement plan gathered by the 
Retirement Systems Division of the Department of State Treasurer. 

.(12 Retirement-related information. - Information including membership and 
service details, benefit payment information. and other information the 
Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

ili} Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S. 135-6(p), G.S. 128-28(9). and subsections (c). (d). and (e) 
of this section. 

.{£}_ The following information regarding members and individuals in receipt of a recurring 
monthly benefit. if held by the Retirement System. is public and subject to subsection (d) of this 
section: 

ill Name. 
ill Age. 
ill Date of membership in the applicable retirement system. first service earned 

date, date of first enrollment, date of first employment, and date ofretirement. 
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ill The terms of any contract by which the member is employed whether written or 
oral, past and current, to the extent that the Retirement System has the written 
contract or a record of the oral contract in its possession. 

ill Current or most recently held position or title. 
.(fil Compensation and other relevant remuneration history and benefits paid. 
ill Date, general description, and type of each change and the corresponding 

employing agency. 
.(fil The office or station to which the member is currently assigned, if any. 
.(2) The record of benefit payments made by one of the Retirement Systems or 

Disability Benefits Programs administered by the Department of State 
Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
member. 

.QQ)_ Purchases of educational leave. 
.(ill Subject only to rules and policies for the safekeeping of member retirement files 

adopted by the Board of Trustees, every person having custody of the retirement file information 
outlined in subsection (b) of this section shall permit the information to be inspected and examined 
and copies thereof made by any person during regular business hours. Any person who is denied 
access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
right to compel compliance with the provisions of this section by application to a court of 
competent jurisdiction for a writ of mandamus or other appropriate relief. 

.(su The Retirement Systems Division of the Department of State Treasurer may disclose 
the name and mailing address of former State employees, former public school employees, or 
former community college employees to domiciled, nonprofit organizations representing 10,000 
or more retired State government, local government, or public school employees. 

ill All information other than the information listed in subsection (c) of this section 
contained in a retirement file is confidential and not open for inspection and examination except to 
the following persons: 

ill The member, or the member's authorized agent, who may examine his or her 
own retirement file, except for any information concerning a medical disability, 
mental or physical, that a prudent physician would not divulge to a patient. A 
member's medical record may be disclosed to a licensed physician in writing by 
the member. 

ill A member of the General Assembly who may inspect and examine records 
under the authority of G.S. 120-19. 

ill A party by authority of a proper court order may inspect and examine a 
particular confidential portion of a member's retirement file. 

.(g} Any public official or employee who knowingly and willfully permits any person to 
have access to or custody or possession of any portion of a retirement file designated as 
confidential by this section, unless the person is one specifically authorized by this section to have 
access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
conviction shall only be fined in the discretion of the court but not in excess of five hundred 
dollars ($500.00). 

.(hl Any person not specifically authorized by this section to have access to a retirement 
file designated as confidential by this section, who knowingly and willfully examines, removes, or 
copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
($500.00). II 

SECTION 11.(c) Article 3 of Chapter 128 of the General Statutes is amended by 
adding a new section to read: 
"§ 128-33.1. Public records held by the Retirement System. 

{fil The following definitions apply in this section: 
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I ill Employment-related information. - As defined in G.S. l 26-22(b)(3). 
2 ill Personal information. -As defined in G.S. 126-22(b)(3). 
3 ill Retirement file . - Any employment-related, retirement-related, or personal 
4 information of members in a State-administered retirement plan gathered by the 
5 Retirement Systems Division of the Department of State Treasurer. 
6 ill Retirement-related information. - Information including membership and 
7 service details, benefit payment information, and other information the 
8 Retirement Systems Division of the Department of State Treasurer deems 
9 necessary to administer a retirement plan. 

10 {hl Member retirement files are not subject to inspection and examination as authorized by 
I I G.S. I 32-6 except as provided in G.S. 135-6(p), G.S. 128-28(9), and subsections (c), (d), and (e) 
12 ofthissection. 
13 {£) The following information regarding members and individuals in receipt of a recurring 
14 monthly benefit, if held by the Retirement System, 1s public subject to subsection (d) of this 
15 section: 
16 ill Name. 
17 ill Age. 
18 ill Date of membership in the applicable retirement system, first service earned 
19 date, date of first enrollment, date of first employment, and date of retirement. 
20 ill The terms of any contract by which the member is employed whether written or 
21 oral, past and current. to the extent that the Retirement System has the written 
22 contract or a record of the oral contract in its possession. 
23 ill Current or most recently held position or title. 
24 {fil Compensation and other relevant remuneration history and benefits paid. 
25 ffi Date, general description, and type of each change and the corresponding 
26 employing agency. 
27 .(fil The office or station to which the member is currently assigned, if any. 
28 .c2.) The record of benefit payments made by one of the Retirement Systems or 
29 Disability Benefits Programs administered by the Department of State 
30 Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
31 member. 
32 .Ll...Q} Purchases of educational leave. 
33 @ Subject only to rules and policies for the safekeeping of member retirement files 
34 adopted by the Board of Trustees, every person having custody of the retirement file information 
35 outlined in subsection (b) of thi s section shall permit the information to be inspected and examined 
36 and copies thereof made by any person during regular business hours. Any person who is denied 
3 7 access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
38 right to compel compliance with the provisions of this section by application to a court of 
39 competent jurisdiction for a writ of mandamus or other appropriate relief. 
40 ill The Retirement Systems Division of the Department of State Treasurer may disclose 
41 the name and mailing address of former State employees, fonner public school employees, or 
42 fonner community college employees to domiciled, nonprofit organizations representing 10,000 
43 or more retired State government, local government, or public school employees. 
44 ill All information other than the information listed in subsection (c) of this section 
45 contained in a retirement file is confidential and not open for inspection and examination except to 
46 the following persons: 
47 ill The member, or the member's authorized agent, who may examine his or her 
48 own retirement file, except for any information concerning a medical disability, 
49 mental or physical, that a prudent physician would not divulge to a patient. A 
50 member's medical record may be disclosed to a licensed physician in writing by 
51 the member. 
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1 ill A member of the General Assembly who may inspect and examine records 
2 undertheauthorityofG.S.120-19. 
3 ill A party by authority of a proper court order may inspect and examine a 
4 particular confidential portion of a member's retirement file. 
5 .(g} Any public official or employee who knowingly and willfully permits any person to 
6 have access to or custody or possession of any portion of a retirement file designated as 
7 confidential by this section, unless the person is one specifically authorized by this section to have 
8 access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
9 conviction shall only be fined in the discretion of the court but not in excess of five hundred 

IO dollars ($500.00). 
11 {hl Any person not specifically authorized by this section to have access to a retirement 
12 file designated as confidential by this section, who knowingly and willfully examines, removes, or 
13 copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
14 conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
15 ($500.00)." 
16 SECTION 11.(d) G.S . 126-22 reads as rewritten: 
17 "§ 126-22. Personnel files not subject to inspection under§ 132-6. 
18 (a) Except as provided in G.S. 126-23 and G.S. I 26-24, personnel files of State employees 
19 shall not be subject to inspection and examination as authorized by G.S. 132-6. 
20 (b) For purposes of this Article the following definitions apply: 
21 (I) "Employee" means any current State employee, former State employee, or 
22 applicant for State employment. 
23 (2) "Employer" means any State department, university, division, bureau, 
24 commission, council, or other agency subject to Article 7 of this Chapter. 
25 (3) "Personnel file" means any employment-related or personal information 
26 gathered by an employer, the Retirement Systems Division of the Department 
27 of State Treasurer, employer or by the Office of State Human Resources. 
28 Employment-related information contained in a personnel file includes 
29 information related to an individual's application, selection, promotion, 
30 demotion, transfer, leave, salary, contract for employment, benefits, suspension, 
31 performance evaluation, disciplinary actions, and termination. Personal 
32 information contained in a personnel file includes an individual's home address, 
33 social security number, medical history, personal financial data, marital status, 
34 dependents, and beneficiaries. 
35 (4) "Record" means the personnel information that each employer is required to 
36 maintain in accordance with G.S . I 26-23. 
37 (c) Personnel files of former State employees who have been separated from State 
38 employment for IO or more years may be open to inspection and examination except for papers 
39 and documents relating to demotions and to disciplinary actions resulting in the dismissal of the 
40 employee and personnel files maintained by the Retirement Systems Division of the Department 
41 of State Treasurer.employee. Retirement files maintained by the Retirement Systems Division of 
42 the Department of State Treasurer shall be made public pursuant to G.S. 128-33.1 and 
43 G.S. 135-6.1. 
44 W Notwithstanding any provision of this section to the contrar~·, the Retirement Systems 
45 Division of the Department of State Treasurer may disclose the name and mailing address of 
46 former State employees to domiciled, nonprofit organizations representing 10,000 or more retired 
47 State government, local government, or public school employees." • 
48 SECTION 11.(e) G.S. 115C-32l(bl) is repealed. 
49 SECTION 11.(f) G.S. 115D-29(c) is repealed . 
50 SECTION 11.(g) G.S. 153A-98(c3) is repealed. 
51 SECTION 11.(h) G.S. 160A-168( c3) is repealed. 
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1 SECTION 12.(a) G.S. 135-10.1 reads as rewritten: 

• 2 "§ 135-10.1. Failure to respond . 
3 If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 
4 or Form 7-E are mailed,transmitted to the member, or if a member fails to respond within 120 
5 days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
6 and void ; the retirement system shall not be liable for any benefits due on account of the voided 
7 application, and a new application must be filed establishing a subsequent effective date of 
8 retirement. If an applicant for disability retirement fails to furnish requested additional medical 
9 information within 90 days following such request, the application shall be declared null and void 

10 under the same conditions outlined above, unless the applicant is eligible for early or service 
11 retirement in which case the application shall be processed accordingly, using the same effective 
12 date as would have been used had the application for disability retirement been approved. The 
13 Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
14 extend the 120-day limitation provided for in this section when a member has suffered 
15 incapacitation such that a reasonable person would not have expected the member to be able to 
16 complete the required paperwork within the regular deadline, or when an omission by the 
17 Retirement Systems Division prevents the member from having sufficient time to meet the regular 
18 deadline." 
19 SECTION 12.(b) G.S. 128-32.1 reads as re.written: 
20 "§ 128-32.1. Failure to respond. 
21 If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 
22 or Form 7-E are mailed,transmitted to the member, or if a member fails to respond within 120 
23 days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
24 and void ; the retirement system shal l not be liable for any benefits due on account of the voided 
25 application, and a new application must be filed establishing a subsequent effective date of 
26 retirement. If an applicant for disability retirement fails to furnish requested additional medical 
27 information within 90 days following such request, the application shall be declared null and void 
28 under the same conditions outlined above, unless the applicant is eligible for early or service 
29 retirement in which case the application shall be processed accordingly, using the same effective 
30 date as would have been used had the application for disability retirement been approved. The 
31 Director of the Retirement Systems Division , acting on behalf of the Board of Trustees, may 
32 extend the 120-day limitation provided for in this section when a member has suffered 
33 incapacitation such that a reasonable person would not have expected the member to be able to 
34 complete the required paperwork within the regular deadline, or when an omission by the 
35 Retirement Systems Division prevents the member from having sufficient time to meet the regular 
36 deadline." 
37 SECTION 13.(a) G.S. 135-18.8 reads as rewritten : 
38 "§ 135-18.8. Deduction for payments allowed. 
39 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
40 that has at least ~l 0,000 members, the majority of whom are active or retired employees of 
41 the State or public school employees, may authorize, in writing, the periodic deduction from the 
42 beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
43 association . The authorization shall remain in effect until revoked by the beneficiary.beneficiary, 
44 and proof of the authorization must be avai lable upon request to the Department of the State 
45 Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
46 retirees' association engages in collective bargaining with the State, any political subdivision of 

• 
47 the State, or any local school administrative unit . 
48 (b) Any beneficiary may also authorize, in writing, the monthly deduction from the 
49 beneficiary's retirement benefits of a designated lump sum to be paid to the State Health Plan for 
50 any dependent whom the beneficiary wishes to cover under the State Health Plan. In the event that 
51 the beneficiary's own State Health Plan coverage is contributory, in whole or in part, the 
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beneficiary may also authorize a designated lump sum to be paid to the State Health Plan on 
2 behalf of the beneficiary. In addition, a beneficiary may similarly authorize the deduction for 
3 supplemental voluntary insurance benefits, provided that the deduction is authorized by the 
4 Department of State Treasurer and is payable to a company with which the Department of State 
5 Treasurer has or had an exclusive contractual relationship. Any such authorization shall remain in 
6 effect until revoked by the beneficiary.beneficiary. and proof of the authorization must be 
7 avai I able on request by the Department of the State Treasurer." 
8 SECTION 13.(b) G.S. 135-75 reads as rewritten: 
9 "§ 135-75. Deduction for payments allowed. 

10 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
11 that has at least i,ooo 10,000 members, the majority of whom are active or retired employees of 
12 the State or public school employees, may authorize, in writing, the periodic deduction from the 
13 beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
I 4 association . The authorization shall remain in effect until revoked by the beneficiary.beneficiary, 
15 and proof of the authorization must be available on request of the Department of the State 
16 Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
17 retirees' association engages in collective bargaining with the State, any political subdivision of 
18 the State, or any local school administrative unit. 
19 (b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
20 in writing, the monthly deduction from the beneficiary's retirement benefits of a designated Jump 
21 sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
22 under the State Health Plan. In the event that the beneficiary's own State Health Plan coverage is 
23 contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
24 paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
25 authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction 
26 is authorized by the Department of State Treasurer and is payable to a company with which the 
27 Department of State Treasurer has or had an exclusive contractual relationship. Any such 
28 authorization shall remain in effect until revoked by the beneficiary.beneficiary, and proof of the 
29 authorization must be available on request of the Department of the State Treasurer." 
30 SECTION 13.(c) G.S. 128-38.3 reads as rewritten: 
31 "§ 128-38.3. Deduction for payments allowed. 
32 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
33 that has at least i,ooo I 0.000 members, the majority of whom are active or retired employees of 
34 employers as defined in G.S. 128-21 ( 11 ), may authorize, in writing, the periodic deduction from 
35 the beneficiary's retirement benefits a designated lump sum to be paid to the employees' or 
36 retirees' association . The authorization shall remain in effect until revoked by the 
3 7 beneficiary.beneficiary, and proof of the authorization must be available on request of the 
38 Department of the State Treasurer. A plan of deductions pursuant to this section shall become void 
39 if the employees' or retirees' association engages in collective bargaining with the State, any 
40 political subdivision of the State, or any local school administrative unit. 
41 (b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
42 in writing, the monthly deduction from the beneficiary's retirement benefits of a designated lump 
43 sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
44 under the State Health Plan. In the event that the beneficiary's own State Health Plan coverage is 
45 contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
46 paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
4 7 authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction • 
48 is authorized by the Department of State Treasurer and is payable to a company with which the 
49 Department of State Treasurer has or had an exclusive contractual relationship. Any such 
50 authorization shall remain in effect until revoked by the beneficiar)1.beneficiary, and proof of the 
5] authorization must be available on request of the Department of the State Treasurer. 
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1 .(f} For local employers who made arrangements with the Retirement System prior to 

• 2 January 1. 2016. any beneficiary who is a retiree from an employer in the Retirement System 
3 under this Article may authorize the periodic deduction from the beneficiary's retirement benefits 
4 as designated lump sum to be paid to the beneficiary's former employer for the purpose of 
5 providing health benefits. The authorization shall remain in effect until revoked by the beneficiary. 
6 and proof of the authorization must be available on request of the Department of the State 
7 Treasurer." 
8 SECTION 13.(d) G.S. 120-4.32 reads as rewritten: 
9 "§ 120-4.32. Deduction for payments allowed. 

10 (a) Any beneficiary who is a member of a domiciled employees' or retirees' association 
11 that has at least ~ I 0.000 members, the majority of whom are active or retired employees of 
12 the State or public school employees, may authorize, in writing, the periodic deduction from the 
13 beneficiary's retirement benefits a designated lump sum to be paid to the employees' or retirees' 
14 association. The authorization shall remain in effect until revoked by the beneficiary.beneficiary, 
15 and proof of the authorization must be available on request of the Department of the State 
16 Treasurer. A plan of deductions pursuant to this section shall become void if the employees' or 
17 retirees' association engages in collective bargaining with the State, any political subdivision of 
18 the State, or any local school administrative unit. 
19 (b) Any beneficiary eligible for coverage under the State Health Plan may also authorize, 
20 in writing, the monthly deduction from the beneficiary's retirement benefits of a designated lump 
2 I sum to be paid to the State Health Plan for any dependent whom the beneficiary wishes to cover 
22 under the State Health Plan. In the event that the beneficiary's own State Health Plan coverage is 
23 contributory, in whole or in part, the beneficiary may also authorize a designated lump sum to be 
24 paid to the State Health Plan on behalf of the beneficiary. In addition, a beneficiary may similarly 
25 authorize the deduction for supplemental voluntary insurance benefits, provided that the deduction 
26 is authorized by the Department of State Treasurer and is payable to a company with which the 
27 Department of State Treasurer has or had an exclusive contractual relationship. Any such 
28 authorization shall remain in effect until revoked by the beneficiary.beneficiary, and proof of the 
29 authorization must be available on request of the Department of the State Treasurer." 
30 SECTION 13.(e) G.S. 127A-40(hl) reads as rewritten: 
31 "(hl) Any member or former member of the North Carolina National Guard who is qualified 
32 for benefits under this section and who is a member of a domiciled employees' or retirees' 
33 association that has at least ~ 10,000 members, the majority of whom are active or retired 
34 employees of the State or public school employees, may authorize, in writing, the periodic 
35 deduction from the member's retirement benefits a designated lump sum to be paid to the 
36 employees' or retirees' association. The authorization shall remain in effect until revoked by the 
37 member. Member. and proof of the authorization must be available upon request to the 
38 Department of the State Treasurer. A plan of deductions pursuant to this subsection shall become 
39 void if the employees' or retirees' association engages in collective bargaining with the State, any 
40 political subdivision of the State, or any local school administrative unit." 
41 SECTION 13.(f) G.S. 135-18.8(a) is repealed. 
42 SECTION 13.(g) G.S. 135-75(a) is repealed. 
43 SECTION 13.(h) G.S. l 28-38.3(a) is repealed. 
44 SECTION 13.(i) G.S. 128-38.~(c) is repealed . 
45 SECTION 13.U) G.S. l 20-4.32(a) is repealed. 
46 SECTION 13.(k) G.S. 127A-40(hl) is repealed . 

• 
47 SECTION 13.(1) Subsections (f), (g), (h), (i), U) and (k) of this section become 
48 effective July I, 2017. The remainder of this section is effective when it becomes law. 
49 SECTION 14. S.L. 2015-68, Section 2 is repealed. 
50 SECTION 15.(a) G.S. I 43B-426.40G(b) reads as rewritten: 
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I "(b) The State Treasurer may impose on an agency with non-State funds a fee of fifteen 
2 dollars ($15.00) for each check drawn against the agency's disbursing account that causes the 
3 balance in the account to be in overdraft or while the account is in overdraft. The financial officer 
4 shall pay the fee from the agency's non-State or personal funds to the General Fund to the credit of 
5 the miscellaneous nontax revenue account by the agency." 
6 SECTION 15.(b) This section becomes effective October 1, 2016. 
7 SECTION 16. Article 6 of Chapter 14 7 of the General Statutes is amended by adding 
8 a new section to read: 
9 "§ 147-68.2. Confidentiality of warrants issued by the State. 

10 Information contained in records held by the State about outstanding, unpaid warrants issued 
11 by the State are confidential and not available for public inspection to the extent that the Treasurer 
12 determines that information would be sufficient to counterfeit a warrant." 
13 SECTION 17. G.S . 147-79(a) reads as rewritten: 
14 "(a) The amount of funds deposited by the State Treasurer in an official depository shall be 
15 adequately secured by deposit insurance, surety bonds, letters of credit issued by a Federal Home 
16 Loan Bank, or investment securities of such nature, in such amounts, and in such manner, as may 
17 be prescribed by rule or regulation of the State Treasurer with the approval of the Governor and 
18 Council of State. No security is required for the protection of funds remitted to and received by a 
19 bank or trust company designated by the State Treasurer under G.S. 142-1 and acting as paying 
20 agent for the payment of the principal of or interest on bonds or notes of the State." 
21 SECTION 18.(a) G.S. l l 5C-341.2 reads as rewritten: 
22 "§ 1 lSC-341.2. Department of State Treasurer sponsored 403(b) option. 
23 (a) In addition to the opportunities for local boards of education to offer section 403(b) of 
24 the Internal Revenue Code of 1986 retirement annuities and/or mutual funds to their employees • 
25 under G.S. l l 5C-341 , the Department of State Treasurer may establish an approved third-party 
26 vendor of retirement offerings as described in section 403(b) of the Internal Revenue Code of 
27 1986, as now and hereafter amended, pursuant to which employees of local school boards may 
28 enter into nonforfeitable 403(b) plan options by way of salary reduction through the auspices of 
29 the Department of State Treasurer. This statewide plan of 403(b) offerings shall be known as the 
30 "North Carolina Public School Teachers' and Professional Educators' Investment Plan." The 
31 vendor authorized under this section shall be selected by use of -8-tateSupplemental Retirement 
32 Board of Trustees procurement procedures,procedures under Article 5 of Chapter 135 of the 
33 General Statutes, with the goal of attaining lower administrative fees and enhanced services for 
34 participants and employer compliance with applicable law and regulations. Eligible employees of 
35 local school boards shall all be allowed to use this vendor for the tax-deferred 403(b) option of 
36 their choice. 
37 (b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
38 offerings to employees of local school boards under this section. 
39 (1) Annuity contracts, trust accounts, and/or custodial accounts shall be 
40 administered by a qualified third-party administrator that shall, under written 
41 agreement with the Department of State Treasurer, provide custodial , 
42 record-keeping, and administrative services. The third-party administrator may 
43 also be the selected vendor for the North Carolina Public School Teachers' and 
44 Professional Educators' Investment Plan. 
45 For employers choosing.to participate in the North Carolina Public School 
46 Teachers' and Professional Educators' Investment Plan, the third-party 
47 administrator shall, at a minimum, provide the following: 
48 a. Maintain a written plan document. 
49 b. Review hardship withdrawal requests , loan requests, and other 
50 disbursements permitted under section 403(b) of the Internal Revenue 
51 Code of 1986. 
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(2) 

(3) 

(4) 

(5) 

(6) 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals . 

d. Monitor maximum contributions. 
e. Coordinate responses to the Internal Revenue Service in any case of an 

[RS audit. 
f. Generate educational communication materials to employees concerning 

the enrollment process, program eligibility, and investment options. 
g. Maintain internal reports to ensure compliance with Section 403(b) of 

the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S. I 15C-341 within each participating local board 
of education plan by creating and establishing the necessary connections 
and processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide f*Hr.plan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter 135 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees for the North Carolina 
Supplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivision (1) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
hardship withdrawals) or be directed by the participating employer to cease 
accepting new contributions, loans, and hardship withdrawals. 
Investment options shall be solely determined by the Department of State 
Treasurer and the Supplemental Retirement Board of Trustees for the North 
Carolina Supplemental Retirement Plans consistent with section 403(b) of the 
Internal Revenue Code of 1986, as amended. 
Investment staff of the Department of State Treasurer may make 
recommendations to the State Treasurer and the Supplemental Retirement 
Board of Trustees for the North Carolina Supplemental Retirement Plans as to 
appropriate investment options. +hePursuant to G.S. 135-96, the State 
Treasurer and Board of Trustees shall have sole responsibility for the selection 
of the vendor, third-party administrator. providers of investment options, and 
any other service provider for the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan. 
All contributions made in accordance with the provisions of section 403(b) of 
the Internal Revenue Code of 1986, as amended, and this section shall be 
remitted directly to the administrator and held by the administrator in a 
custodial account on behalf of each participating employee. Any investment 
gains or losses shall be credited to those accounts. The forms of payment and 
disbursement procedures shall be consistent with those generally offered by 
similar annuity contracts, trust accounts, and custodial accounts and applicable 
federal and State statutes governing those contracts and accounts. 
Any local board of education may elect to make contributions to the employee's 
account on behalf of the employee. The employer shall take whatever action is 
necessary to implement this section. 
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1 (7) The design and administration of annuity contracts, trust accounts, and 
2 custodial accounts under this provision shall comply with all applicable 
3 provisions of the Internal Revenue Code of 1986, as amended." 
4 SECTION 18.(b) G.S. 115D-25.4(b) reads as rewritten: 
5 "(b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
6 offerings to employees of local boards of trustees under this section: 
7 (I) Annuity contracts, trust accounts, and/or custodial accounts shall be 
8 administered by a qualified third-party administrator that shall, under written 
9 agreement with the Department of State Treasurer, provide custodial , 

IO record-keeping, and administrative services. The third-party administrator may 
11 also be the selected vendor for the North Carolina Public School Teachers' and 
12 Professional Educators' Investment Plan. 
13 For local boards of trustees as employers choosing to participate in the 
14 North Carolina Public School Teachers' and Professional Educators' Investment 
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(2) 

(3) 

Plan, the third-party administrator shall , at a minimum, provide the following: 
a. Maintain a written plan document. 
b. Review hardship withdrawal requests , loan requests, and other 

disbursements permitted under section 403(b) of the Internal Revenue 
Code of 1986. 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 

d. Monitor maximum contributions. 
e. Coordinate responses to the Internal Revenue Service in any case of an 

IRS audit. 
f. Generate educational communication materials to employees concerning 

the enrollment process, program eligibility, and investment options . 
g. Maintain internal reports to ensure compliance with section 403(b) of 

the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S. I l 5D-25 within each participating local board of 
trustees plan by creating and establishing the necessary connections and 
processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide ~plan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter I 35 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees for the North Carolina 
Supplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivi sion (1) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
hardship withdrawals) or be directed by the participating employer to cease 
accepting new contributions, loans, and hardship withdrawals. 
Investment options shall be solely determined by the Department of State 
Treasurer and the Supplemental Retirement Board of Trustees for the North 
Carolina Supplemental Retirement Plans consistent with section 403(b) of the 
Internal Revenue Code of 1986, as amended. 
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1 (4) Investment staff of the Department of State Treasurer may make 
2 recommendations to the State Treasurer and the Supplemental Retirement 
3 Board of Trustees for the ~forth Carolina Supplemental Retirement Plans as to 
4 appropriate investment options. +h-ePursuant to G.S. 135-96, the State 
5 Treasurer and Board of Trustees shall have sole responsibility for the selection 
6 of the vendor, third-party administrator, providers of investment options, and 
7 any other service provider for the North Carolina Public School Teachers' and 
8 Professional Educators' Investment Plan. 
9 (5) All contributions made in accordance with the provisions of section 403(b) of 

10 the Internal Revenue Code of 1986, as amended, and this section shall be 
11 remitted directly to the administrator and held by the administrator in a 
12 custodial account on behalf of each participating employee. Any investment 
13 gains or losses shall be credited to those accounts. The forms of payment and 
14 disbursement procedures shall be consistent with those generally offered by 
15 similar annuity contracts, trust accounts, and custodial accounts and applicable 
16 federal and State statutes governing those contracts and accounts. 
17 (6) Any local board of trustees may elect to make contributions to the employee's 
18 account on behalf of the employee. The local board of trustees shall take 
19 whatever action is necessary to implement this section. 
20 (7) The design and administration of annuity contracts, trust accounts, and 
21 custodial accounts under this provision shall comply with all applicable 
22 provisions of the Internal Revenue Code of 1986, as amended." 
23 SECTION 19.(a) G.S. l l 5C-436 is amended by adding a new subsection to read: 
24 ".{£l Upon receipt of a report from the North Carolina Teachers' and State Employees' 
25 Retirement System, generated pursuant to G.S . 135-8(f)(2)f., containing a list of employees for 
26 whom the local board of education made a contribution to the North Carolina Teachers ' and State 
27 Employees' Retirement System that is likely to require an additional employer contribution should 
28 the employee elect to retire in the following 12 months, the school financial officer shall transmit a 
29 copy of the report to the local board of education. The school financial officer shall also notify the 
30 board of county commissioners of the county in which the local administrative unit is located that 
31 the report was received and the number of employees listed in the report." 
32 SECTION 19.(b) G.S. 135-8 is amended by adding a new subsection to read: 
33 "(j) Pension Spiking Report. - Upon receipt of a report from the Retirement System generated 
34 pursuant to G.S. 135-8(f)(2)f., containing a list of employees for whom the employer made a 
35 contribution to the North Carolina Teachers' and State Employees' Retirement System that is 
36 likely to require an additional employer contribution should the employee elect to retire in the 
37 following 12 months, the employer's chief financial officer shall transmit a copy of the report to 
38 the chief executive of the employer, as well as to the governing body of the employer, including 
39 any board which excercises financial oversight of the employer, if applicable." 
40 SECTION 19. (c) G.S. 128-30 is amended by adding a new subsection to read: 
41 "(j) Pension Spiking Report. - Upon receipt of a report from the Retirement System generated 
42 pursuant to G.S. l 35-8(f)(2)f., containing a list of employees for whom the employer made a 
43 contribution to the North Carolina Local Governmental Employees' Retirement System that is 
44 likely to require an additional employer contribution should the employee elect to retire in the 
45 following 12 months, the employer's chief financial officer shall transmit a copy of the report to 
46 the governing body of the employer, if applicable." 
4 7 SECTION 20.(a) G.S. 135-1 (7a) reads as rewritten: 
48 "(7a) a. "Compensation" shall meaitmean, for members who became members 
49 prior to January 1, 2017, all salaries and wages prior to any reduction 
50 pursuant to sections 125, 401 (k), 403(b ), 414(h)(2), and 457 of the 
51 Internal Revenue Code, not including any terminal payments for unused 
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sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee or teacher in the unit 
of the Retirement System for which he is performing full-time work. In 
addition to the foregoing, "compensation" shall include:include the 
following: 
1. Performance-based compensation (regardless of whether paid in 

a lump sum, in periodic installments, or on a monthly 
bas+s:};basis). 

2. Conversion of additional benefits to salary (additional benefits 
such as health, life, or disability plans), so long as the benefits 
are other than mandated by State law or regulation;regulation. 

3. Payment of tax consequences for benefits provided by the 
employer, so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of expenses";expenses." 

4. Payout of vacation -1-ea-veleave, so long as such payouts are 
permitted by applicable law and regulation;regulation. 

5. Employee contributions to eligible deferred compensation~ 
iffidplans. 

6. Effective July 1, 2009, payment of military differential wages. 
"Compensation" shall mean, for members who became members on or 
after January L 2017, all salaries and wages prior to any reduction 
pursuant to sections 125, 40 l(k), 403(b ), 4 l 4(h)(2), and 457 of the 
Internal Revenue Code, not including any terminal payments for unused 
sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee or teacher in the unit 
of the Retirement System for which he or she is performing full-time 
work. In addition to the foregoing, "compensation" shall include the 
following: 
l. Performance-based compensation (regardless of whether paid in 

a Jump sum, in periodic installments, or on a monthly basis). 
2. Payment of tax consequences for benefits provided by the 

employer, so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of expenses." 

l Payout of vacation leave, so long as such payouts are permitted 
by applicable law and regulation. 

4. Employee contributions to eligible deferred compensation plans . 
~ Payment of military differential wages. 
"Compensation" shall not include any payment, as determined by the 
Board of Trustees, for the reimbursement of expenses or payments for 
housing or any other allowances whether or not classified as salary and 
wages. "Compensation" includes all special pay contribution of annual 
leave made to a 40l(a) Special Pay Plan for the benefit of an employee. 
Notwithstanding any other provision of this Chapter, "compensation" 
shall not include: 
I. Supplement/allowance provided to employee to purchase 

additional benefits such as health, life, or disability plans; 
2. Travel supplement/allowance (nonaccountable allowance plans); 
3. Employer contributions to eligible deferred compensation plans; 
4. Employer-provided fringe benefits (additional benefits such as 

health, life, or disability plans); 
5. Reimbursement of uninsured medical expenses; 
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6. Reimbursement of business expenses; 
7. Reimbursement of moving expenses; 
8. Reimbursement/payment of personal expenses; 
9. Incentive payments for early retirement; 
10. Bonuses paid incident to retirement; 
10a. Local supplementation as authorized under G.S. 7A-300.l for 

Judicial Department employees; 
11. Contract buyout/severance payments; and 
12. Payouts for unused sick leave. 
LL For members who became members after January 1, 2017, 

conversion of additional benefits to salary, such as health, life, or 
disability plans, so long as the benefits are other than mandated 
by State law or regulation. 

c. In the event an employer reports as "compensation" payments not 
specifically included or excluded as "compensation", such payments 
shall be "compensation" for retirement purposes only if the employer 
pays the Retirement System the additional actuarial liability created by 
such payments." 

SECTION 20.(b) G.S. 128-21(7a) reads as rewritten: 
"(7a) a. "Compensation" shall meaRmean, for members who became members 

prior to January 1, 2017, all salaries and wages prior to any reduction 
pursuant to sections 125, 401(k), 403(b), 414(h)(2), and 457 of the 
Internal Revenue Code, not including any terminal payments for unused 
sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee in the unit of the 
Retirement System for which he is performing full-time work. In 
addition to the foregoing, "compensation" shall include:include the 
following: 
1. Performance-based compensation (regardless of whether paid in 

a lump sum, periodic installments, or on a monthly ~basis). 
2. Conversion of additional benefits to salary (additional benefits 

such as health, life, or disability plans), so Jong as the benefits 
are other than mandated by State law or regulation;regulation. 

3. Payment of tax consequences for benefits provided by the 
employer so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of e>(penses";expenses." 

4. Payout of vacation .J.eaveleave, so long as such payouts are 
permitted by applicable law and regulation;regulation. 

5. Employee contributions to eligible deferred compensation ~ 
afldplans. 

6. Effective July 1, 2009, payment of military differential wages. 
.!!.L "Compensation" shall mean, for members who became members on or 

after January I, 2017, all salaries and wages prior to any reduction 
pursuant to sections 125, 40I(k), 403(b), 414(h)(2), and 457 of the 
Internal Revenue Code, not including any terminal payments for unused 
sick leave, derived from public funds which are earned by a member of 
the Retirement System for service as an employee in the unit of the 
Retirement System for which he or she is performing full-time work. In 
addition to the foregoing, "compensation" shall include the following: 
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L Performance-based compensation (regardless of whether paid in 
a Jump sum, in periodic installments, or on a monthly basis). 

House Bill 1134 Page 41 



1 
2 
3 
4 

5 
6 
7 
8 
9 

IO 
I I 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

General Assembly Of North Carolina Session 2015 

2. Payment of tax consequences for benefits provided by the 
employer, so long as they constitute an adjustment or increase in 
salary and not a "reimbursement of expenses." 

.1. Payout of vacation leave, so Jong as such payouts are permitted 
by applicable law and regulation. 

4. Employee contributions to eligible deferred compensation plans. 
5. Payment of military differential wages. 

b. "Compensation" shall not include any payment, as determined by the 
Board of Trustees, for the reimbursement of expenses or payments for 
housing or any other allowances whether or not classified as salary and 
wages. Notwithstanding any other provision of this Chapter, 
"compensation" shall not include: 
1. Supplement/allowance provided to employee to purchase 

additional benefits such as health, life, or disability plans; 
2. Travel supplement/allowance (nonaccountable allowance plans); 
3. Employer contributions to eligible deferred compensation plans; 
4. Employer-provided fringe benefits (additional benefits such as 

health, life, or disability plans); 
5. Reimbursement of uninsured medical expenses; 
6. Reimbursement of business expenses; 
7. Reimbursement of moving expenses; 
8. Reimbursement/payment of personal expenses ; 
9. Incentive payments for early retirement; 
10. Bonuses paid incident to retirement; • 
11 . Contract buyout/severance payments; and 
12. Payouts for unused sick leave. 
1.1. For members who became members after January 1, 2017, 

conversion of additional benefits to salary, such as health, life, or 
disability plans. so Jong as the benefits are other than mandated 
by State law or regulation. 

c. In the event an employer reports as "compensation" payments not 
specifically included or excluded as "compensation", such payments 
shall be "compensation" for retirement purposes only if the employer 
pays the Retirement System the additional actuarial liability created by 
such payments." 

SECTION 20.(c) This section becomes effective January 1, 2017. 
SECTION 21. G.S . 135-109 reads as rewritten: 

38 "§ 135-109. Reports of earnings. 
39 The Department of State Treasurer and Board of Trustees shat-I-may require each beneficiary to 
40 annually provide a statement of the beneficiary's income received as compensation for services, 
41 including fees , commissions, or similar items, income received from business, and benefits 
42 received from the Social Security Administration, the federal Veterans Administration, any other 
43 federal agency, under the North Carolina Workers' Compensation Act, or under the provisions of 
44 G.S. I 27 A-108. The benefit payable to a beneficiary who does not or refuses to provide the 
45 information requested within 60120 days after such request shall not be paid a benefit may be 
46 suspended until the information so requested is provided, and should such refusal or failure to 
47 provide such information continue for ~180 days after such request the right of a beneficiary to 
48 a benefit under the Article may be terminated." 
49 SECTION 22. If any provision of this act or its application is held invalid, the 
50 invalidity does not affect other provisions or applications of this act that can be given effect 
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1 without the invalid provisions or application, and to this end the provisions of this act are 
2 severable. 
3 SECTION 23. Except as otherwise provided, this act is effective when it becomes 
4 law . 

• 

• 
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House Committee on Pensions and Retirement 
Tuesday, June 21, 2016 at 10:00am 

Room 415 LOB 

MINUTES 

The House Committee on Pensions and Retirement met on Tuesday, June 21 , 2016 at 10:00 am 
in Room 415 of the Legislative Office Building. Representatives McNeill, Ross, Michaux, L. 
Bell, Bishop, Elmore, Gill, Holley, Hurley, and Langdon attended. 

Representative Allen McNeill presided and called the meeting to order at 10:00. He introduced 
the Sergeant at Arms staff and the pages. 

Chairman McNeill recognized Representative Horn to present HB 1135-Retirement Credits for 
Peace Corps Service. Representative Horn explained the bill. There was some discussion and 
Representatives Bishop, Elmore, and Hurley asked questions of staff. Mr. David V anderwiede 
from the Legislative Analysis Division answered these questions. 

Chairman McNeill allowed public comment and Mr. Loren Hintz spoke in favor of the bill. 
Representative Langdon motioned for a favorable report. The motion passed. 

Chairman McNeill then recognized Representative Fraley to explain HB 1088 Allow Election 
Day Service-Retired LEO's. Representative Fraley explained the bill. There was no discussion 
and Representative Bishop motioned for a favorable report. The motion passed. 

There being no further business, Chairman McNeill adjourned the meeting at 10:20am. 

Respectfully submitted, 

£ma~ 7-( - ((p 
Representative Allen McNeill , Chair Laura Sullivan, Committee Clerk 
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om: 
nt: 

To: 

Cc: 

Subject: 

Attachments: 

Laura Spratley (Rep. Stephen Ross) 
Monday, June 20, 2016 07:02 PM 
Rep. Grier Martin; Rep. Craig Horn; Rep. Jon Hardister; Rep. Graig Meyer; Rep. Bert 
Jones; Rep. Rena Turner; Rep. John Fraley; Rep. John Bradford 
Sylvia Hammons (Rep. Grier Martin); Pattie Fleming (Rep. Craig Horn); Jayne Nelson 
(Rep. Jon Hardister); Daphne Quinn (Rep. Graig Meyer); Brenda Olis (Rep. Bert Jones); 
Barbara Gaiser (Rep. Rena Turner); Carol Wakely (Rep. John Fraley); Anita Spence (Rep. 
John Bradford) 
<NCGA> House Pensions and Retirement Committee Meeting Notice for Tuesday, June 
21, 2016 at 10:00 AM 
Add Meeting to Calendar_LINC_.ics 

NORTH CAROLINA HOUSE OF REPRESENTATIVES 
COMMITTEE MEETING NOTICE 

AND 
BILL SPONSOR NOTIFICATION 

2015-2016 SESSION 

au are hereby notified that the House Committee on Pensions and Retirement will meet as follows: 

DAY & DATE: Tuesday, June 21 , 2016 
10:00 AM TIME: 

LOCATION: 415 LOB 
COMMENTS: Representative Ross will chair. 

The following bills will be considered: 

BILL NO. 
HB 1135 

HB 1088 

• 

SHORT TITLE 
Retirement Credits for Peace Corps 
Service. 

Allow Election Day Service - Retired 
LEOs. 

1 

SPONSOR 
Representative Meyer 
Representative Hom 
Representative G. Martin 
Representative Hardister 
Representative Fraley 
Representative Jones 
Representative R. Turner 
Representative Bradford 
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• 
Respectfully, 

Representative Allen McNeill, Co-Chair 
Representative Stephen M. Ross, Co-Chair 

I hereby certify this notice was filed by the committee assistant at the following offices at 7:01 PM on Monday, 
June 20, 2016. 

_ Principal Clerk 
_ Reading Clerk - House Chamber 

Laura Spratley (Committee Assistant) 
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House Committee on Pensions and Retirement 
Tuesday, June 21, 2016, 10:00 AM 

415 Legislative Office Building 

AGENDA 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. 
HB 1135 

HB 1088 

Presentations 

Other Business 

Adjournment 

SHORT TITLE 
Retirement Credits for Peace Corps 
Service. 

Allow Election Day Service - Retired 
LEOs. 

SPONSOR 
Representative Meyer 
Representative Hom 
Representative G. Martin 
Representative Hardister 
Representative Fraley 
Representative Jones 
Representative R. Turner 
Representative Bradford 
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Rep. McNeill X X X X 

Rep. Ross X X X X 

Rep. Michaux X X X X 

Rep. L. Bell X X X X 

Rep. Bishop X X X X 

Rep. Blust A A A A 

Rep. Elmore X X X X 

Rep. Gill X X X X 

Rep. Holley X X X X • Rep. Hurley X X X X 

Rep. Lambeth A X X A 

Rep. Langdon X X X X 

Rep. Waddell X X X A 

Staff 

Clerk: Laura Sullivan X X X X 

Clerk: Laura Spratley X X X X 

Tawanda Foster X X X X 

Lanier McRee A A A A 

Theresa Matula X X X X 

David Vanderweide X X X X 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

HOUSE BILL 1135 
1 

Short Title: Retirement Credits for Peace Corps Service. (Public) 

Sponsors: Representatives Meyer, Horn, G. Martin, and Hardister (Primary Sponsors). 
For a complete list of sponsors, refer to the North Carolina General Assembly web site. 

Referred to: Pensions and Retirement 

May 23 , 2016 

A BILL TO BE ENTITLED 
AN ACT TO ALLOW FOR THE PURCHASE OF CREDITABLE SERVICE IN THE STATE 

RETIREMENT SYSTEMS AT FULL COST FOR PEACE CORPS VOLUNTEER 
SERVICE. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 135-4 is amended by adding a new subsection to read: 

"Dsl} Credit at Full Cost for Peace Corps Volunteer Service. - Notwithstanding any other 
provisions of this Chapter, a member, upon completion of five years of membership service, may 
purchase creditable service for periods of service as a Peace Corps volunteer or volunteer leader. 
The member shall purchase this service by making a lump sum amount payable to the Annuity 
Savings Fund equal to the full liability of the service credits calculated on the basis of the 
assumptions used for purposes of the actuarial valuation of the liabilities of the Retirement 
System; and the calcuiation of the amount payable shall take into account the retirement allowance 
arising on account of the additional service credit commencing at the earliest age at which the 
member could retire on an unreduced retirement allowance, as determined by the Board of 
Trustees upon the advice of the consulting actuary, plus an administrative fee to be set by the 
Board of Trustees. Creditable service purchased under this subsection shall not exceed a total of 
five years. Notwithstanding the foregoing provisions of this subsection that provide for the 
purchase of service credits, the terms "full cost," "full liability," and "full actuarial cost" include 
assumed annual post-retirement allowance increases, as determined by the Board of Trustees, from 
the earliest age at which a member could retire on an unreduced service allowance." 

SECTION 2. G.S. 128-26 is amended by adding a new subsection to read: 
"ill Credit at Full Cost for Peace Corps Volunteer Service. - Notwithstanding any other 

provisions of this Chapter, a member, upon completion of five years of membership service, may 
purchase creditable service for periods of service as a Peace Corps volunteer or volunteer leader. 
The member shall purchase this service by making a lump sum amount payable to the Annuity 
Savings Fund equal to the full liability of the service credits calculated on the basis of the 
assumptions used for purposes of the actuarial valuation of the liabilities of the Retirement 
System; and the calculation of the amount payable shall take into account the retirement allowance 
arising on account of the additional service credit commencing at the earliest age at which the 
member could retire on an unreduced retirement allowance, as determined by the Board of 
Trustees upon the advice of the consulting actuary, plus an administrative fee to be set by the 
Board of Trustees. Creditable service purchased under this subsection shall not exceed a total of 
five years. Notwithstanding the foregoing provisions of this subsection that provide for the 
purchase of service credits. the terms "full cost," "full liability," and "full actuarial cost" include 

11 1111 I 
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1 assumed annual post-retirement allowance increases, as determined by the Board of Trustees, from 
2 the earliest age at which a member could retire on an unreduced service allowance." 
3 SECTION 3. This act becomes effective July 1, 2016. • 

• 

• 
Page 2 House Bill 1135-First Edition 
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HOUSE BILL 1135: 
Retirement Credits for Peace Corps Service . 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Reps. Meyer, Horn, G. Martin, Hardister 
Analysis of: First Edition 

Date: May 27, 2016 
Prepared by: Tawanda N. Foster 

Committee Co-Counsel 

SUMMARY: House Bill 1135 would allow for the purchase of creditable service in the state 
retirement systems at full cost for Peace Corps volunteer service. 

CURRENT LAW: G.S. 135-4 provides the standards for the calculation of creditable service for use 
by the Teachers' and State Employees Retirement System. G.S. 128-26 provides the standards for 
allowances for service for retirement purposes for county, city, and town employees. 

BILL ANALYSIS: The bill adds a new sub-section to allow teacher and state employee members of 
the retirement system who have served as Peace Corps volunteers to purchase up to five years of 
creditable service by making a lump sum payment to the Annuity Savings Fund. The member must 
have completed at least five years in the retirement system to qualify under this sub-section. 

The bill also allows county, city, and town employee members of the retirement system who have served 

•

as Peace Corps volunteers to purchase up to five years of creditable service by making a lump sum 
ayment to the Annuity Savings Fund. The member must have completed at least five years in the 

retirement system to qualify under this sub-section. 

EFFECTIVE DATE: The bill would become effective July 1, 2016. 

K. Cochrane-Brown 
Director Ii II ~11111111111 ~IIII Ill 111111111111111! 111111 ~I ~I !Ill I 1111111 
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legislative Analysis 
Division 

919-733-25 78 
This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent. 
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BILL NUMBER: 

Session iOt:5 ,..,, 
--;; l f ;,_i:~ . 

Legislative-Retirement Note 

House Bill 1135 (First Edition) 

SHORT TITLE: 

SPONSOR(S): 

Retirement Credits for Peace Corps Service. 

Representatives Meyer, Hom, G. Martin, and Hardister 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts ; 
local government funds 

SYSTEM OR PROGRAM AFFECTED: Teachers ' and State Employees ' Retirement 
System (TSERS) and Local Governmental Employees' Retirement System (LGERS). 

BILL SUMMARY: The bill amends G.S. I 35-4 and G.S. 128-26 to allow purchase of creditable 
service in TSERS and LGERS for up to five years of Peace Corps volunteer service. Prior to 
making the purchase, the member must complete five years of membership service in TSERS or 
LGERS. The cost of the purchase is equal to the full liability for the service credits, calculated 
using the same assumptions used in the valuation except that the cost of the purchase assumes 
post-retirement cost-of-living increases. 

EFFECTIVE DATE: July I , 2016 

ESTIMATED IMPACT ON STATE: Both Buck Consultants, the System' s Actuary, and 
Hartman & Associates, the actuary for the General Assembly, estimate that the bill will have no 
material impact on the contribution rates or liabilities of any of the systems affected. 

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 December 31 , 2014 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
TSERS LGERS 

Active Members 
Count 307,313 123,184 
General Fund Compensation $9,865M 
Valuation Compensation (Total) $13,737M $5,652M 
Average Age 45 44 
Average Service I 0.7 10.3 

Jnactive Members 
Count I 34,871 55,298 

Retired Members 

House Bill 1135 (First Edition) 



Count 194,607 60,408 
Annual Benefits $4,058M $1 ,109M 
Average Age 70 68 
New Retirees During 2015 11 ,400 4,100 

Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
TSERS LGERS 

Accrued Liability (AL) $67,715M Not meaningful 
Actuarial Value of Assets (AVA) $64,734M $22,682M 
Market Value of Assets (MVA) $64,587M $22,745M 
Unfunded Accrued Liability (AL - AVA) $2,981 M Not meaningful 
Funded Status (AVA I AL) 96% Not meaningfu l 
Annual Required Contribution (ARC) for 9.48% (new 7.25% 
FY 2016-17 (as% of pay) assumptions) (non-LEO) 
Assumed Rate of Investment Return 7.25% 7.25% 
Salary Increase Assumption (includes 3.50% - 6.86% 3.50%- 6.71% 
3.50% inflation and productivity) 
Cost Method Entry Age Normal Frozen Entry Age 
Amortization 12 year, closed, Not applicable 

flat$ 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 
projection of future mortality improvement with scale MP-2015 

Benefit Provisions 
TSERS LGERS 

Formula 1.82% x Service 1.85% x Service 
x 4 Year Avg Pay x 4 Year Avg Pay 

Unreduced retirement age/service Any/30; 60/25; Any/30; 60/25; 
65 (55 for LE0)/5 65 (55 for LE0)/5 

Employee contribution (as% of pay) 6% 6% 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DAT A: 

Buck Consultants, "Retirement Credits for Peace Corp Service - House Bill 1135", May 24, 2016, 
original of which is on file in the General Assembly's Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 1135: An Act to Allow for the Purchase of Credit in the 
State Retirement Systems at Full Cost for Peace Corps Volunteer Service", May 23, 2016, original 
of which is on file in the General Assembly's Fiscal Research Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

House Bill 1135 (First Edition) 2 

• 

• 

• 



• 

• 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

DATE: May 27, 2016 

David Vanderweide 

Signed Copy Located in the NCGA Principal Clerk's Offices 

House Bill 1135 (First Edition) 3 
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GENERAL ASSEMBLY OF NORTH CAROLINA 
SESSION 2015 

HOUSE BILL 1088 
Committee Substitute Favorable 6/15/16 

2 

Short Title: Allow Election Day Service - Retired LEOs. (Public) 

Sponsors: 

Referred to : 

Mayll , 2016 

A BILL TO BE ENTITLED 
AN ACT TO ALLOW RETIRED LAW ENFORCEMENT OFFICERS TO BE EMPLOYED BY 

A COUNTY BOARD OF ELECTIONS FOR ELECTION DAY SERVICE WITHOUT 
CAUSING THE SUSPENSION OF THE RETIRED OFFICERS' SPECIAL SEPARATION 
ALLOWANCE. 

The General Assembly of North Carolina enacts: 
SECTION 1. G.S. 143-166.42 reads as rewritten: 

"§ 143-166.42. Special separation allowances for local officers. 
(a) On and after January 1, 1987, every sworn law enforcement officer as defined by 

G.S. 128-21 (11 d) or G.S. 143-l 66.50(a)(3) employed by a local government employer who 
qualifies under this section shall receive, beginning in the month in which the officer retires on a 
basic service retirement under the provisions of G.S. 128-27(a), 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 the officer for each year of creditable service. The 
allowance shall be paid in equal installments on the payroll frequency used by the employer. To 
qualify for the allowance, the officer shall : 

(1) Have (i) completed 30 or more years of creditable service or (ii) have attained 
55 years of age and completed five or more years of creditable service; and 

(2) Not have attained 62 years of age; and 
(3) Have completed at least five years of continuous service as a law enforcement 

officer as herein defined immediately preceding a service retirement. Any break 
in the continuous service required by this subsection because of disability 
retirement or disability salary continuation benefits shall not adversely affect an 
officer's qualification to receive the allowance, provided the officer returns to 
service within 45 days after the disability benefits cease and is otherwise 
qualified to receive the allowance. 

(b) As used in this section, "creditable service" means the service for which credit is 
allowed under the retirement system of which the officer is a member, provided that at least fifty 
percent (50%) of the service is as a law enforcement officer as herein defined. 

(c) Payment to a retired officer under the provisions of this section shall cease at the first 
of: 

(I) The death of the officer; 
(2) The last day of the month in which the officer attains 62 years of age; or 
(3) The first day of reemployment by a local government employer in any capacity. 

{£1} Notwithstanding the provisions of subdiYision (3) subdivision (c)(3) of this 
subsection,section, a local government employer may employ retired officers in a public safety 
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pos1t1on in a capacity not requ1nng participation in the Local Governmental Employees' 
Retirement System, any of the following capacities, and doing so shall not cause payment to cease 
to those officers under the provisions of this section.section: • 

ill In a public safety position in a capacity not requiring participation in the Local 
Governmental Employees' Retirement System. 

ill In connection with election day service for the county board of elections. 
(d) This section does not affect the benefits to which an individual may be entitled from 

State, local, federal, or private retirement systems. The benefits payable under this section shall 
not be subject to any increases in salary or retirement allowances that may be authorized by local 
government employers or for retired employees of local governments. 

(e) The governing body of each local employer shall determine the eligibility of 
employees for the benefits provided herein. 

(f) The governing body of each local employer shall make the payments set forth in 
subsection (a) of this section to those persons certified under subsection (e) of this section from 
funds available." 

SECTION 2. This act is effective when it becomes law. 

Page 2 House Bill 1088-Second Edition 
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• HOUSE BILL 1088: 
Allow Election Day Service - Retired LEOs. 

2016-2017 General Assembly 

Committee: House Pensions and Retirement 
Introduced by: Reps. Fraley, Jones, R. Turner, Bradford 
Analysis of: Second Edition 

Date: June 20, 2016 
Prepared by: Theresa Matula 

Committee Staff 

SUMMARY: House Bill 1088 authorizes retired law enforcement officers to work/or a county board 
of elections in election day service, with no effect on their special separation allowance benefit. 

CURRENT LAW: 

Retired local law enforcement officers who qualify are entitled to a special separation allowance benefit 
under G.S. 143-166.42. Currently, the separation allowance ceases on the first day the retired officer is 
reemployed by a local government, unless that retired officer is re-employed in a public safety position 
not requiring participation in the Local Government Employees' Retirement System. 

G.S. 163-33 provides that the powers and duties of a county board of elections includes the appointment 
all chief judges, judges, assistants, and other officers of elections. G.S. 163-46 sets forth the amounts 
that are to be paid by the counties for the services of the chief judges, judges, assistants and ballot 
counters. For administering the election, chief judges, judges, and assistants are paid the State minimum 

• 
wage for their services. For appearances on canvass day, chief judges receive $20, and judges $15. Each 
are paid $15 for attending instructional meetings required under the law. The State minimum wage is 
$6.15 per hour, as set by G.S. 95-25.3. 

BILL ANALYSIS: 

House Bill 1088 would allow a retired a law enforcement officer to be employed by a county board of 
elections in connection with any election day service, without impacting his or her special separation 
allowance benefit. 

EFFECTIVE DATE: House Bill 1088 would become effective when it becomes law. 

* Erika Churchill, staff to House Local Government, substantially contributed to this summary . 

• en Cochrane-Brown 
Director 11111111111111111111111 
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BILL NUMBER: 

SHORT TITLE: 

SPONSOR(S): 

Sessfon.1015 

Legislative"Rei?lernent Note 

House Bill 1088 (First Edition) 

Allow Election Day Service - Retired LEOs. 

Representatives Fraley, Jones, R. Turner, and Bradford 

FUNDS AFFECTED: Local government funds 

SYSTEM OR PROGRAM AFFECTED: Local Governmental Employees' Retirement 
System (LGERS), Special Separation Allowance for Local Officers. 

BILL SUMMARY: House Bill 1088 (First Edition) amends G.S. 143-166.42 concerning special 
separation allowances for local law-enforcement officers (LEOs), making organizational and 
clarifying changes and also adding language that allows a retired officer to be employed by county 
boards of elections in connection to Election Day service without suspending the retired officers' 
special separation allowance. The special separation allowance is a benefit of 0.85% of 
compensation times years of creditable service that is paid by the local government between 
unreduced retirement and age 62. 

EFFECTIVE DATE: The bill is effective when it becomes law. 

ESTIMATED IMPACT ON STATE: 

Buck Consultants, the actuary for the Retirement Systems, notes that there is no data available 
which will allow an estimate of the potential number of individuals eligible to receive the 
allowance that might avail them of the employment opportunity, nor is there data available on the 
suspension of current separation allowances due to Election Day service. However, they estimate 
that the average monthly separation allowance for those whose monthly allowance is less than a 
month of employment at the N.C. minimum wage ($7.25 per hour) is $840, so they estimate that in 
the first year, the amount paid in separation allowances would increase by $840 times the number 
of recipients performing Election Day service. 

Hartman & Associates, the actuary for the General Assembly, estimates that the bill will have a 
negligible impact on the amount paid in special separation allowances. 

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 December 31 , 2014 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

House Bill 1088 (First Edition) 



Membership Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
LGERS 

Active Members 
Count I 23 ,184 

(20,633 are LEOs) 
General Fund Compensation 
Valuation Compensation (Total) $5 ,652M 
Average Age 44 
Average Service 10.3 

Inactive Members 
Count 55 ,298 

Retired Members 
Count 60,408 

(9,238 were LEOs) 
Annual Benefits $1 ,109M 
Average Age 68 
New Retirees During 2015 4,100 

Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
LGERS 

Accrued Liability (AL) Not meaningful 
Actuarial Value of Assets (A VA) $22,682M 
Market Value of Assets (MVA) $22,745M 
Unfunded Accrued Liability (AL - A VA) Not meaningful 
Funded Status (AVA / AL) Not meaningful 
Annual Required Contribution (ARC) for FY 2016-17 (as 7.25% 
% of pay) (non-LEO) 
Assumed Rate of lnvestment Return 7.25% 
Salary Increase Assumption (includes 3.50% inflation and 3.50% - 6.71 % 
productivity) 
Cost Method Frozen Entry Age 
Amortization Not applicable 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 
projection of future mortality improvement with scale MP-2015 

Benefit Provisions 
LGERS 

Formula 1 .85% x Service 
x 4 Year Avg Pay 

Unreduced retirement age/service Any/30; 60/25 ; 
65 (55 for LE0)/5 

Employee contribution (as % of pay) 6% 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

House Bill 1088 (First Edition) 
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SOURCES OF DATA: 

Buck Consultants, "Allow Election Day Service - Retired LEOs - House Bill 1088", June 7, 2016, 
original of which is on file in the General Assembly' s Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill I 088: An Act to Allow Retired Law Enforcement 
Officers to be Employed For Election Day Service Without Causing Suspension of the Separation 
Allowance", June 3, 2016, original of which is on file in the General Assembly' s Fiscal Research 
Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 

Mark Trogdon, Director 
Fiscal Research Divi sion 

DATE: June 8, 2016 

David Vanderweide 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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House Committee on Pensions and Retirement 
Thursday, June 30, 2016 at 8:30 AM 

Room 415 of the Legislative Office Building 

MINUTES 

The House Committee on Pensions and Retirement met at 8:30 AM on June 30, 2016 in Room 
415 of the Legislative Office Building. Representatives Bishop, Elmore, Gill, Holley, Hurley, 
Lambeth, Langdon, McNeill, Michaux, Ross, and Waddell attended. 

Representative Stephen M. Ross, Chair, presided. 

The following bills were considered: 

Representative McNeill presented SB 886 Retirement Amendments on behalf of Senators 
Wells and Apodaca. A proposed committee substitute was presented to the committee. 
Representative Langdon motioned to have the committee substitute heard. Representative 
Michaux asked a questioned regarding section 4 of the bill which was answered by Sam Watts of 
the Treasurer's office. Tim Bradley of the North Carolina State Fireman Association spoke from 
the public in favor of the bill. Representative Waddell motion for a favorable report to the 
proposed committee substitute, unfavorable to the original bill and the bill was passed by the 
committee. 

The meeting adjourned at 9:00am. 
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House Committee on Pensions and Retirement 
Wednesday, June 29, 2016, 8:30 AM 

415 Legislative Office Building 

Welcome and Opening Remarks 

Introduction of Pages 

Bills 

BILL NO. SHORT TITLE 
SB 886 Retirement Amendments. 

Presentations 

Other Business 

Adjournment 

AGENDA 

SPONSOR 
Senator Wells 
Senator Apodaca 
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NORTH CAROLINA GENERAL ASSEMBLY 
HOUSE OF REPRESENTATIVES 

PENSIONS AND RETIREMENT COMMITTEE REPORT 
Representative Allen McNeill, Co-Chair 

Representative Stephen M. Ross, Co-Chair 

FAVORABLE HOUSE COM SUB, UNFAVORABLE SENATE COM SUB 

SB 886 (CS#l) Retirement Amendments. 
Draft Number: S886-PCS 15404-SH-80 
Serial Referral : None 
Recommended Referral: None 
Long Title Amended: Yes 
Floor Manager: McNeil! 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 2015 

SENATE BILL 886 
Pensions & Retirement and Aging Committee Substitute Adopted 6/24/16 

Third Edition Engrossed 6/27/16 
PROPOSED HOUSE COMMITTEE SUBSTITUTE S886-CSSH-80 [v.3] 

06/29/2016 08:52:39 PM 

D 

Short Title: Retirement Amendments. (Public) 

Sponsors: 

Referred to: 

May 23, 2016 

1 A BILL TO BE ENTITLED 
2 AN ACT TO HONOR CAPTAIN BRADLEY LONG AND ALL FUTURE FIREFIGHTERS 
3 AND RESCUE SQUAD WORKERS KILLED IN THE LINE OF DUTY BY AMENDING 
4 THE NC FIREFIGHTERS' AND RESCUE SQUAD WORKERS' PENSION FUND TO 
5 PROVIDE A SURVIVORSHIP BENEFIT FOR MEMBERS KILLED IN THE LINE OF 
6 DUTY; TO CONSOLIDATE PUBLIC RECORDS LAWS RELATING TO RETIREMENT; 
7 AND TO MAKE OTHER RETIREMENT AND ADMINISTRATIVE CHANGES. 
8 The General Assembly of North Carolina enacts: 
9 SECTION 1.(a) G.S. 58-86-2 is amended by adding a new subdivision to read: 

10 ".(2fil "Killed in the line of duty" has the same meaning as in G.S. 143-166.2(c)." 
11 SECTION 1.(b) G.S. 58-86-55 is amended by adding a new subsection to read: 
I 2 "(QJ_} Benefits shall be paid in the following manner when a member is killed in the line of 
I 3 duty and the requirements of Article 12A of Chapter I 43 of the General Statutes are met: 
14 ill If the member had been receiving a monthly pension fund benefit prior to being 
15 killed in the line of duty, there shall be paid to the member's principal 
16 beneficiary, if only one principal beneficiary is eligible, an amount of one 
17 hundred seventy dollars ($170.00) per month beginning the month following 
18 the member's month of death, payable until the beneficiary's death. 
19 ill If the member had been receiving a monthly pension fund benefit prior to being 
20 killed in the line of duty and the beneficiary is not payable as described in 
21 subdivision (1) of this subsection, a lump sum payment equal to the difference 
22 between the amount paid into the member's separate account by or on behalf of 
23 the member and the amount received by the member as a pensioner will be paid 
24 to the eligible beneficiaries, or if there are no eligible beneficiaries, shall be 
25 paid to the member's estate. 
26 ill If the member had not yet begun receiving a monthly benefit prior to being 
27 killed in the line of duty, there shall be paid to the member's principal 
28 beneficiary, if only one principal beneficiary is eligible, an amount of one 
29 hundred seventy dollars ($170.00) per month beginning the month following 
30 the month the member would have attained age 55, or if the member had 
31 already attained age 55, beginning the month following the member's month of 
32 death, payable until the beneficiary's death . 
33 ill If the member had not begun receiving a monthly benefit prior to being killed 
34 in the line of duty and the beneficiary is not payable as described in subdivision 
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General Assembly Of North Carolina Session 2015 

(3) of this subsection, a lump sum payment equal to the member's contributions 
will be paid to the eligible beneficiaries, or if there are no eligible beneficiaries, 
a return of the contributions shall be paid to the member's estate. 

A beneficiary under this subsection shall not be required to make the monthly payment of ten 
dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed 
in the line of duty." 

SECTION 1.(c) G.S. 58-86-60 reads as rewritten: 
"§ 58-86-60. Payments in lump sums. 

The board shall direct payment in lump sums from the fund in the following cases: 
(1) To any firefighter or rescue squad worker upon the attaining of the age of 55 

years, who, for any reason, is not qualified to receive the monthly retirement 
pension and who was enrolled as a member of the fund , an amount equal to the 
amount paid into the fund by him. This provision shall not be construed to 
preclude any active firefighter or rescue squad worker from completing the 
requisite number of years of active service after attaining the age of 55 years 
necessary to entitle the firefighter or rescue squad worker to the pension. 

(2) If any firefighter or rescue squad worker diesdies, except if the individual is 
killed in the line of duty, before attaining the age at which a pension is payable 
to the firefighter or rescue squad worker under the provisions of this Article, 
there shall be paid to his or her surYiYing spouse, or if there be no surYiYing 
spouse, to the person responsible for his or her child or children, or if there be 
no surYiving spouse or children, then to his or her heirs at law as rnay be 
determined by the board or to his or her estate, if it is administered and there are 
no heirs,to the person or persons designated by the member, or if the member 
has not designated a beneficiary, to the surviving spouse of the deceased 
member, or if not survived by a designated beneficiary or spouse, to the 
deceased member's legal representative, an amount equal to the amount paid 
into the member's separate account by or on behalf of the said firefighter or 
rescue squad worker. 

(3) If any firefighter or rescue squad worker diesdies, except if the individual is 
killed in the line of duty, after beginning to receive the pension payable to the 
firefighter or rescue squad worker by this Article, and before receiving an 
amount equal to the amount paid into the fund by him or her, there shall be paid 
to his or her surYiYing spouse, or if there be no surYiving spouse, then to the 
person responsible for his or her child or children, or if there be no surviving 
spouse or children, then to his or her heirs at law as rna)' be determined by the 
board or to his or her estate, if it is administered and there are no heirs,to the 
person or persons designated by the member, or if the member has not 
designated a beneficiary, to the surviving spouse of the deceased retired 
member, or if not survived by a designated beneficiary or spouse, to the 
deceased retired member's legal representative, an amount equal to the 
difference between the amount paid into the member's separate account by or 
on behalf of the said firefighter or rescue squad worker and the amount received 
by him or her as a pensioner. 

(4) Any member who withdraws from the fund shall, upon proper application, be 
paid all moneys without accumulated earnings on the payments after the time 
they were made. A member may not purchase time under G.S. 58-86-45 for 
which he or she has received a refund." 

SECTION 1.(d) G.S. 58-86-55 is amended by adding a new subsection to read : 
"(d2) Benefits shall be paid in the following manner when a member is killed in the line of 

duty and the requirements of Article 12A of Chapter I 43 of the General Statutes are met: 
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1 ill If the member had been receiving a monthly pension fund benefit prior to being 
2 killed in the line of duty, there shall be paid to the member's spouse an amount 

• 3 of one hundred seventy dollars ($170.00) per month beginning the month 
4 following the member's month of death, payable until the spouse's death. 
5 ill If the member had been receiving a monthly pension fund benefit prior to being 
6 killed in the line of duty and the spouse is not payable as described in 
7 subdivision (]) of this subsection, a lump sum payment equal to the difference 
8 between the amount paid into the member's separate account by or on behalf of 
9 the member and the amount received by the member as a pensioner will be paid 

l O to the member's estate. 
11 ill If the member had not yet begun receiving a monthly benefit prior to being 
12 killed in the line of duty, there shall be paid to the member's spouse an amount 
13 of one hundred seventy dollars ($170.00) per month beginning the month 
14 following the month the member would have attained age 55, or if the member 
15 had already attained age 55, beginning the month following the member's 
16 month of death, payable until the spouse's death. 
17 ill If the member had not begun receiving a monthly benefit prior to being killed in 
18 the line of duty and the spouse is not payable as described in subdivision (3) of 
19 this subsection, a lump sum payment equal to the member's contributions will 
20 be paid to the eligible beneficiaries, or if there are no eligible beneficiaries, a 
21 return of the contributions shall be paid to the member's estate. 
22 A beneficiary under this subsection shall not be required to make the monthly payment of ten 
23 dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed 
24 in the line of duty." 
25 SECTION 1.(e) Section l(a) and l(d) become effective June 1, 2016, and apply to 
26 benefits paid when a member is killed in the line of duty on or after June l , 2016, but before July 
27 1, 2018. Section l (e) becomes effective June 1, 2016. Section l (b) and l (c) become effective July 
28 l , 2018, and apply to benefits paid when a member is killed in the line of duty on or after that 
29 date. 
30 SECTION l.(f) G.S. 58-86-55(d2) is repealed July 1, 2018. 
31 SECTION 2.(a) The February 5, 2008, Attorney General's advisory opinion entitled 
32 "Advisory Opinion: Confidentiality of Retirement Benefit Information; Session Law 2007-508" 
33 concluded that information about retirement benefits was intended to be included among those 
34 records required to be maintained for public inspection by each department, agency, institution, 
35 commission, and bureau of the State and that as a result the Retirement Systems Division of the 
36 Department of the State Treasurer makes that information available for public inspection and 
37 examination. The General Assembly finds that the interests of clarity require statutory language 
38 providing guidance to the Retirement Systems Division in determining and maintaining 
39 consistency as to what information should be made available about the retirement accounts of 
40 State and local employees. 
41 SECTION 2.(b) Article 1 of Chapter 135 of the General Statutes is amended by 
42 adding a new section to read: 
43 "§ 135-6.1. Member retirement record files held by the Retirement System. 
44 {fil The following definitions apply in this section: 
45 ill Employment-related information. -As defined in G.S. l 26-22(b)(3). 
46 ill Personal information. - As defined in G.S. 126-22(b)(3). 
47 ill Retirement file. - Any employment-related, retirement-related, or personal 
48 information of members in a State-administered retirement plan gathered by the 
49 Retirement Systems Division of the Department of State Treasurer. 
50 ill Retirement-related information. - Information including membership and 
51 service details, benefit payment information, and other information the 
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Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

{hl Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S . 135-6(p), G.S. 128-28(q), and subsections (c), (d), and (e) 
of this section. 

.{£)_ The following information regarding members and individuals in receipt of a recurring 
monthly benefit, if held by the Retirement System, is public and subject to subsection (d) of this 
section: 

ill Name. 
ill Age. 
ill Date of membership in the applicable Retirement System, first service earned 

date, date of first enrollment, date of first employment, and date ofretirement. 
ill The terms of any contract by which the member is employed whether written or 

oral, past and current, to the extent that the Retirement System has the written 
contract or a record of the oral contract in its possession. 

ill Current or most recently held position or title. 
.(fil Compensation and other relevant remuneration history and benefits paid. 
ill Date, general description, and type of each change and the corresponding 

employing agency. 
.(fil The office or station to which the member is currently assigned, if any. 
ffi The record of benefit payments made by one of the Retirement Systems or 

Disability Benefits Programs administered by the Department of State 
Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
member. 

Ll..Q} Purchases of educational leave. 
@ Subject only to rules and policies for the safekeeping of member retirement files 

adopted by the Board of Trustees, every person having custody of the retirement file information 
outlined in subsection (b) of this section shall permit the information to be inspected and examined 
and copies thereof made by any person during regular business hours. Any person who is denied 
access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
right to compel compliance with the provisions of this section by application to a court of 
competent jurisdiction for a writ of mandamus or other appropriate relief. 

.{£)_ The Retirement Systems Division of the Department of State Treasurer may disclose 
the name and mailing address of former State employees, former public school employees, or 
former community college employees to domiciled, nonprofit organizations representing I 0,000 
or more retired State government, local government, or public school employees. 

ill All information other than the information listed in subsection (c) of this section 
contained in a retirement file is confidential and not open for inspection and examination except to 
the following persons: 

ill The member, or the member's authorized agent, who may examine his or her 
own retirement file, except for any information concerning a medical disability, 
mental or physical, that a prudent physician would not divulge to a patient. A 
member's medical record may be disclosed to a licensed physician in writing by 
the member. 
A member of the General Assembly who may inspect and examine records 
undertheauthorityofG.S.120-19. 

ill A party by authority of a proper court order may inspect and examine a 
particular confidential portion of a member's retirement file . 

.(g} Any public official or employee who knowingly and willfully permits any person to 
have access to or custody or possession of any portion of a retirement file designated as 
confidential by this section, unless the person is one specifically authorized by this section to have 
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I access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
2 conviction shall only be fined in the discretion of the court but not in excess of five hundred 

• 3 dollars ($500.00) . 
4 fhl Any person not specifically authorized by this section to have access to a retirement 
5 file designated as confidential by this section. who knowingly and willfully examines, removes, or 
6 copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
7 conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
8 ($500.00)." 
9 SECTION 2.(c) Article 3 of Chapter 128 of the General Statutes is amended by 

10 adding a new section to read: 
11 "§ 128-33.1. Public records held by the Retirement System. 
12 ffil The following definitions apply in this section: 
13 ill Employment-related information. - As defined in G.S . 126-22(b)(3). 
14 ill Personal information. - As defined in G.S. 126-22(b)(3). 
15 ill Retirement file. - Any employment-related, retirement-related, or personal 
16 information of members in a State-administered retirement plan gathered by the 
17 Retirement Systems Division of the Department of State Treasurer. 
18 ill Retirement-related information. - Information including membership and 
19 service details, benefit payment information, and other information the 
20 Retirement Systems Division of the Department of State Treasurer deems 
21 necessary to administer a retirement plan. 
22 {hl Member retirement files are not subject to inspection and examination as authorized by 
23 G.S . 132-6 except as provided in G.S. l 35-6(p), G.S. 128-28(9), and subsections (c). (d), and (e) 
24 of this section. 

• 25 {£l The following information regarding members and individuals in receipt of a recurring 
26 monthly benefit, if held by the Retirement System, is public subject to subsection (d) of this 
27 section : 
28 Name. ill 

ill 29 Age. 

ill 30 Date of membership in the applicable Retirement System, first service earned 
31 date, date of first enrollment, date of first employment, and date of retirement. 

ill 32 The terms of any contract by which the member is employed whether written or 
33 oral, past and current, to the extent that the Retirement System has the written 
34 contract or a record of the oral contract in its possession. 

ill 35 Current or most recently held position or title. 
36 Compensation and other relevant remuneration history and benefits paid . .(fil 
37 Date. general description, and type of each change and the corresponding ill 
38 employing agency. 

ill 39 The office or station to which the member is currently assigned, if any. 
.{22 40 The record of benefit payments made by one of the Retirement Systems or 

41 Disability Benefits Programs administered by the Department of State 
42 Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
43 member. 
44 Q_Q} Purchases of educational leave. 
45 @ Subject only to rules and policies for the safekeeping of member retirement files 
46 adopted by the Board of Trustees, every person having custody of the retirement file information 
47 outlined in subsection (b) of this section shall permit the information to be inspected and examined 
48 and copies thereof made by any person during regular business hours. Any person who is denied 
49 access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
50 right to compel compliance with the provisions of this section by application to a court of 
51 competent jurisdiction for a writ of mandamus or other appropriate relief. 

S886-CSSH-80 [v.3] Senate Bill 886 Page 5 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

General Assembly Of North Carolina Session 2015 

w The Retirement Systems Division of the Department of State Treasurer may disclose 
the name and mailing address of former State employees, former public school employees, or 
former community college employees to domiciled, nonprofit organizations representing 10,000 
or more retired State government, local government, or public school employees. 

ill All information other than the information listed in subsection (c) of this section 
contained in a retirement file is confidential and not open for inspection and examination except to 
the following persons: 

ill The member, or the member's authorized agent, who may examine his or her 
own retirement file, except for any information concerning a medical disability, 
mental or physical, that a prudent physician would not divulge to a patient. A 
member's medical record may be disclosed to a licensed physician in writing by 
the member. 

ill A member of the General Assembly who may inspect and examine records 
under the authority of G.S. 120-19. 

ill A party by authority of a proper court order may inspect and examine a 
particular confidential portion of a member's retirement file. 

{g) Any public official or employee who knowingly and willfully permits any person to 
have access to or custody or possession of any portion of a retirement file designated as 
confidential by this section, unless the person is one specifically authorized by this section to have 
access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
conviction shall only be fined in the discretion of the court but not in excess of five hundred 
dollars ($500.00). 

{hl Any person not specifically authorized by this section to have access to a retirement 
file designated as confidential by this section, who knowingly and willfully examines, removes, or 
copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
($500.00)." 

SECTION 2.(d) G.S. 126-22 reads as rewritten: 
"§ 126-22. Personnel files not subject to inspection under§ 132-6. 

(a) Except as provided in G.S. 126-23 and G.S. 126-24, personnel files of State employees 
shall not be subject to inspection and examination as authorized by G.S. 132-6. 

(b) For purposes of this Article the following definitions apply: 
(1) "Employee" means any current State employee, former State employee, or 

applicant for State employment. 
(2) "Employer" means any State department, university, division, bureau, 

commission, council , or other agency subject to Article 7 of this Chapter. 
(3) "Personnel file" means any employment-related or personal information 

gathered by an employer, the Retirement 8)'Stems Division of the Department 
of State Treasurer, employer or by the Office of State Human Resources. 
Employment-related information contained in a personnel file includes 
information related to an individual's application, selection, promotion, 
demotion, transfer, leave, salary, contract for employment, benefits, suspension, 
performance evaluation, disciplinary actions, and termination. Personal 
information contained in a personnel file includes an individual's home address, 
social security number, medical history, personal financial data, marital status, 
dependents, and beneficiaries. 

(4) "Record" means the personnel information that each employer is required to 
maintain in accordance with G.S. 126-23. 

(c) Personnel files of former State employees who have been separated from State 
employment for 10 or more years may be open to inspection and examination except for papers 
and documents relating to demotions and to disciplinary actions resulting in the dismissal of the 
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employee and personnel files maintained by the Retirement Systems Division of the Department 
of State Treasurer.employee. Retirement files maintained by the Retirement Systems Division of 
the Department of State Treasurer shall be made public pursuant to G.S. 128-33.1 and 
G.S. 135-6.1. 

W Notwithstanding any provision of this section to the contrary, the Retirement Systems 
Division of the Department of State Treasurer may disclose the name and mailing address of 
former State employees to domiciled, nonprofit organizations representing 10,000 or more retired 
State goyemment, local goYernment, or public school employees." 

SECTION 2.(e) G.S. l 15C-32l(bl) is repealed. 
SECTION 2.(f) G.S. l 15D-29(c) is repealed. 
SECTION 2.(g) G.S. 153A-98(c3) is repealed. 
SECTION 2.(h) G.S. l 60A-168(c3) is repealed. 
SECTION 3.(a) G.S. 135-10.1 reads as rewritten: 

"§ 135-10.1. Failure to respond. 
If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 

or Form 7-E are mailed ,transmitted to the member, or if a member fails to respond within 120 
days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
and void; the retirement system shall not be liable for any benefits due on account of the voided 
application, and a new application must be filed establishing a subsequent effective date of 
retirement. If an applicant for disability retirement fails to furnish requested additional medical 
information within 90 days following such request, the application shall be declared null and void 
under the same conditions outlined above, unless the applicant is eligible for early or service 
retirement in which case the application shall be processed accordingly, using the same effective 
date as would have been used had the application for disability retirement been approved. The 
Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
extend the 120-day limitation provided for in this section when a member has suffered 
incapacitation such that a reasonable person would not have expected the member to be able to 
complete the required paperwork within the regular deadline, or when an omission by the 
Retirement Systems Division prevents the member from having sufficient time to meet the regular 
deadline." 

SECTION 3.(b) G.S. 128-32.1 reads as rewritten: 
"§ 128-32.1. Failure to respond. 

If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 
or Form 7-E are mailed ,transmitted to the member, or if a member fails to respond within 120 
days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
and void ; the retirement system shall not be liable for any benefits due on account of the voided 
application, and a new application must be filed establishing a subsequent effective date of 
retirement. If an applicant for disability retirement fails to furnish requested additional medical 
information within 90 days following such request, the application shall be declared null and void 
under the same conditions outlined above, unless the applicant is eligible for early or service 
retirement in which case the application shall be processed accordingly, using the same effective 
date as would have been used had the application for disability retirement been approved. The 
Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
extend the 120-day limitation provided for in this section when a member has suffered 
incapacitation such that a reasonable person would not have expected the member to be able to 
complete the required paperwork within the regular deadline, or when an omission by the 
Retirement Systems Division prevents the member from having sufficient time to meet the regular 
deadline." 

SECTION 4. G.S. 147-79(a) reads as rewritten: 
"(a) The amount of funds deposited by the State Treasurer in an official depository shall be 

adequately secured by deposit insurance, surety bonds, letters of credit issued by a Federal Home 
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Loan Bank, or investment securities of such nature, in such amounts, and in such manner, as may 
be prescribed by rule or regulation of the State Treasurer with the approval of the Governor and 
Council of State. No security is required for the protection of funds remitted to and received by a 
bank or trust company designated by the State Treasurer under G.S. 142-1 and acting as paying 
agent for the payment of the principal of or interest on bonds or notes of the State." 

SECTION 5. The Board of Trustees of the Local Governmental Employees' 
Retirement System shall develop a "State Contribution Rate Stabilization Policy" for the North 
Carolina Firefighters' and Rescue Squad Workers' Pension Fund and report it to the Office of State 
Budget and Management and the Fiscal Research Division on or before March 1, 2017. 

SECTION 6.(a) G.S. I 35-6(b) reads as rewritten: 
"(b) Membership of Board; Terms. - The Board shall consist of the following 13 members, 

as follo 1Ns:members: 
(I) 
(2) 

ill 
~ill 

The State Treasurer, ex officio;officio. 
The Superintendent of Public Instruction, ex officio;officio. 
The Director of the Office of State Human Resources, ex officio. 
N-ifleEight members to be appointed by the Governor and confirmed by the 
Senate of North Carolina. One of the appointive members shall be a member of 
the teaching profession of the State; one of the appointiYe members shall be a 
representatiYe of higher education appointed by the GoYernor for a term of four 
years commencing July 1, 1969, and quadrennially thereafter; .one of the 
appointive members shall be a retired teacher who is drawing a retirement 
allowance, appointed by the Governor for a term of four years commencing 
July I, 1969, and quadrennially thereafter; one shall be a retired State employee 
who is drawing a retirement allowance, appointed by the Governor for a term of 
four years commencing July 1, 1977, and quadrennially thereafter; one to be a 
general State employee, and two who are not members of the teaching 
profession or State employees; two to be appointed for a term of two years, two 
for a term of three years and one for a term of four years; one appointive 
member shall be a Jaw-enforcement officer employed by the State, appointed by 
the Governor, for a term of four years commencing April 1, 1985. One member 
shall be an active or retired member of the North Carolina National Guard 
appointed by the Governor for a term of four years commencing July I , 2013. 
At the expiration of these terms of office the appointment shall be for a term of 
four ~years. 
Two members appointed by the General Assembly, one appointed upon the 
recommendation of the Speaker of the House of Representatives, and one 
appointed upon the recommendation of the President Pro Tempore of the 
Senate in accordance with G.S. 120-12 I. Neither of these members may be an 
active or retired teacher or State employee or an employee of a unit of local 
government. The initial members appointed by the General Assembly shall 
serve for terms expiring June 30, 1983. Thereafter, their successors shall serve 
for two-year terms beginning July I of odd-numbered years. Vacancies in 
appointments made by the General Assembly shall be filled in accordance with 
G.S. 120-122." 

SECTION 6.(b) G.S. 135-6(g) reads as rewritten: 
"(g) Officers and Other Employees; Salaries and Expenses. - The State Treasurer shall be 

ex officio chairmanchair of the Board of Trustees. The Board of Trustees shall, by a majority vote 
of all the members, appoint a director, ·who may be, but need not be, one of its members. The 
salary of the director of the Retirement System is subject to the proYisions of Chapter 126 of the 
General Statutes of l'Jorth Carolina. Trustees and shall appoint a director. The Board of Trustees 
shall engage such actuarial and other service as shall be required to transact the business of the 
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1 Retirement System. The compensation of all persons, other than the director, engaged by the 
2 Board of Trustees, and all other expenses of the Board necessary for the operation of the 

• 3 Retirement System, shall be paid at such rates and in such amounts as the Board of Trustees shall 
4 approve, subject to the approval of the Director of the Budget." 
5 SECTION 6. (c) G.S. 136-6(0) reads as rewritten: 
6 "( o) On the basis of such tables and interest assumption rate as the Board of Trustees shall 
7 adopt, the actuary shall make an annual valuation of the assets and liabilities of the funds of the 
8 System created by this Chapter. The annual valuation shall include a supplementary section that 
9 provides an analysis of assets on a market basis using the 30 year treasury rate as of December 31 

10 of the year of the valuation as the discount rate." 
11 SECTION 6.(d) G.S. 128-28(h) reads as rewritten: 
12 "(h) Officers and Other Employees, Salaries and Expenses. - The Board of Trustees shall 
13 eleet from its meffibership a ehairman, and shall, by a majority vote of all the members, appoint a 
14 director, who may be, but need not be, one of its members. The State Treasurer shall be ex officio 
15 chair of the Board of Trustees and shall appoint a director. The Board of Trustees shall engage 
16 such actuarial and other service as shall be required to transact the business of the Retirement 
17 System. The compensation of all persons engaged by the Board of Trustees, and all other expenses 
18 of the Board necessary for the operation of the Retirement System, shall be paid at such rates and 
19 in such amounts as the Board of Trustees shall approve." 
20 SECTION 6.(e) G.S. 128-28(p) reads as rewritten: 
21 "(p) On the basis of such tables and interest assumption rate as the Board of Trustees shall 
22 adopt, the actuary shall make an annual valuation of the assets and liabilities of the funds of the 
23 System created by this Chapter. The annual valuation shall include a supplementary section that 
24 provides an analysis of assets on a market basis using the 30 year treasury rate as of December 31 
25 of the year of the valuation as the discount rate." 
26 SECTION 7.(a) G.S. 115C-34 l .2 reads as rewritten: 
27 "§ llSC-341.2. Department of State Treasurer sponsored 403(b) option. 
28 (a) In addition to the opportunities for local boards of education to offer section 403(b) of 
29 the Internal Revenue Code of 1986 retirement annuities and/or mutual funds to their employees 
30 under G.S. 1 l 5C-34 l , the Department of State Treasurer may establish an approved third-party 
31 vendor of retirement offerings as described in section 403(b) of the Internal Revenue Code of 
32 1986, as now and hereafter amended, pursuant to which employees of local school boards may 
33 enter into nonforfeitable 403(b) plan options by way of salary reduction through the auspices of 
34 the Department of State Treasurer. This statewide plan of 403(b) offerings shall be known as the 
35 "North Carolina Public School Teachers' and Professional Educators' Investment Plan." The 
36 vendor authorized under this section shall be selected by use of StateSupplemental Retirement 
37 Board of Trustees procurement procedures,procedures under Article 5 of Chapter 135 of the 
38 General Statutes, with the goal of attaining lower administrative fees and enhanced services for 
39 participants and employer compliance with applicable law and regulations. Eligible employees of 
40 local school boards shall all be allowed to use this vendor for the tax-deferred 403(b) option of 
41 their choice. 
42 (b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 
43 offerings to employees of local school boards under this section. 
44 (1) Annuity contracts, trust accounts, and/or custodial accounts shall be 
45 administered by a qualified third-party administrator that shall, under written 
46 agreement with the Department of State Treasurer, provide custodial, 
47 record-keeping, and administrative services. The third-party administrator may 

• • 48 also be the selected vendor for the North Carolina Public School Teachers' and 
49 Professional Educators' Investment Plan. 
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(2) 

(3) 

(4) 

(5) 

Page 10 

For employers choosing to participate in the North Carolina Public School 
Teachers' and Professional Educators' Investment Plan, the third-party 
administrator shall, at a minimum, provide the following: 
a. Maintain a written plan document. 
b. Review hardship withdrawal requests , loan requests, and other 

disbursements permitted under section 403(b) of the Internal Revenue 
Code of 1986. 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 

d. Monitor maximum contributions. 
e. 

f. 

g. 

Coordinate responses to the Internal Revenue Service in any case of an 
IRS audit. 
Generate educational communication materials to employees concerning 
the enrollment process, program eligibility, and investment options. 
Maintain internal reports to ensure compliance with Section 403(b) of 
the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S. 115C-34 l within each participating local board 
of education plan by creating and establishing the necessary connections 
and processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide j*Ettr.plan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter 135 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees fer the North Carolina 
Supplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivision (1) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
hardship withdrawals) or be directed by the participating employer to cease 
accepting new contributions, loans, and hardship withdrawals. 
Investment options shall be solely determined by the Department of State 
Treasurer and the Supplemental Retirement Board of Trustees fer the North 
Carolina Supplemental Retirement Plans consistent with section 403(b) of the 
Internal Revenue Code of 1986, as amended. 
Investment staff of the Department of State Treasurer may make 
recommendations to the State Treasurer and the Supplemental Retirement 
Board of Trustees fer the North Carolina Supplemental Retirement Plans as to 
appropriate investment options. .'.fl::tePursuant to G.S. I 35-96, the State 
Treasurer and Board of Trustees shall have sole responsibility for the selection 
of the vendor, third-party administrator, providers of investment options, and 
any other service provider for the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan. 
All contributions made in accordance with the provisions of section 403(b) of 
the Internal Revenue Code of 1986, as amended, and this section shall be 
remitted directly to the administrator and held by the administrator in a 
custodial account on behalf of each participating employee. Any investment 
gains or losses shall be credited to those accounts. The forms of payment and 
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disbursement procedures shall be consistent with those generally offered by 
similar annuity contracts, trust accounts, and custodial accounts and applicable 
federal and State statutes governing those contracts and accounts. 

(6) Any local board of education may elect to make contributions to the employee's 
account on behalf of the employee. The employer shall take whatever action is 
necessary to implement this section. 

(7) The design and administration of annuity contracts, trust accounts, and 
custodial accounts under this provision shall comply with all applicable 
provisions of the Internal Revenue Code of 1986, as amended." 

SECTION 7.(b) G.S.115D-25.4(b) reads as rewritten: 
"(b) The criteria in this subsection apply to the Department of State Treasurer's 403(b) 

offerings to employees of local boards of trustees under this section: 
( 1) Annuity contracts, trust accounts, and/or custodial accounts shall be 

administered by a qualified third-party administrator that shall, under written 
agreement with the Department of State Treasurer, provide custodial , 
record-keeping, and administrative services. The third-party administrator may 
also be the selected vendor for the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan. 

(2) 

For local boards of trustees as employers choosing to participate in the 
North Carolina Public School Teachers' and Professional Educators' Investment 
Plan, the third-party administrator shall, at a minimum, provide the following: 
a. Maintain a written plan document. 
b. Review hardship withdrawal requests, loan requests, and other 

disbursements permitted under section 403(b) of the Internal Revenue 
Code of 1986. 

c. Maintain specimen salary reduction agreements for the employer and 
employees of that employer to initiate payroll deferrals. 

d. Monitor maximum contributions. 
e. Coordinate responses to the Internal Revenue Service in any case of an 

IRS audit. 
f. Generate educational communication materials to employees concerning 

the enrollment process, program eligibility, and investment options. 
g. Maintain internal reports to ensure compliance with section 403(b) of 

the Internal Revenue Code and Title 26 of the Code of Federal 
Regulations. 

h. Provide compliance monitoring/oversight for all 403(b) plans 
established under G.S. I 15D-25 within each participating local board of 
trustees plan by creating and establishing the necessary connections and 
processes with existing and future vendors. 

1. Keep an updated schedule of vendor fees and commissions as to the 
Department's statewide f*lttr.plan of 403(b) offerings. 

Governance and oversight of the North Carolina Public School Teachers' and 
Professional Educators' Investment Plan will be performed under Article 5 of 
Chapter 135 of the General Statutes by the Department of State Treasurer and 
the Supplemental Retirement Board of Trustees for the North Carolina 
Supplemental Retirement Plans established pursuant to G.S. 135-96. Because of 
the administrative and record-keeping duties enumerated in subdivision (I) of 
this subsection, any existing vendor of a 403(b) with a participating employer 
must either agree to share data with the State's 403(b) vendor under this 
provision (so as to permit oversight over contribution limits, loans, and 
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1 hardship withdrawals) or be directed by the participating employer to cease 
2 accepting new contributions, Joans, and hardship withdrawals. 
3 (3) Investment options shall be solely determined by the Department of State 
4 Treasurer and the Supplemental Retirement Board of Trustees for the North 
5 Carolina Supplemental Retirement Plans consistent with section 403(b) of the 
6 Internal Revenue Code of 1986, as amended. 
7 ( 4) Investment staff of the Department of State Treasurer may make 
8 recommendations to the State Treasurer and the Supplemental Retirement 
9 Board of Trustees for the North Carolina Supplemental Retirement Plans as to 

IO appropriate investment options. ~Pursuant to G.S. 135-96, the State 
11 Treasurer and Board of Trustees shall have sole responsibility for the selection 
12 of the vendor, third-party administrator, providers of investment options, and 
13 any other service provider for the North Carolina Public School Teachers' and 
14 Professional Educators' Investment Plan. 
I 5 (5) All contributions made in accordance with the provisions of section 403(b) of 
16 the Internal Revenue Code of 1986, as amended, and this section shall be 
17 remitted directly to the administrator and held by the administrator in a 
18 custodial account on behalf of each participating employee. Any investment 
19 gains or losses shall be credited to those accounts. The forms of payment and 
20 disbursement procedures shall be consistent with those generally offered by 
21 similar annuity contracts, trust accounts, and custodial accounts and applicable 
22 federal and State statutes governing those contracts and accounts. 
23 (6) Any local board of trustees may elect to make contributions to the employee's 
24 account on behalf of the employee. The local board of trustees shall take 
25 whatever action is necessary to implement this section. 
26 (7) The design and administration of annuity contracts, trust accounts, and 
27 custodial accounts under this provision shall comply with all applicable 
28 provisions of the Internal Revenue Code of 1986, as amended." 
29 SECTION 8. G.S. 135-109 reads as rewritten: 
30 "§ 135-109. Reports of earnings. 
31 The Department of State Treasurer and Board of Trustees 5h-aJ.l-.may require each beneficiary to 
32 annually provide a statement of the beneficiary's income received as compensation for services, 
33 including fees, commissions, or similar items, income received from business, and benefits 
34 received from the Social Security Administration, the federal Veterans Administration, any other 
35 federal agency, under the North Carolina Workers' Compensation Act, or under the provisions of 
36 G.S. 127 A-108. The benefit payable to a beneficiary who does not or refuses to provide the 
37 information requested within 60120 days after such request shall not be paid a benefit may be 
38 suspended until the information so requested is provided, and should such refusal or failure to 
39 provide such information continue for ±4-9180 days after such request the right of a beneficiary to 
40 a benefit under the Article may be terminated ." 
41 SECTION 9. If any provision of this act or its application is held invalid, the 
42 invalidity does not affect other provisions or applications of this act that can be given effect 
43 without the invalid provisions or application, and to this end the provisions of this act are 
44 severable. 
45 SECTION 10. Except as otherwise provided, this act is effective when it becomes 
46 law. 
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SUMMARY: The PCS for Senate Bill 886 does the following: 1) honors firefighter Captain Bradley 
Long, who was killed in the line of duty; 2) adds language providing survivorship benefits for a member 
killed in the line of duty for the NC Firefighters' and Rescue Squad Workers' Pension Fund; 3) clarifies the 
retirement information that is subject to the Public Records Law; 4) allows certain forms to be transmitted 
electronically to Teachers' and State Employees' Retirement System (TSERS) members and Local 
Governmental Employees' Retirement System (LGERS) members; 5) allows letters of credit issued by a 
Federal Home Loan Bank to be used to collateralize deposits; 6) requires the LGERS Board of Trustees 
to develop a State Contribution Rate Stabilization Policy for the NC Firefighters' and Rescue Squad Workers' 
Pension Fund; 7) adds the Director of the Office of State Human Resources as an ex officio member of 
the TSERS Board of Trustees, replacing a representative of higher education, provides for the 
TSERS and LGERS that the State Treasurer is the ex officio chair of the Board and has authority to 
appoint the director of the Retirement System, and requires the annual valuation to TSERS and 
LGERS Board to include a section providing an analysis of assets on a market basis using the 30 
year treasury rate as the discount rate; 8) makes references to the Supplemental Retirement Board of 
Trustees consistent across statutes and provides that the 403(b) uses the same procurement 
procedures as the 40l(k) and 457 plans; and 9) amends the reporting of earnings requirements under 
the Disability Income Plan. 

BILL ANALYSIS: 

Section 1 amends the NC Firefighters' and Rescue Squad Workers' Pension Fund providing 
survivorship benefits for a member killed in the line of duty. Section 1 (a) provides that, "killed in the line 
of duty" has the same meaning as in the Law-Enforcement Officers', Firemen's, Rescue Squad Workers' 
and Civil Air Patrol Members' Death Benefits Act. Section 1 (b) adds G.S. 58-86-55 to outline the 
manner in which benefits are paid to a beneficiary when a member is killed in the line of duty. Section 
1 ( c) amends the law pertaining to order of payments when a firefighter or rescue squad worker dies, but 
is not killed in the line of duty. Section l(d) provides a two-year transition period prior to Section l(b) 
which allows the member's spouse to receive a benefit. Section 1 (a) and I (d) become effective June 1, 
2016 and apply to benefits paid when a member is killed in the line of duty on or after June 1, 2016, but 
before July 1, 2018. Section l(b) and l(c) become effective July I, 2018 and apply to benefits paid 
when a member is killed in the line of duty on or after that date. 

Section 2 clarifies the retirement information is subject to the Public Records Law. Section 2(a) 
provides information on an Attorney General's Advisory Opinion of February 5, 2008, that concluded 
information about retirement benefits was intended to be a record maintained for public inspection and 
that Department of the State Treasurer should make the information available for public inspection. The 
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remainder of Section 2 creates and consolidates the laws pertaining to public records for the TSERS and 
LGERS. 

Section 2(b) adds a new section, G.S. 135-6.1 , to Article 1 of Chapter 135 for the TSERS pertaining to 
confidentiality of member information. Various elements of the newly created G.S. 135-6.1 are as 
follows: Subsection (a) defines employment-related information, personal information, retirement file 
and retirement-related information. Subsection (b) provides that member retirement files are not subject 
to public inspection and examination, except to notify members and beneficiaries of their rights and 
accruals of benefits and as stated in subsections ( c ), ( d), and ( e) below. Subsection ( c) provides that 
following member information is public: name; age; the dates of membership in the retirement system, 
the dates of first service, enrollment and employment, and the date of retirement; the terms of any 
contract by which a member was employed; job title; compensation; changes in employment; current 
assignment; record of benefits paid; and purchases of educational leave. Subsection (d) requires 
custodians of retirement file information to permit inspection and examination of that information by the 
public during regular business hours. Any person denied access to retirement file information may seek 
appropriate relief in a court of competent jurisdiction. Subsection (e) allows the Retirement Systems 
Division to disclose the names and mailing addresses of former State employees, former public school 
employees, or former community college employees to domiciled, nonprofit organizations representing 
10,000 or more retired State government, local government, or public school employees. Subsection (f) 
states any retirement file information not specified in subsection (c) is confidential and not open for 
inspection except by the member, the member's authorized agent, a member of the General Assembly 
under authority of G.S. 120-19, and an individual with a proper court order authorizing inspection. 
Subsection (g) makes it a Class 3 misdemeanor, punishable by a fine no greater than $500, for a public 
official or employee to knowingly and willfully permit an unauthorized person to have access, custody, 
or possession of confidential information in a retirement file. Subsection (h) makes it a Class 3 
misdemeanor, punishable by a fine no greater than $500, for any person not autborized to have access to 
confidential retirement file information to knowingly and willfully examine, remove, or copy any 
portion of a confidential retirement file. 

Section 2(c) adds a new section to Article 3 of Chapter 128 of the General Statutes pertaining to 
LGERS. The content is similar to that contained in Section 2(b) for TSERS. 

Section 2(d) makes a conforming change to G.S. 126-22 which pertains to personnel files not subject to 
inspection under the public records law (G.S. 132-6). 

Sections 2(e)-(h) repeal statutes authorizing disclosure of the names and mailing addresses of former 
public school employees, former community college employees, and former state and local government 
employees to domiciled, nonprofit organizations representing I 0,000 or more retired State government, 
local government, or public school employees because similar provisions are found in Sections 2(b) and 
2(c) of the bill. 

Section 3 allows certain forms to be transmitted electronically to Teachers' and State Employees' 
Retirement System (TSERS) members and Local Governmental Employees' Retirement System (LGERS) 
members. The Section amends G.S. 135-10.1 and 128-32.l to require members in TSERS and LGERS, 
respectively, to respond within 120 days of transmission of Form 6-E or Form 7-E to them. Under 
current law, the Forms must be mailed to members. The change allows electronic transmission. 

Section 4 allows letters of credit issued by a Federal Home Loan Bank to be used to collateralize 
deposits by amending G.S. 147-79. According to the Retirement Systems Division, banking staff have 
discovered that this change is necessary to avoid re-collateralizing $1.8 billion in funds in the state 
banking system. 



Senate PCS 886 
Page 3 

Section 5 requires the LGERS Board of Trustees to develop a State Contribution Rate 
Stabilization Policy for the NC Firefighters' and Rescue Squad Workers' Pension Fund and to 
report to the Office of State Budget and Management and the Fiscal Research Division on or before 
March 1, 2017. 

Section 6 amends the membership of the TSERS and LGERS Boards of Trustees and requires the 
annual valuation to include additional information. Section 6(a) amends the Board of Trustees for 
the Teachers' and State Employees' Retirement System to add the Director of the Office of State Human 
Resources as an ex officio member and removes a representative of higher education. Section 6(b) 
amends G.S. 135-6(g) to provide that the State Treasurer appoints the director of the Retirement System. 
Section 6(d) amends G.S. 128-28(h) pertaining to the LGERS Board of Trustees to provide that the State 
Treasurer is an ex officio chair and appoints a director. Sections 6( c) and 6( e) requires the annual 
valuation to the TSERS Board and LGERS Board to include a supplementary section that provides an 
analysis of assets on a market basis using the 30 year treasury rate as of December 31 of the year of the 
valuation as the discount rate. 

Section 7 makes references to the Supplemental Retirement Board of Trustees consistent across 
statutes and provides that the 403(b) uses the same procurement procedures as the 401(k) and 457 
plans. 

Section 8 amends G.S. 135-109 pertaining to the reporting of earnings requirements under the 
Disability Income Plan. 

Section 9 contains a severability clause. 

EFFECTIVE DATE: Except as otherwise specified, the act is effective when it becomes law. 
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Short Title: Retirement Amendments . (Public) 

Sponsors: 

Referred to: 

May 23, 2016 

A BILL TO BE ENTITLED 
AN ACT TO HONOR CAPTAIN BRADLEY LONG AND ALL FUTURE FIREFIGHTERS 

AND RESCUE SQUAD WORKERS KlLLED IN THE LINE OF DUTY BY AMENDING 
THE NC FIREFIGHTERS' AND RESCUE SQUAD WORKERS' PENSION FUND TO 
PROVIDE A SURVIVORSHIP BENEFIT FOR MEMBERS KILLED IN THE LINE OF 
DUTY; TO CON SO LIDA TE PUBLIC RECORDS LAWS RELATING TO RETIREMENT; 
AND TO MAKE OTHER ADMINISTRA TJVE CHANGES. 

The General Assembly of North Carolina enacts: 
SECTION l.(a) G.S. 58-86-2 is amended by adding a new subdivision to read: 
"!.2.ru. "Killed in the line of duty" has the same meaning as in G.S. l 43-166.2(c)." 
SECTION l.(b) G.S. 58-86-55 is amended by adding a new subsection to read: 

".u!l} Benefits shall be paid in the following manner when a member is killed in the line of 
duty and the requirements of Article 12A of Chapter 143 of the General Statutes are met: 

ill If the member had been receiving a monthly pension fund benefit prior to being 
killed in the line of duty, there shall be paid to the member's principal 
beneficiary, if only one principal beneficiary is eligible, an amount of one 
hundred seventy dollars ($170.00) per month beginning the month following 
the member's month of death, payable until the beneficiary's death. 

ill If the member had been receiving a monthly pension fund benefit prior to being 
killed in the line of duty and the beneficiary is not payable as described in 
subdivision (]) of this subsection, a Jump sum payment equal to the difference 
between the amount paid into the member's separate account by or on behalf of 
the member and the amount received by the member as a pensioner will be paid 
to the eligible beneficiaries, or if there are no eligible beneficiaries, shall be 
paid to the member's estate. 

ill If the member had not yet begun receiving a monthly benefit prior to being 
killed in the line of duty, there shall be paid to the member's principal 
beneficiary, if only one principal beneficiary is eligible, an amount of one 
hundred seventy dollars ($170.00) per month beginning the month following 
the month the member would have attained age 55, or if the member had 
already attained age 55, beginning the month following the member's month of 
death, payable until the beneficiary's death. 

ill If the member had not begun receiving a monthly benefit prior to being killed 
in the line of duty and the beneficiary is not payable as described in subdivision 
(3) of this section, a lump sum payment equal to the member's contributions 
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will be paid to the eligible beneficiaries, or if there are no eligible beneficiaries, 
a return of the contributions shall be paid to the member's estate. 

A beneficiary under this subsection shall not be required to make the monthly payment of ten 
dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed 
in the line of duty." 

SECTION 1.(c) G.S. 58-86-60 reads as rewritten: 
"§ 58-86-60. Payments in lump sums. 

The board shall direct payment in lump sums from the fund in the following cases: 
(1) To any firefighter or rescue squad worker upon the attaining of the age of 55 

years, who, for any reason, is not qualified to receive the monthly retirement 
pension and who was enrolled as a member of the fund , an amount equal to the 
amount paid into the fund by him. This provision shall not be construed to 
preclude any active firefighter or rescue squad worker from completing the 
requisite number of years of active service after attaining the age of 55 years 
necessary to entitle the firefighter or rescue squad worker to the pension. 

(2) If any firefighter or rescue squad worker diesdies, except if the individual is 
killed in the line of duty, before attaining the age at which a pension is payable 
to the firefighter or rescue squad worker under the provisions of this Article, 
there shall be paid to his or her sup,civing spouse, or if there be no surviving 
spouse, to the person responsible for his or her child or children, or if there be 
no surviYing spouse or children, then to his or her heirs at la1+1, ' as may be 
determined b)' the board or to his or her estate, if it is administered and there are 
no heirs,to the person or persons designated by the member, or if the member 
has not designated a beneficiary, to the surviving spouse of the deceased 
member, or if not survived by a designated beneficiary or spouse, to the 
deceased member's legal representative, an amount equal to the amount paid 
into the member's separate account by or on behalf of the said firefighter or 
rescue squad worker. 

(3) If any firefighter or rescue squad worker e-tesdies, except if the individual is 
killed in the line of duty, after beginning to receive the pension payable to the 
firefighter or rescue squad worker by this Article, and before receiving an 
amount equal to the amount paid into the fund by him or her, there shall be paid 
to his or her surYiving spouse, or if there be no sur,iving spouse, then to the 
person responsible for his or her child or children, or if there be no surviYing 
spouse or children, then to his or her heirs at law as may be determined by the 
board or to his or her estate, if it is administered and there are no heirs ,to the 
person or persons designated by the member, or if the member has not 
designated a beneficiary, to the surviving spouse of the deceased retired 
member, or if not survived by a designated beneficiary or spouse, to the 
deceased retired member's legal representative, an amount equal to the 
difference between the amount paid into the member's separate account by or 
on behalf of the said firefighter or rescue squad worker and the amount received 
by him or her as a pensioner. 

(4) Any member who withdraws from the fund shall , upon proper application, be 
paid all moneys without accumulated earnings on the payments after the time 
they were made. A member may not purchase time under G.S. 58-86-45 for 
which he or she has received a refund." 

SECTION 1.(d) This section becomes effective July 1, 2018, and applies to benefits 
paid when a member is killed in the line of duty on or after that date. 

SECTION 2.(a) The February 5, 2008, Attorney General's advisory opinion entitled 
"Advisory Opinion: Confidentiality of Retirement Benefit Information; Session Law 2007-508" 
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concluded that information about retirement benefits was intended to be included among those 
records required to be maintained for public inspection by each department, agency, institution, 
commission, and bureau of the State and that as a result the Retirement Systems Division of the 
Department of the State Treasurer makes that information available for public inspection and 
examination. The General Assembly finds that the interests of clarity require statutory language 
providing guidance to the Retirement Systems Division in determining and maintaining 
consistency as to what information should be made available about the retirement accounts of 
State and local employees. 

SECTION 2.(b) Article I of Chapter 135 of the General Statutes is amended by 
adding a new section to read: 
"§ 135-6.1. Member retirement record files held by the Retirement System. 

fru. The following definitions apply in this section: 
ill Employment-related information. - As defined in G.S. I 26-22(b)(3). 
ill Personal information. -As defined in G.S. 126-22(b)(3). 
ill Retirement file . - Any employment-related, retirement-related, or personal 

information of members in a State-administered retirement plan gathered by the 
Retirement Systems Division of the Department of State Treasurer. 
Retirement-related information. - Information including membership and 
service details, benefit payment information, and other information the 
Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

fhl Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S. 135-6(p), G.S. 128-28(9), and subsections (c), (d), and (e) 
of this section. 

1£} The following information regarding members and individuals in receipt of a recurring 
monthly benefit, if held by the Retirement System, is public and subject to subsection (d) of this 
section: 

ill 
ill 
ill 

ill 

ill 
® 
ill 

(fil 
{2} 

Name. 
Age. 
Date of membership in the applicable Retirement System, first service earned 
date, date of first enrollment, date of first employment, and date of retirement. 
The terms of any contract by which the member is employed whether written or 
oral, past and current, to the extent that the Retirement System has the written 
contract or a record of the oral contract in its possession. 
Current or most recently held position or title. 
Compensation and other relevant remuneration history and benefits paid. 
Date, general description, and type of each change and the corresponding 
employing agency. 
The office or station to which the member is currently assigned, if any. 
The record of benefit payments made by one of the Retirement Systems or 
Disability Benefits Programs administered by the Department of State 
Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
member. 

.LlQ}_ Purchases of educational leave. 
@ Subject only to rules and policies for the safekeeping of member retirement files 

adopted by the Board of Trustees, every person having custody of the retirement file information 
outlined in subsection (b) of this section shall permit the information to be inspected and examined 
and copies thereof made by any person during regular business hours. Any person who is denied 
access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
right to compel compliance with the provisions of this section by application to a court of 
competent jurisdiction for a writ of mandamus or other appropriate relief. 
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ill The Retirement Systems Division of the Department of State Treasurer may disclose 
the name and mailing address of former State employees, former public school employees, or 
former community college employees to domiciled, nonprofit organizations representing 10,000 • 
or more retired State government, local government, or public school employees. 

ill All information other than the information listed in subsection (c) of this section 
contained in a retirement file is confidential and not open for inspection and examination except to 
the following persons: 

ill The member, or the member's authorized agent, who may examine his or her 
own retirement file, except for any information concerning a medical disability, 
mental or physical, that a prudent physician would not divulge to a patient. A 
member's medical record may be disclosed to a licensed physician in writing by 
the member. 

ill A member of the General Assembly who may inspect and examine records 
under the authority of G.S. 120-19. 

ill A party by authority of a proper court order may inspect and examine a 
particular confidential portion of a member's retirement file. 

.(g} Any public official or employee who knowingly and willfully permits any person to 
have access to or custody or possession of any portion of a retirement file designated as 
confidential by this section, unless the person is one specifically authorized by this section to have 
access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
conviction shall only be fined in the discretion of the court but not in excess of five hundred 
dollars ($500.00). 

.ch} Any person not specifically authorized by this section to have access to a retirement 
file designated as confidential by this section, who knowingly and willfully examines, removes, or 
copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon • 
conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
($500.00). II 

SECTION 2.(c) Article 3 of Chapter 128 of the General Statutes is amended by 
adding a new section to read: 
"§ 128-33.1. Public records held by the Retirement System. 

w The following definitions apply in this section: 
ill Employment-related information. - As defined in G.S. 126-22(b)(3). 
ill Personal information. -As defined in G.S. 126-22(b)(3). 
ill Retirement file. - Any employment-related, retirement-related, or personal 

information of members in a State-administered retirement plan gathered by the 
Retirement Systems Division of the Department of State Treasurer. 

ill Retirement-related information. - Information including membership and 
service details, benefit payment information, and other information the 
Retirement Systems Division of the Department of State Treasurer deems 
necessary to administer a retirement plan. 

{hl Member retirement files are not subject to inspection and examination as authorized by 
G.S. 132-6 except as provided in G.S. I 35-6(p), G.S. l 28-28(q), and subsections (c), (d), and (e) 
of this section. 

{£)_ The following information regarding members and individuals in receipt of a recurring 
monthly benefit, if held by the Retirement System, is public subject to subsection (d) of this 

46 section: 
47 ill Name. 
48 ill 
49 ill 
50 

~ .-Date of membership in the applicable Retirement System, first service earned 
date, date of first enrollment, date of first employment, and date of retirement. 
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1 ill The terms of any contract by which the member is employed whether written or 
2 oral, past and current, to the extent that the Retirement System has the written 

• 3 contract or a record of the oral contract in its possession. 
4 ill Current or most recently held position or title. 
5 .(fil Compensation and other relevant remuneration history and benefits paid. 
6 ill Date, general description, and type of each change and the corresponding 
7 employing agency. 
8 .(fil The office or station to which the member is currently assigned, if any. 
9 .(2} The record of benefit payments made by one of the Retirement Systems or 

10 Disability Benefits Programs administered by the Department of State 
11 Treasurer to a member or to the survivor, beneficiary, or alternate payee of a 
12 member. 
I 3 .{lQ} Purchases of educational leave. 
I 4 @ Subject only to rules and policies for the safekeeping of member retirement files 
I 5 adopted by the Board of Trustees, every person having custody of the retirement file information 
16 outlined in subsection (b) of this section shall permit the information to be inspected and examined 
17 and copies thereof made by any person during regular business hours. Any person who is denied 
18 access to any retirement file for the purpose of inspecting, examining, or copying the file has a 
I 9 right to compel compliance with the provisions of this section by application to a court of 
20 competent jurisdiction for a writ of mandamus or other appropriate relief. 
21 f!U The Retirement Systems Division of the Department of State Treasurer may disclose 
22 the name and mailing address of former State employees, former public school employees, or 
23 former community college employees to domiciled, nonprofit organizations representing 10,000 
24 or more retired State government, local government, or public school employees. 
25 ill All information other than the information ' listed in subsection (c) of this section 
26 contained in a retirement file is confidential and not open for inspection and examination except to 
27 the following persons: 
28 ill The member, or the member's authorized agent, who may examine his or her 
29 own retirement file, except for any information concerning a medical disability, 
30 mental or physical, that a prudent physician would not divulge to a patient. A 
3 I member's medical record may be disclosed to a licensed physician in writing by 
32 the member. 
33 ill A member of the General Assembly who may inspect and examine records 
34 under the authority of G.S . 120- I 9. 
35 ill A party by authority of a proper court order may inspect and examine a 
36 particular confidential portion of a member's retirement file. 
37 {g} Any public official or employee who knowingly and willfully permits any person to 
38 have access to or custody or possession of any portion of a retirement file designated as 
39 confidential by this section, unless the person is one specifically authorized by this section to have 
40 access thereto for inspection and examination, is guilty of a Class 3 misdemeanor and upon 
4 I conviction shall only be fined in the discretion of the court but not in excess of five hundred 
42 dollars ($500.00). 
43 (hl Any person not specifically authorized by this section to have access to a retirement 
44 file designated as confidential by this section, who knowingly and willfully examines, removes, or 
45 copies any portion of a confidential retirement file, is guilty of a Class 3 misdemeanor and upon 
46 conviction shall be fined in the discretion of the court but not in excess of five hundred dollars 
47 ($500.00)." 

• 48 SECTION 2.(d) G.S. 126-22 reads as rewritten: 
49 "§ 126-22. Personnel files not subject to inspection under§ 132-6. 
50 (a) Except as provided in G.S . 126-23 and G.S. 126-24, personnel files of State employees 
51 shall not be subject to inspection and examination as authorized by G.S. 132-6. 
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(b) For purposes of this Article the following definitions apply: 
(1) "Employee" means any current State employee, former State employee, or 

applicant for State employment. 
(2) "Employer" means any State department, university, division, bureau, 

commission, council, or other agency subject to Article 7 of this Chapter. 
(3) "Personnel file" means any employment-related or personal information 

gathered by an employ'er, the Retirement Systems Division of the Department 
of State Treasurer, employer or by the Office of State Human Resources. 
Employment-related information contained in a personnel file includes 
information related to an individual's application, selection, promotion, 
demotion, transfer, leave, salary, contract for employment, benefits, suspension, 
performance evaluation, disciplinary actions, and termination. Personal 
information contained in a personnel file includes an individual's home address, 
social security number, medical history, personal financial data, marital status, 
dependents, and beneficiaries. 

(4) "Record" means the personnel information that each employer is required to 
maintain in accordance with G.S. 126-23. 

(c) Personnel files of former State employees who have been separated from State 
employment for 10 or more years may be open to inspection and examination except for papers 
and documents relating to demotions and to disciplinary actions resulting in the dismissal of the 
employee and personnel files maintained by the Retirement s,,stems Division of the Department 
of State Treasurer.employee. Retirement files maintained by the Retirement Systems Division of 
the Department of State Treasurer shall be made public pursuant to G.S. 128-33.1 and 
G.S. 135-6.1. 

fa) Notwithstanding any pr8'1ision of this section to the contrary, the Retirement Systems 
Division of the Department of State Treasurer may disclose the name and mailing address of 
former State employ'ees to domiciled, nonprofit organizations representing I 0,000 or more retired 
State government, local government, or public school employees." 

SECTION 2.(e) G.S. l 15C-32l(bl) is repealed. 
SECTION 2.(f) G.S. 115D-29(c) is repealed. 
SECTION 2.(g) G.S. l 53A-98(c3) is repealed. 
SECTION 2.(h) G.S. l 60A-l 68(c3) is repealed. 
SECTION 3.(a) G.S. 135-10.1 reads as rewritten: 

"§ 135-10.1. Failure to respond. 
If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 

or Form 7-E are mailed ,transmitted to the member, or if a member fails to respond within 120 
days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
and void; the retirement system shall not be liable for any benefits due on account of the voided 
application, and a new application must be filed establishing a subsequent effective date of 
retirement. If an applicant for disability retirement fails to furnish requested additional medical 
information within 90 days following such request, the application shall be declared null and void 
under the same conditions outlined above, unless the applicant is eligible for early or service 
retirement in which case the application shall be processed accordingly, using the same effective 
date as would have been used had the application for disability retirement been approved. The 
Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
extend the 120-day limitation provided for in this section when a member has suffered 
incapacitation such that a reasonable person would not have expected the member to be able to 
complete the required paperwork within the regular deadline, or when an omission by the 
Retirement Systems Division prevents the member from having sufficient time to meet the regular 
dead line ." 

SECTION 3.(b) G.S. 128-32.1 reads as rewritten: 
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1 "§ 128-32.1. Failure to respond. 
2 If a member fails to respond within 120 days after preliminary option figures and the Form 6-E 

• 3 or Form 7-E are mailed,transmitted to the member, or if a member fails to respond within 120 
4 days after the effective date of retirement, whichever is later, the Form 6 or Form 7 shall be null 
5 and void; the retirement system shall not be liable for any benefits due on account of the voided 
6 application, and a new application must be filed establishing a subsequent effective date of 
7 retirement. If an applicant for disability retirement fails to furnish requested additional medical 
8 information within 90 days following such request, the application shall be declared null and void 
9 under the same conditions outlined above, unless the applicant is eligible for early or service 

10 retirement in which case the application shall be processed accordingly, using the same effective 
11 date as would have been used had the application for disability retirement been approved. The 
12 Director of the Retirement Systems Division, acting on behalf of the Board of Trustees, may 
13 extend the 120-day limitation provided for in this section when a member has suffered 
14 incapacitation such that a reasonable person would not have expected the member to be able to 
15 complete the required paperwork within the regular deadline, or when an omission by the 
16 Retirement Systems Division prevents the member from having sufficient time to meet the regular 
17 deadline." 
18 SECTION 4. G.S. 147-79(a) reads as rewritten: 
19 "(a) The amount of funds deposited by the State Treasurer in an official depository shall be 
20 adequately secured by deposit insurance, surety bonds, letters of credit issued by a Federal Home 
21 Loan Bank, or investment securities of such nature, in such amounts, and in such manner, as may 
22 be prescribed by rule or regulation of the State Treasurer with the approval of the Governor and 
23 Council of State. No security is required for the protection of funds remitted to and received by a 
24 bank or trust company designated by the State Treasurer under G.S. 142-1 and acting as paying 

• 25 agent for the payment of the principal of or interest on bonds or notes of the State." 
26 SECTION 5. The Board of Trustees of the Local Governmental Employees' 
27 Retirement System shall develop a "State Contribution Rate Stabilization Policy" for the North 
28 Carolina Firefighters' and Rescue Squad Workers' Pension Fund and report it to the Office of State 
29 Budget and Management and the Fiscal Research Division on or before March 1, 2017. 
30 SECTION 6. If any provision of this act or its application is held invalid, the 
31 invalidity does not affect other provisions or applications of this act that can be given effect 
32 without the invalid provisions or application, and to this end the provisions of this act are 
33 severable. 
34 SECTION 7. Except as otherwise provided, this act is effective when it becomes law . 
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• SENATE BILL 886: 
Retirement Amendments. 

2016-2017 General Assembly 

Committee: House Rules, Calendar, and Operations of the Date: June 28, 2016 
House 

Introduced by: Sens. Wells, Apodaca Prepared by: Theresa Matula 
Analysis of: Third Edition Committee Staff 

SUMMARY: Senate Bill 886 does the following: 1) honors firefighter Captain Bradley Long, who 
was killed in the line of duty; 2) adds language providing survivorship benefits for a member killed in the 
line of duty for the NC Firefighters' and Rescue Squad Workers' Pension Fund effective July 1, 2018, and 
applying to benefits paid when a member is killed in the line of duty on or after that date; 3) clarifies the 
retirement information that is subject to the Public Records Law; 4) allows certain forms to be transmitted 
electronically to Teachers' and State Employees' Retirement System (TSERS) members and Local 
Governmental Employees' Retirement System (LGERS) members; 5) allows letters of credit issued by a 
Federal Home Loan Bank to be used to collateralize deposits; and 6) requires the LGERS Board of 
Trustees to develop a State Contribution Rate Stabilization Policy for the NC Firefighters' and Rescue Squad 
Workers' Pension Fund. 

BILL ANALYSIS: 

Section 1 amends the NC Firefighters' and Rescue Squad Workers' Pension Fund. Section 1 (a) provides 
that, "killed in the line of duty" has the same meaning as in the Law-Enforcement Officers', Firemen's, 
Rescue Squad Workers' and Civil Air Patrol Members' Death Benefits Act. Section l(b) adds G.S. 58-
86-55 to outline the manner in which benefits are paid when a member is killed in the line of duty. 
Section l(c) amends the law pertaining to order of payments when a firefighter or rescue squad worker 
dies, but is not killed in the line of duty. Section 1 (d) provides that Section 1 becomes effective July 1, 
2018, and applies to benefits paid when a member is killed in the line of duty on or after that date. 

Section 2 clarifies the retirement information is subject to the Public Records Law. Section 2(a) 
provides information on an Attorney General's Advisory Opinion of February 5, 2008, that concluded 
information about retirement benefits was intended to be a record maintained for public inspection and 
that Department of the State Treasurer should make the information available for public inspection. The 
remainder of Section 2 creates and consolidates the laws pertaining to public records for the TSERS and 
LGERS. 

Section 2(b) adds a new section, G.S. 135-6.1 , to Article 1 of Chapter 135 for the TSERS pertaining to 
confidentiality of member information. Various elements of the newly created G.S. 135-6.1 are as 
follows : Subsection (a) defines employment-related information, personal information, retirement file 
and retirement-related information. Subsection (b) provides that member retirement files are not subject 
to public inspection and examination, except to notify members and beneficiaries of their rights and 
accruals of benefits and as stated in subsections (c), (d), and (e) below. Subsection (c) provides that 
following member information is public: name; age; the dates of membership in the· retirement system, 
the dates of first service, enrollment and employment, and the date of retirement; the terms of any 
contract by which a member was employed; job title; compensation; changes in employment; current 
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assignment; record of benefits paid; and purchases of educational leave. Subsection ( d) requires • 
custodians of retirement file information to permit inspection and examination of that information by the 
public during regular business hours. Any person denied access to retirement file information may seek 
appropriate relief in a court of competent jurisdiction. Subsection (e) allows the Retirement Systems 
Division to disclose the names and mailing addresses of former State employees, former public school 
employees, or former community college employees to domiciled, nonprofit organizations representing 
10,000 or more retired State government, local government, or public school employees. Subsection (f) 
states any retirement file information not specified in subsection (c) is confidential and not open for 
inspection except by the member, the member's authorized agent, a member of the General Assembly 
under authority of G.S. 120-19, and an individual with a proper court order authorizing inspection. 
Subsection (g) makes it a Class 3 misdemeanor, punishable by a fine no greater than $500, for a public 
official or employee to knowingly and willfully permit an unauthorized person to have access, custody, 
or possession of confidential information in a retirement file. Subsection (h) makes it a Class 3 
misdemeanor, punishable by a fine no greater than $500, for any person not authorized to have access to 
confidential retirement file information to knowingly and willfully examine, remove, or copy any 
portion of a confidential retirement file. 

Section 2(c) adds a new section to Article 3 of Chapter 128 of the General Statutes pertaining to 
LGERS. The content is sim ilar to that contained in Section 2(b) for TSERS. 

Section 2(d) makes a conforming change to G.S. 126-22 which pertains to personnel files not subject to 
inspection under the public records law (G.S . 132-6). 

Sections 2(e)-(h) repeal statutes authorizing disclosure of the names and mailing addresses of former • 
public school employees, former community college employees, and former state and local government 
employees to domiciled, nonprofit organizations representing I 0,000 or more retired State government, 
local government, or public school employees because similar provisions are found in Sections 2(b) and 
2(c) of the bill. 

Section 3 amends G.S. 135-10.1 and 128-32.1 to require members in TSERS and LGERS, respectively, 
to respond within 120 days of transmission of Form 6-E or Form 7-E to them. Under current law, the 
Forms must be mailed to members. The change allows electronic transmission. 

Section 4 amends G.S. 147-79 to allow letters of credit issued by a Federal Home Loan Bank to be used 
to collateralize deposits. According to the Retirement Systems Division, banking staff have discovered 
that this change is necessary to avoid re-collateralizing $1 .8 billion in funds in the state banking system. 

Section 5 requires the LGERS Board of Trustees to develop a State Contribution Rate Stabilization 
Policy for the NC Firefighters' and Rescue Squad Workers' Pension Fund and to report to the Office of 
State Budget and Management and the Fiscal Research Division on or before March 1, 2017. 

Section 6 contains a severability clause. 

EFFECTIVE DATE: Except as otherwise specified, the act is effective when it becomes law . 
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GENERAL ASSEMBLY Of ~ORTH CAROLINA 

Session 2015 
Legislative ·Reitle~ent Note 

BILL NUMBER: Senate Bill 886 (Second Edition) 

SHORT TITLE: Retirement Amendments. 

SPONSOR(S): Senators Wells and Apodaca 

FUNDS AFFECTED: State General Fund, State Highway Fund, other State employer receipts; 
local government funds 

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees' Retirement 
System (TSERS), Local Governmental Employees' Retirement System (LGERS), and the 
Firefighters' and Rescue Squad Workers' Pension Fund (FRSWPF). 

BILL SUMMARY: 

Section I: Extends the monthly benefit in the FRSWPF to the named beneficiary of a member 
killed in the line-of-duty (as defined in G.S. 143-166.2(c) for the $50,000 death benefit). The 
benefit is payable until the beneficiary's death. Also allows all members to name a beneficiary for 
the return of contributions, which goes to the spouse, children, or estate, in that order, under 
current law. 

Section 2: Separates statutes governing what is public within membership records held by the 
Retirement Systems Division from statutes governing what is public record within employment 
files held by employing agencies. 

Section 3: Clarifies that certain documents can be transmitted by means other than physical mail. 

Section 4: Affects Department of State Treasurer operations unrelated to the Retirement Systems, 
so is not addressed in this note. 

Section 5: Directs the LGERS Board of Trustees to develop a contribution stabilization policy for 
the FRSWPF. Such policies were recently adopted for TSERS and LGERS. 

EFFECTIVE DATE: Section 1 becomes effective July 1, 2018. All other sections become 
effective when they become law. 

ESTIMATED IMPACT ON STATE: 

Buck Consultants, the actuary for the Retirement Systems, estimates that the line-of-duty death 
provision of Section l will increase the actuarially determined contribution for the FRSWPF by 
$103 ,000 per year. 
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Hartman & Associates, the actuary for the General Assembly, estimates that the line-of-duty death 
provision of Section 1 will increase the actuarially determined contribution for the FRSWPF by 
approximately $50,000 per year. 

Both the House budget (HB 1030, Fourth Edition) and the Senate budget (HB 1030, Sixth Edition) 
contain a revised net appropriation to the FRSWPF of $17.6 million. Based on a June 10, 2016 
letter from Buck Consultants revising the actuarially determined contribution for FY 2016-17, this 
amount is sufficient to cover the contribution increase due to Section 1 and adopt a contribution 
stabilization policy as directed by Section 5. 

Both actuaries estimate that the other sections of the Second Edition will have no material impact 
on the contribution rates or liabilities of any of the systems affected. However, Buck Consultants 
further notes with regard to Section 3 that this measure could possibly result in more contributions 
or lower administrative costs for the Retirement System, which would be a positive outcome for 
the Retirement System. That being said, within the actuarial framework, they are unable to 
quantify the actuarial impact based on the information provided. 

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 December 31 , 2014 actuarial valuations. 
Significant membership and financial statistics, assumptions, and methods are shown in the 
following tables: 

Membership Statistics (as of 12/31/2014 unless otherwise noted, M = miJlions) 
TSERS LGERS FRSWPF 

Active Members 
Count 307,313 123,184 43 ,134 
General Fund Compensation $9,865M 
Valuation Compensation $13 ,737M $5,652M Not applicable 
(Total) 
Average Age 45 44 40 
Average Service 10.7 10.3 11. 7 

Inactive Members 
Count 134,871 55,298 153 

Retired Members 
Count 194,607 60,408 12,730 
Annual Benefits $4,058M $1 ,109M $26M 
Average Age 70 68 68 
New Retirees During 20 I 5 11 ,400 4,100 600 
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Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions) 
TSERS LGERS FRSWPF 

Accrued Liability (AL) $67,715M Not meaningful $419M 
Actuarial Value of Assets $64,734M $22,682M $381M 
(AVA) 
Market Value of Assets (MVA) $64,587M $22,745M $383M 
Unfunded Accrued Liability $2,981M Not meaningful $38M 
(AL-AVA) 
Funded Status (AVA / AL) 96% Not meaningful 91% 
Annual Required Contribution 9.50% (new 7.25% $17.6M (prior to 
(ARC) for FY 2016-17 (as% of assumptions) (non-LEO) new lapse 
pay) assumption) 
Assumed Rate of Investment 7.25% 7.25% 7.25% 
Return 
Salary Increase Assumption 3.50%- 6.86% 3.50%- 6.71% Not applicable 
(includes 3.50% inflation and 
productivity) 
Cost Method Entry Age Frozen Entry Entry Age 

Normal Age Normal 
Amortization 12 year, closed, Not applicable 12 year, closed, 

flat$ flat$ 
Demographic assumptions based on 2010-2014 experience, RP-2014 mortality, and 
projection of future mortality improvement with scale MP-2015 

Benefit Provisions 
TSERS LGERS FRSWPF 

Formula 1.82% x Service 1.85% x Service $170 per month 
x 4 Year Avg Pay x 4 Year Avg Pay 

Unreduced retirement Any/30; 60/25 ; Any/30; 60/25 ; 55/20 
age/service 65 (55 for LE0)/5 65 (55 for LE0)/5 
Employee contribution 6% 6% $IO per month 
(as% of pay) 

Further detailed information concerning these assumptions and methods is shown in the 
actuary's report, which is available upon request from David Vanderweide. 

SOURCES OF DATA: 

Buck Consultants, "Administrative Changes Retirement System/Treasurer- House Bill 1134 
(Committee Substitute Favorable 5/31/16)", June 15, 2016, original of which is on file in the 
General Assembly' s Fiscal Research Division. 

Hartman & Associates, LLC, "House Bill 1134 Committee Substitute 5/31 /16: An Act to Make 
Administrative Changes to the Retirement System and to Make Other Changes Affecting the State 
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Treasurer", June 2, 2016, original of which is on file in the General Assembly's Fiscal Research 
Division. 

Buck Consultants, "Adjusted Actuarially Determined Contribution for the FRSWPF for FYE 
2017", June I 0, 2016, original of which is on file in the General Assembly's Fiscal Research 
Division. 

TECHNICAL CONSIDERATIONS: 

FISCAL RESEARCH DIVISION: (919) 733-4910. 

The above information is provided in accordance with North Carolina General Statute 120-114 
and applicable rules of the North Carolina Senate and House of Representatives. 

PREPARED BY: 

APPROVED BY: 
Mark Trogdon, Director 
Fiscal Research Division 

DATE: June 27, 2016 

David Vanderweide 

Signed Copy Located in the NCGA Principal Clerk's Offices 
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Mary Kate Abner Mecklenburg Rep. Rob Bryan 
Bailey J ourden Cumberland Rep. William Richardson 

Hope Harrington Wake Rep. Paul Stam 
Addison Butler Rockingham Rep. Bert Jones 
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