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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.

. —
Representative StepI{en Ross Laura Spratley, C












®

Senate Committee on Pensions & Retirement and Aging
Tuesday, March 3, 2015, 10:00 AM
544 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Introduction of Pages
Presentations

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

Other Business

Adjournment






‘ Corrected #1: Room 423 LOB

NORTH CAROLINA HOUSE OF REPRESENTATIVES
JOINT COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

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

DAY & DATE: Tuesday, March 3, 2015
TIME: 10:00 AM

LOCATION: 423 LOB

COMMENTS: Sorry Last Room Change.

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 2:49 PM on
Tuesday, September 08, 2015.

____ Principal Clerk
_ Rea ng Clerk — House Chamber

Laura Spratley (Committee Assistant)












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.

¢ CTION NINE: Clarify Application of the 1,000-Hour Rule for LGERS Membership

As recommended by the Department Committee reviewing Return-to-Work Legi ition, this section
clarifies the application of the “1,000-Hour Rule” and revises the definition of “employee” to exclude
t porary employees and statutorily defined Interim City and County Managers.

SECTION TEN: Procurement Flexibility for Purchasing Contracts
This sectron 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

p  hasing 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
D artment 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, )15
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JANET COWELL STEVE TOOLE
TREASURER 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 :ency 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

325 NORTH SALISBURY STREET, RALEIGH, NORTH CARQLINA 27603-1385
Telephone (919) 807-3050 or (877) 627-3287 toll free Fax (919) 508-5350
www.myncretirement.com





















« 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

|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...




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

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







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

Other Defined Benefit Proarams

« 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.













R_ole 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.

ARC/Fundina for Fiscal 2015 (Current Year)

* ARC—Annual Required Contribution
* Employer Contribution for 2015 =9.15%

» General Fund Estimate of $905 million






















Policv Issues for Consideration

Antici~~*~1in 2015

« Agency Participation Procedures

+ Administrative & Technical Iimprovements

« Budget Requests to Improve Administration of the System

» Continued Implementation of Changes to Firefighters’ & Rescue
Squad Workers Pension Fund

pP-~~+'= Dther Major Polic--'~~es

- Consideration of a State Optional Plan to Provide Retirement Choices
+ Setting Minimum Retirement Ages

« Establishing Automatic Enrollment in Supplemental Retirement Plans

Question¢;?

16









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 z 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,

N

’] : B ‘ / VA,
Mo idy o SFaur D
Representative Allen McNeill, Chair Laura Sullivan, Committee Clerk












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






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, March 24, 2015

TIME: 10:00 AM

LOCATION: 415 LOB

COMMENTS: Representative Allen McNeill presiding.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 50 Amend Mand. Retire. Age/Judges & Representative McNeill
Magistrates. Representative Hurley

Representative Bishop

Representative Stam
. HB 70 Charlotte Firefighters' Retirement. Representative Bishop
Representative Bradford

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 2:50 PM on
Tuesday, September 08, 2015.

_ Principal Clerk
_Reading Clerk — House Chamber

Laura Spratley (Committee Assistant)
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General Assembly Of North Carolina Session 2015

) Differential Wage Payments. For years beginning after December 31, 2008, (i) an

individua' =~~~*-~~ a differential wage payme=* 1s dr~“=~- by sectio” 101 (h)(2) ~F*h~ T~
shall be treated ~~ = M~wohor ~F the Sprvene making the ~~vment; (11) the differenual wage

payment shall b~ ¢=~~t~4 ~g compensation; ~~~ (iii) the Svster~ ~+¢'" =2t be treated as failing to

meet the requirements ot any provision described in section 414(u)(1)(C) of the Code by =~~~
of'any contribution ~* “enefit that is based ~~ *he differential wage payment."

SECTION 2. Section 13.1 of Chapter 926 of the 1947 Session Laws, as amended
by Chapter 506 of the 1987 Session Laws, Chapter 1033 of the 1987 Session Laws, Chapter
248 of the 1989 Session Laws, Chapter 830 of the 1991 Session Laws, Chapter 640 of the 1993
Session Laws, Chapter 171 of the 1995 Session Laws, S.L.. 1999-100, S.L. 2001-22, S.L.
2002-43, and S.L. 2006-117, reads as rewritten:

"Sec. 13.1. Direct Rollover of Eligible Rollover Distributions. (a) This Section applies to
distributions made on or after January 1, 1993. Notwithstanding any provision of the plan to the
contrary that would otherwise limit a distributee's election under this Section, a distributee may
elect, at the time and in the manner prescribed by the plan administrator, to have any portion of
an eligible rollover distribution paid directly to an eligible retirement plan specified by the
distributee in a direct rollover.

(b) Definitions.

() Eligible rollover distribution. An eligible rollover distribution is any
distribution of all or any portion of the balance to the credit of the
distributee, except that an eligible rollover distribution does not include: any
distribution that is one of a series of substantially equal periodic payments
(not less frequently than annually) made for the life (or life expectancy) of
the distributee or the joint lives (or joint life expectancies) of the distributee
and the distributee's designated beneficiary, or for a specified period of 10
years or more; any distribution to the extent such distribution is required
under section 401(a)(9) of the Code; and any hardship distribution-deseribed
-seetHon<40Ho2IBH DN -~~~ A portion of a distribution shall
not fail to be an eligible rollover distribution merely because a portion
consists of after-tax employee contributions that are not includible in gross
income. However, such portion may be transferred only to an individual
retirement account or annuity described in section 408(a) or (b) of the Code,
or to a qualified defined contribution plan described in section 401(a) or
403(a) of the Code that agrees to separately account for amounts so
transferred, including separately accounting for the portion of such
distribution which is includible in gross income and the portion of such
distribution which is not so includible.

(2) Eligible retirement plan. An eligible retirement plan is an individual
retirement account described in section 408(a) of the Code, an individual
retirement annuity described in section 408(b) of the Code, an annuity plan
described in section 403(a) of the Code, or a qualified trust described in
section 401(a) ot 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

Page 2 Hous: Bill 79 H70-PCS30133-SH-8
















HOUSE BILL 70:
Charlotte Firefighters' Retirement

2015-2016 General Assembly

Committee: House Pensions and Retirement, if favorable, Date: M
Appropriations

Introduced by: Reps. Bishop, Bradford Prepared by: TheresaMa a

Analysis of: PCS to First Edition Committee  Wff
H70-CSSH-8

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 S137, 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. r 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' reemplo:  nt
rights on the day preceding death or disability and terminated employment on the actu date of death or
disability. 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.

" Uniform Services Employment and Reemployment Rights Act

Research Division
(919) 733-2578
€C S S H -8 -V 2 *

* H7 0- S MSH-7

O. Walker Reagan
Director







_-ouse Bill 70
Page 2

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 1, 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:

1. 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 1, 2015.
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2015-2016 General Assembly

Committee: House Pensions and Retirement Date: March 23, 2015

Introduced by: Reps. McNeill, Hurley, Bishop, Stam Prepared by: Theresa Matula

Analysis of: PCS to First Edition Committee Staff
H50-CSSH-7

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 10.)

BILL ANALYSIS:

Section 1 amends G.S. 7A-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 t day of
December of the year in which he or she turns 72.

Section 2 amends G.S. 7A-170(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 1, 2016 and applies to magistrates, judges,
and justices holding office on or after that date.

® DR






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 _ :chnical
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 10:17AM.

Respectfully submitted,

Representative Stéphen M. Ross, Chair ta Spratley, mittee Ll‘esk) N

Presiding













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. SHORT TITLE
HB 264 Community Colleges 403(b) Plan.-AB

HB 274 Retirement Technical Corrections Act
of2015.-AB

Adjournment

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 Community Colleges 403(b) Plan.-AB
Draft Number: None
ra
Recommended Referral: None
Long Title Amended: No
Floor Manager: Ross

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL

HB 274 Retirement Technical Corrections Act of 2015.-AB
Draft Number: H274-PCS40232-SH-10
Serial Referral: None

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

TOTAL REPORTED: 2

* CMR9 5 -V - 1%






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

2015-2016 General Assembly

Committee: House Pensions and Retirement, if favorable, Date: March 30, 2015
Appropriations
Introduced by: Rep. McNeill Prepared by: Karen Cochrane-Brown

Analysis of?: First Edition 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.

CL._XENT LAW:

Under current law, the board of trustees of a community college may authorize the purchase « 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 401(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 1 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 Rever : Code
using funds derived from salary reductions.

In addition to the authority described in Section 1, Section 2 of the bill adds a new section to the law
authorizing local boards of trustees to offer participation in the North Carolina 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:

e 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

e 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.

o 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 iternal

Revenue Code.
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e 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.

e 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.

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

e 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 1, 2015.







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 colleges.

The D¢ artment 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 DATA: North Carolina Community College System

TECHNICAL CONSIDERATIONS: None
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PREPARED BY: Brett Altman and Lisa Hollowell
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Mark Trogdon, Director Ve W«X&
Fiscal Research Division ILERN D)

i ;}Nbﬁmﬁw

7

DATE: March 23,2015

Signed Copy Located in the NCGA Principal Clerk's Offices

House Bill 264 (First Edition) 2















ﬂ.,v&;'«’&"

D
7K

1{OUSk BILL 274:

i Retirement Technical Corrections Act of 2015.-
Sk
2015-2016 General Assembly AB

3 - s, v ; P, '

RN

3 57\/ i
208V

Committee: House Pensions and Retirement Date: March 26, 2015
Introduced by: Reps. Gill, L. Bell, EImore, Waddell Prepared by: Theresa Matula
Analysis of: PCS to First Edition Committee Staff

H274-CSSH-10

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
Junds 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.

r

1 2 PCS adds a new Section 6 pertaining to a TSERS member who has served in the uniformed
services and returns to work.

I _L 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 bas 1st work at
least 30 hours per week for nine or e months per calendar y  in order to be cove | 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 iring 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. 135-151(e) for TSERS, and G.S.
-38.10(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.

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

Section § amends G.S. 114-2.4A(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. 114-
2.44, which restrict the transfer or expenditure of funds and overrealized receipts, do not apply to funds
received by the Escheat 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 service 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." Currently 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

O. Walker Reagan Research Division
Director (919) 733-2578
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this subsection. that member's employer shall vemit 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.




<»NL. AL ASSEMBLY OF NORTH CAROLINA
Session 2015
Legislative Rcﬁf‘iment Note
Retirement Benefits

BILL NUMBER: House Bill 274 (First Edition)
SHORT TITLE: Retirement Technical Corrections Act of 2015.-AB

SPONSOR(S): Representatives Gill, L. Bell, EImore, 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:

&~~~ 1 Clarifies the definition of membership in TSERS with regard to hours worked. These
revisions observe the opinion of the NC Supreme Court from 397 in Wiebenson v. Bd. of

Trustees.

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

Sectic= ? 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.

Cn~ntin- 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) 1
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PROPOSED COMMITTEE SUBSTITUTE H274-PCS40232-SH-10
Short Title: ~ Retirement Technical Corrections Act of 2015.-AB (Public)
Sponsors:
Referred to:

March 19, 2015

A BILL TO BE ENTITLED

AN ACT TO ENACT THE RETIREMENT TECHNICAL CORRECTIONS ACT OF 2015.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 135-1(10) reads as rewritten:

"(10)

"Employee" shall mean all full-time employees, agents or officers of the
State of North Carolina or any of its departments, bureaus and institutions
other than educational, whether such employees are elected, appointed or
employed: Provided that the term "employee" shall not include any person
who is a member of the Consolidated Judicial Retirement System, any
member of the General Assembly or any pa time or temporary employee.
Notwithstanding any other provision of law, "employee" shall include all
employees of the General Assembly except participants in the Legislative
Intern Program, pages, and beneficiaries in receipt of a monthly ret :ment
allowance under this Chapter who are reemployed on a temporary basis.
"Employee" also includes any participant whose 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, Public Law 103-353, if that participant was an
employee at the time of the interruption; if the participant does not return
immediately after that service to employment with a covered employer in
this System, then the participant shall be deemed "in service" until the date
on which the participant was first eligible to be separated or released from
his or her involuntary military service. In all cases of doubt, the Board of
Trustees shall determine whether any person is an employee . detined in
this Chapter. "Employee" shall also mean every full-time civilian er loyee
of the North Carolina National Guard who is employed pursuant to section
709 of Title 32 of the United States Code and paid from federal appropriated
funds, but held by the federal authoritics not to be a federal employee:
Provided, however, that the authority or agency paying the salaries of such
employees shall deduct or cause to be deducted from each employee's salary
the employee's contribution in accordance with applicable provisions of
(.S, 135-8 and remit the same, either directly or indirectly, to the Retirement
System; coverage of employees described in this sentence shall commence
upon the first day of the calendar year or fiscal year, whichever is earlier,
next following the date of execution of an agreement between the Sec  ary
of Defense of the United States and the Adjutant General of the State acting
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for the Governor in behalf of the State, but no credit shall be allowed
pursuant to this sentence for any service previously rendered in the
above-described capacity as a civilian employee of the North Carolina
National Guard: Provided, further, that the Adjutant General, in the Adjutant
General's discretion, may terminate the Retirement System coverage of the
above-described North Carolina National Guard employees if a federal
retirement system is established for such employees and the Adjutant
General elects to secure coverage of such employees under such federal
retirement system. Any full-time civilian employee of the North Carolina
National Guard described above who is now or hereafter may become a
member of the Retirement System may secure Retirement System credit for
such service as a North Carolina National Guard civilian employee for the
period preceding the time when such employees became eligible for
Retirement Systeim coverage by paying to the Retirement System an amount
equal to that which would have constituted employee contributions if the
employee had been a member during the years of ineligibility, plus interest.
Employees of State agencies, departments, institutions, boards, and
commissions who are employed in permanent job positions on a recurring
basis ard-whemust work at least 30 er+ere-hours per week for nine or more
months per calendar year arein order to be covered by the provisions of this
subdivision. On and after August 1, 2001, a person who is a nonimmigrant
alien and who otherwise meets the requirements of this subdivision shall not
be excluded from the definition of "employee" solely because the person
holds a temporary or time-limited visa."
SECTION 2. G.S. 135-106(b) reads as rewritten:

" )  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 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 1/12th of the annual longevity payment to which the participant or beneficiary would
be cligible, to a maximum of three thousand nine hundred dollars ($3,900) per month reduced
by any 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, any other federal agency or any payments made under the provisions of
G.S. 127A-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 recetve 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
licu of any long-term benefit otherwise payable. Provided that, in any event, a beneficiary's
ben¢ t 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

Page 2 House Bill 274 H274-PCS40232-SH-10
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benefit to which the beneficiary might be entitled-entitled, effective ~~ ~{ the fir-* ~“+*-~ ~onth
following the 1~~=** ~“1initial 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 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 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. 127A-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 foregoing, 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 recciving 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-term
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-term disability period. In such event, the long-term disability benefit shall
be restored retroactively to the date of cessation."

SECTION 3.(a) G.S. 135-151(e) reads as rewritten:

"(e)  Treatment of Unused Assets. — Any assets of the QEBA plan not used to pay
benefits in the current fisealcr'~~~ar year shall be used for payment of the administrative
expenses of the QEBA for the current or future fisealcalendar years or shall be paid to the
Retirement System as an additional employer contribution."

SECTION 3.(b) G.S. 128-38.10(f) reads as rewritten:

"(f)  Treatment of Unused Assets. — Any assets of the QEBA plan not used to pay
benefits in the current fisea'~~'endar year shall be used for payment of the administrative
expenses of the QEBA for the current or future fisealcalendar years or shall be paid to the
Retirement System as an additional employer contribution."

SECTION 4. G.S. 128-29.1 is repealed.
SECTION 5. G.S. 114-2.4A(c) reads as rewritten:
"(¢)  Exception. — Subsections (b) and (e) of this section shall not apply te-funds-t~-

H274-PCS40232-SH-10 House Bill 274 Page 3
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48] Funds received by the Department of Health and Human Services to the
extent those funds represent the recovery of previously expended Medicaid
funds.

(2)  Funds received by the Escheat Fund and »e~efit 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
US.C. § 4303, who were not dishonor~»"' “ischarged, and wh  fter—being—henorably
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 uniformed
services for the maximum period that they are entitled to reemployment under the Uniformed
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
determination 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 ~~~h*~r who has se=~7_in the uniformed services *~turns to wc
cor  liance with the conditions of this sr=~~<tion ' t member's employer shall remit to the
System all employer and employee contributions tor the full period of that member's military
service,"

SECTION 7. This act becomes effective July 1, 2015.

Page 4 House Bill 274 H274-PCS40232-SH-10
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HOUSE BILL 274
Short Title:  Retirement Technical Corrections Act of 2015.-AB (Public)
Sponsors: Representatives Gill, L. Bell, EImore, and Waddell (Primary Sponsors).

Referred to:  Pensions and Retirement.

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

March 19. 2015

A BILL TO BE ENTITLED

AN ACT TO ENACT THE RETIREMENT TECHNICAL CORRECTIONS ACT OF 2015.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 135-1(10) reads as rewritten:

"(10)

"Employee" shall mean all full-time employees. agents or officers of the
State of North Carolina or any of its departments, bureaus and institutions
other than educational, whether such employees are elected, appointed or
employed: Provided that the term "employee" shall not include any person
who is a member of the Consolidated Judicial Retirement System, any
member of the General Assembly or any part-time or temporary employee.
Notwithstanding any other provision of law. "employee" shall include all
employees of the General Assembly except participants in the Legislative
Intern Program, pages, and beneficiaries in receipt of a monthly retirement
allowance under this Chapter who are reemployed on a temporary basis.
"Employee" also includes any participant whose 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, Public Law 103-353. if that participant was an
employee at the time of the interruption; if the participant does not return
immediately afier that service to employment with a covered employer in
this System, then the participant shall be deemed "in service" until the date
on which the participant was first eligible to be separated or released from
his or her involuntary military service. In all cases of doubt, the Board of
Trustees shall determine whether any person is an employee as defined in
this Chapter. "Employee" shall also mean every full-time civilian employee
of the North Carolina National Guard who is employed pursuant to section
709 of Title 32 of the United States Code and paid from federal appropriated
funds, but held by the federal authorities not to be a federal employee:
Provided. however. that the authority or agency paying the salaries of such
employees shall deduct or cause to be deducted from each employee's salary
the employee's contribution in accordance with applicable provisions of
G.S. 135-8 and remit the same. either directly or indirectly, to the Retirement
System; coverage of employees described in this sentence shall commence
upon the first day of the calendar year or fiscal year, whichever is earlier,
next following the date of execution of an agreement between the Secretary
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of Defense of the United States and the Adjutant General of the State acting
for the Governor in behalf of the State, but no credit shall be allowed
pursuant to this sentence for any service previously rendered in the
above-described capacity as a civilian employee of the North Carolina
National Guard: Provided, further, that the Adjutant General, in the Adjutant
General's discretion, may terminate the Retirement System coverage of the
above-described North Carolina National Guard employees if a federal
retirement system is established for such employees and the Adjutant
General elects to secure coverage of such employees under such federal
retirement system. Any full-time civilian employee of the North Carolina
National Guard described above who is now or hereafter may become a
member of the Retirement System may secure Retirement System credit for
such service as a North Carolina National Guard civilian employee for the
period preceding the time when such employees became eligible for
Retirement System coverage by paying to the Retirement System an amount
equal to that which would have constituted employee contributions if the
employee had been a member during the years of ineligibility, plus interest.
Employees of State agencies. departments, institutions, boards, and
commissions who are employed in permanent job positions on a recurring
basis and-whemust work at least 30 ermere-hours per week for nine or more
months per calendar year arein order to be covered by the provisions of this
subdivision. On and after August 1, 2001, a person who is a nonimmigrant
alien and who otherwise meets the requirements of this subdivision shall not
be excluded from the definition of "employee" solely because the person
holds a temporary or time-limited visa."
SECTION 2. 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 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 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 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, any other federal agency or any payments made under the provisions of
G.S. 127A-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

Page 2 H274 [Edition 1]
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amount, as determined by the Board of Trustees. equal to a primary Social Security retlrement
benefit to which the beneficiary might be entitlee ~~**led. effect” T
following the m~-*- of initial er***'2ment.

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 1/12th of the annual
longevity payment to which the participant or beneficiary woi 1 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. 127A-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 foregoing, 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-term
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-term disability period. In such event. the long-term disability benefit shall
be restored retroactively to the date of cessation."

SECTION 3.(a) G.S. 135-151(e) reads as rewritten:

"(e) Treatment of Unused Assets. — Any assets of the QEBA plan not used to pay
benefits in the current fisee'~~"-1"-~ year shall be used for payment of the administrative
expenses of the QEBA for the current or future fisealcalen”~~ years or shall be paid to the
Retirement System as an additional employer contribution."

SECTION 3.(b) G.S. 128-38.10(f) reads as rewritten:

"(f)  Treatment of Unused Assets. — Any assets of the QEBA plan not used to pay
benefits in the current fisee'~~'~~~~~ year shall be used for payment of the administrative
expenses of the QEBA for the current or future fi Icalendar years or shall be paid to the
Retirement System as an additional employer contribution."”

SECTION 4. G.S. 128-29.1 is repealed.
SECTION §. G.S. 114-2.4A(c) reads as rewritten:

H274 [Edition 1] Page 3
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"(c)  Exception. — Subsections (b) and (e) of this section shall not apply te-fenrds-to:

(1)  Funds received by the Department of Health and Human Services to the
extent those funds represent the recovery of previously expended Medicaid
funds.

2) Funds received by th anc¢ “~nefit plans ~Aminictarad by the
Department of State I reasurer."

SECTION 6. This act becomes effective July 1, 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 10:00am. 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 MODIFICATIONS.-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 of :e.
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 10:47am.

Respectfully submitted, N

2 - WL& Qu/wt, —

Representative Allen McNetll, Chair B Laura Sullivan, Committee Clerk













NOK . d 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 etirement will meet as follows:

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

LOCATION: 415 LOB

COMMENTS: Rep. Allen McNeill, Chair.

The following bills will be considered:

BILL NO. SHORT TITI SPONSOR
HB 277 Retirement Admin. Changes Act of Representative Ross
2015.-AB Representative Gill

Representative Goodman
Representative McNeill
HB 301 Escheat Fund ! »difications.-AB Representative Collins
Representative Ross
Representative Tine
Representative Warren

HB 331 Sheriffs' Supp. Pension Fund/Sick Representative Saine
Leave. Representative Setzer

HB 385 Increase Sheriffs' Supp. Pension Court Representative McNeill
Cost. Representative Presnell

Representative Shepard
Representative Waddell
HB 555 Probation/Parole Officers Retirement. Representative McNeill
Representative Faircloth
Representative Boles
Representative Hurley






Respectfully,

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

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

_ Principal ¢ 'tk
_ Reading Clerk — House Chamber

Laura Sullivan (Committee Assistant)






AGENDA

2015-2016 House Committee on Pensions & Retiri er

Date: April 14, 2015
Room: 415L0B
Time: 10:00 am

Presiding: Representative Allen McNeill, Chairman

AGENDA ITEMS

HB 277 Retirement Adm . Changes Act of 2015.-AB

Representative Ross, Sponsor
Representative Gill, Sponsor
Representative Goodman, Sponsor
Representative McNeill, Sponsor

HB 301 Escheat Fund Mo (fications.-AB

Representative Collins, Sponsor
Representative Ross, Sponsor
Representative T e, Sponsor
Representative Warren, Sponsor

HB 331 Sheriffs’ Supp. Pension Fund/Sick Leave

Representative Saine
Representative Setzer, Sponsor

HB 385 Increase Sheriffs’ 1pp. Pension Court Cost

Representative McNeill, Sponsor
Representative P snell, Sponsor
Representative ¢ :pard, Sponsor
Representative Waddell, Sponsor






HB 555 Probation/Parole Officers Retirement

‘ Representative McNeill, Sponsor
Representative Faircloth, Sponsor
Representative Boles, Sponsor
Representative Hurley, Sponsor

ADJOURNMENT
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1 SECTION 12. This act becomes effective October 1, 2015.
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HOUSE BILL 277:
Retirement Admin. Changes Act of 2015.-AB

2015-2016 General Assembly

Committee: House Pensions and Retirement Date: April 13,
Introduced by: Reps. Ross, Gill, Goodman, McNeill Prepared by: Karen Cochrane-Brown
Analysis of: PCS to First Edition Committee ¢ insel

H277-CSRO-3

SUMMARY: The Proposed Committee Substitute for House Bill 277 makes various 1anges 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 boar 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 1s 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 E )loyees'
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' Retiremer  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.

O. Walker Reagan Research Division
Director (919) 733-2578
*H27?77-SMRO-10 C€SRO-3 ~-V2=x
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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 it 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 Suj lemental 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 DATE: This act becomes effective October 1, 2015.
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Emplovees' Retirement System. Local Governmental Enmr-='-~-~'" ™-“-ement System, or
Consolidated Judicial Retirement System. A retirement benerit_shall not be paid -=ar *hie
subsection if tb~ =~mber is actively contributing to th~ Te~che~' and St—* * ~ployees'

Retirement System. Local Governmental Employees' ™ ~*irement 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
Insurance Plan, of the death, in service, of a member who had completed at least one full
calendar year of membership in the Retirement System, there shall be paid to such person as he
shall have nominated by 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

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 it his death occurs within 180 days from the last
day of his actual service.

The death benefit provided in this subsection (I) shall not be payable, notwithstanding the
member's compliance with all the conditions set forth in the preceding paragraph, if his death
occurs

(1) After 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 31, 1971 and after he has attained age 67, or
(5) After December 31, 1972 and after he has attained age 66, or
(6) After December 31, 1973 and after he has attained age 65 or
(7) After December 31, 1978, but before January 1, 1987, and after he has
attained age 70.

Notwithstanding the above provisions, the death benefit shall be payable on account of the
death of any member who died or dies on or after January 1, 1974, but before January I, 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 (1) by purchasing a contract or
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contracts of group life insurance with any life insurance company or companies licensed and
authorized to transact business in this State for the purpose of insuring the lives of members in
service, or (1) by establishing a separate trust fund qualified under Section 501(c)(9) of the
Internal Revenue Code of 1954, as amended, for such purpose. To that end the Board of
Trustees is authorized, empowered and directed to investigate the desirability of utilizing group
life insurance by either of the foregoing methods for the purpose of providing the death :nefit.
If a separate trust fund is established, it shall be operated in accordance with rn s and
regulations adopted by the Board of Trustees and all investment earnings on the t st fund shall
be credited to such fund.
In administration of the death benefit the following shall apply:

() For the purpose of determining eligibility only, in this subsection "calendar
year" shall mean any period of 12 consecutive months or, if less, the period
covered by an annual contract of employment. For all other purposes in this
subsection "calendar year" shall mean the 12 months beginning January |1
and ending December 31.

(2) Last day of actual service shall be:

a. When employment has been terminated, the last day the er
actually worked.
b. When employment has not been terminated, the date on which an

absent member's sick and annual leave expire, unless he is on
approved leave of absence and is in service under the provisions of
G.S. 135-4(h).

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 ights
Act, Public Law 103-353, 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 1s on leave of absence, his status with respect to
the death benefit will be determined by the provisions of G.S. 135-4(h).

4) A member on leave of absence from his position as a teacher or State
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. The
amount of the death benefit for such member shall be the-equivalent-of-the

é$2§—999—)—nef—te—exeeed-ﬂfty thousand dollars ($50 000)

The provisions of the Retirement System pertaining to Administration, G.S. 135-6, and
management of funds, G.S. 135-7, are hereby made applicable to the Plan.

A member who is a beneficiary of the Disability Income Plan provided for in Article 6 of
this Chapter, or a member who is in receipt of Workers' Compensation during the period for
which he or she would have otherwise been eligible to receive short-term benefits or extended
short-term benefits as provided in G.S. 135-105 and dies on or after 181 days from the last day
of his or her actual service but prior to the date the benefits as provided in G.S. 135-105 would
have ended, shall be eligible for group life insurance benefits as provided in this subsection,

notwithstanding that the member is no longer an employee or teacher or that the men S
death occurs after the eligibility period after active service. The-basis—of-the-deathb it
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_The amo'* ~* the de~** benefit “~- ket ~ember

5hall be fifty thousand dollars ($50.000). A member in receipt of benefits from the Ulsablllty
Income Plan under the provisions of G.S. 135-112 whose right to a benetit accrued under the
former Disability Salary Continuation Plan shall not be covered under the provisions of this
paragraph.

Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this
subsection, of the death of a retired member of the Retirement System on or after July 1, 1988,
but before January 1, 1999, there shall be paid a death benefit to the surviving spouse of the
deceased retired member or to the deceased retired member's legal representative if not
survived by a spouse; provided the retired member has elected, when first eligible, to make, and
has continuously made, in advance of his death required contributions as determined by the
Board of Trustees on a fully contributory basis, through retirement allowance deductions or
other methods adopted by the Board of Trustees, to a group death benefit trust fund
administered by the Board of Trustees separate and apart from the Retirement System's
Annuity Savings Fund and Pension Accumulation Fund. This death benetit shall be a lump-sum
payment in the amount of five thousand dollars ($5.000) upon the completion of twenty-four
months of contributions required under this subsection. Should death occur before the
completion of twenty-four months of contributions required under this subsection, the deceased
retired member's surviving spouse or legal representative if not survived by a spouse shall be
paid the sum of the retired member's contributions required by this subsection plus interest to
be determined by the Board of Trustees.

Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this
subsection, of the death of a retired member of the Retirement System on or after January I,
1999, but before July 1, 2004, there shall be paid a death benefit to the surviving spouse of the
deceased retired member or to the deceased retired member's legal representative 1f' not
survived by a spouse; provided the retired member has elected, when first eligible, to make, and
has continuously made, in advance of his death required contributions as determined by the
Board of Trustees on a fully contributory basis, through retirement allowance deductions or
other methods adopted by the Board of Trustees, to a group death benefit trust fund
administered by the Board of Trustees separate and apart from the Retirement System's
Annuity Savings Fund and Pension Accumulation Fund. This death benefit shall be a lump-sum
payment in the amount of six thousand dollars ($6,000) upon the completion of 24 months of
contributions required under this subsection. Should death occur before the completion of 24
months of contributions required under this subsection, the deceased retired member's surviving
spouse or legal representative if not survived by a spouse shall be paid the sum of the retired
member's contributions required by this subsection plus interest to be determined by the Board
of Trustees.

Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this
subsection, of the death of a retired member of the Retirement System on or after July 1, 2004,
but before July 1, 2007. there shall be paid a death benefit to the surviving spouse of the
deceased retired member or to the deceased retired member's legal representative if not
survived by a spouse; provided the retired member has elected, when first eligible, to make, and
has continuously made, in advance of his death required contributions as determined by the
Board of Trustees on a fully contributory basts, through retirement allowance deductions or
other methods adopted by the Board of Trustees, to a group death benefit trust fund
administered by the Board of Trustees Fund and Pension Accumulation Fund. This death
benefit shall be a lump-sum payment in the amount of nine thousand dollars ($9,000) upon the
completion of 24 months of contributions required under this subsection. Should death occur
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before the completion of 24 months of contributions required under this s )section, the
deceased retired member's surviving spouse or legal representative if not survived by a spouse
shall be paid the sum of the retired member's contributions required by this subsection plus
interest to be determined by the Board of Trustees.

Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this
subsection, of the death of a retired member of the Retirement System on or after July 1, 2007,
but before January 1, 2015, there shall be paid a death benefit to the surviving spouse of the
deceased retired member or to the deceased retired member's legal representative if not
survived by a spouse; provided the retired member has elected, when first eligible, to make, and
has continuously made, in advance of his death required contributions as determined by the
Board of Trustees on a fully contributory basis, through retirement allowance ductions or
other methods adopted by the Bc d of Trustees, to a group death benefit trust fund
administered by the Board of Trustees Fund and Pension Accumulation Fund. This death
benefit shall be a lump-sum payment in the amount of ten thousand dollars ($10,000) upon the
completion of 24 months of contributions required under this subsection. Should dea occur
before the completion of 24 months of contributions required under this subsection, the
deceased retired member's surviving spouse or legal representative if not survived by a spouse
shall be paid the sum of the retired member's contributions required by this subsection plus
interest to be determined by the Board of Trustees.

Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under this
subsection, of the death of a retired member of the Retirement System on or after January 1,
2015, there shall be paid a death benefit 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 tired
member's legal representative; provided the retired member has elected, when first eligible, to
make, and has continuously made, in advance of his death required contributions as determined
by the Board of Trustees on a fully contributory basis, through retirement allowance deductions
or other methods adopted by the Board of Trustees, to a group death benefit trust fund
administered by the Board of Trustees Fund and Pension Accumulation Fund. This death
benefit shall be a lump-sum payment in the amount of ten thousand dollars ($10,000) upon the
completion of 24 months of contributions required under this subsection. Should death occur
before the completion of 24 months of contributions required under this subsection, the
deceased retired member's designated beneficiary or beneficiaries, or surviving spouse if there
1s no surviving beneficiary, or legal representative if not survived by a designated beneficiary
or spouse, shall be paid the sum of the retired member's contributions required by this
subsection plus interest to be determined by the Board of Trustees."

SECTION 11.(b) G.S. 128-27(1) reads as rewritten:

"(1)  Death Benefit Plan. — The provisions of this subsection shall become effective for
any employer only after an agreement to that effect has been executed by the employer | 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 rece t of proof,
satisfactory to the Board of Trustees in their capacity as trustees under the Group Life
Insurance Plan, of the death, in service, of a member who had completed at least one full
calendar year of membership in the Retirement System, there shall be paid to such person as he
shall have nominated by electronic submission prior to completing 10 years of service in a fc
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 benetit. Such death benefit shall be equal to the

greateroft-
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a—airimum—of—twenty-five—thousand—deHars—{$ nd—a—maximum—ottifty
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 it his death occurs within 180 days from the last
day of his actual service.

The death benefit provided in this subsection shall not be payable, notwithstanding the
member's compliance with all the conditions set forth in the preceding paragraph, if his death
occurs

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

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

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

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

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

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

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

attained age 70.

Notwithstanding the above provisions, the death benefit shall be payable on account of the
death of any member who died or dies on or after January 1, 1974, but before January 1, 1979,
after attaining age 65, if he or she had not yet attained age 65, if he or she had not yet attained
age 66, was at the time ot death completing the work year for those individuals under specific
contract, or during the fiscal year for those individuals not under specific contract, in which he
or she attained age 65, and otherwise m: 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 (1) by purchasing a contract or
contracts of group life insurance with any life insurance company or companies licensed and
authorized to transact business in this State for the purpose of insuring the lives of members in
service, or (it) by establishing a separate trust fund qualified under section 501(c)(9) of the
Internal Revenue Code of 1954, as amended, for such purpose. To that end the Board of
Trustees is authorized, empowered and directed to investigate the desirability of utilizing group
life insurance by either of the foregoing methods for the purpose of providing the death benefit.
If a separate trust fund is established, it shall be operated in accordance with rules and
regulations adopted by the Board of Trustees and all investment earnings on the trust fund shall
be credited to such fund.

In administration of the death benefit the following shall apply:

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

(2) Last day of actual service shall be:

a. When employment has been terminated, the last day the member
actually worked.
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NORTH CAROLINA

DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JANET COWELL STEVE TOOLE
TREASURER 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: 111-47.3 (proposed); 115C-438; G.S. 126-5(c13) (proposed); 120-4.31 (proposed)
150B-21.3A (proposed); 128-21(10a) & (10b) (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 McNeill

Cost: Actuarial Analysis is Pending Completion for sections 4, 8, 10, 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 inc 1ses 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 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,

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
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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 Ac  inting
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  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 Paym. ts

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 1, 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
BILL NUMBER: House Bill 277 (Second Edition)

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

SPONSOR(S): Representatives Ross, Gill, Goodman, and McNeill

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 En  oyees’ 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 401 | 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.

£-~+~~7 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.

Cn~n~eine - 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.

¢~n~tm- € 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.

Sect~= 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 staft of the
Supplemental Retirement Plans.

Section 10: Clarifies the procedures for paying a member’s Required Minimum Distributions at
age 70-1/2.

Section 11: Changes the enforcement policy 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 DATE: 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:

Me ship Statistics (as of 12/31/2013 unless other 2 ~-*-1, M = millions)
TSERS LGEk~ | =~ T LRSS
| Activa Mambers | | I "

Lount 310,570 123.43> d00 170

General Fund $9.914M $71M $4M

Compensation

Valuation $13.608M $5.556M P11V $4M

Compensation

(Total)
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Bene!  -ovisions
TSERS LGERS RS LRS |
Formula 1.82% x Service 1.85% x 3.02% to 4.0270
x4 Year Avg Service 4.02% x Service
Pay x 4 Year Avg x Service x Highest Pay
| B | Pav x Final Pay

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

LEO)/5
Employee 6% 6% 070 7%
contribution (as %
of pay)

Further detailed information concerning these assumptions and methods is shown in the
actuary's report, which 1s available upon request from David Vanderweide.

SOURCES OF DATA:

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 of 2015, April 10, 2015, original of which is on file in the General Assembly’s
Fiscal Research Diviston.

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

APPROVED BY:
Mark Trogdon, Director
Fiscal Research Division
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DATE: April 15,2015

Signed Copy Located in the NCGA Principal Clerk's Offices

House Bill 277 (Second Edition) 4
















NORTH CAROLINA

DEPARTMENT OF ST “E TREASURER
UNCLAIMED PROPEL. . / ESCHEATS DIVISION

JANET COWELL Brenda D. Williams
TREASURER Deputy Treas r

HB 301 — Escheat Fund Modifications (Agency Bill)

Bill Summary

The legislation makes changes to the statutes governing investment of the Escheat 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 Escheat Fund should become a sustainable source of
funding for purposes authorized by the state constitution, namely, providing scholarships for deserving | 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-yielding bonds. This 20% authority is basec 1 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)(6¢) (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 section directs the Treasurer to engage a th 1 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 section allows the Treasurer to invest up to an additional 10% 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

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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This Bill Analysis

:fler  the contents

of the bill as it was
presented in

HOUSE I[LL 301: commitess
Escheat Fund Modifications.-AB

2015-2016 General Assemblv

Committee: House Pensions and Retirement Date: April 13,2015

Introduced by: Reps. Collins, Ross, Tine, Warren Prepared by: Theresa Mati 1

Analysis of: PCS to First Edition Committee Staff
H301-CSSH-13

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:

(1)  Escheats prior to July 1, 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. / 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 St . The method, amount, and type of distribution shall be

' prescribed by law.

§ 116B-5 requires all property escheated or abandoned to be paid into the Escheat Fund and
administered by the Treasurer.

§ 116B-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 spec  funds, including the Escheat Fund.

§ 36E-3 pertains to the standard of conduct in managing and investing institutional funds.
§ 36E-3 (e)(1)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)(12)
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: (1) provide a perpetual and sustainable source of
funding; and (i1) 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-subdivision (a) which
. currently allows up to 20% of the assets to be invested in certain authorized investments. The bill
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House Bill 301

Page 2

expands investment options to include opportunistic fixed income (6¢) and inflation sensitive (9a)
investments.

G.S. 147-69.2(b)(12)(b) i1s 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) 1s 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
(6¢) 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. 36E-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 DATE: This bill would become effective when it becomes law.










HOUSE BILL 555:
Probatior 'Parole Officers Retirement

2015-2016 General Assembly

Committee: House Pensions and Retirement, it favorable. Date: April 13,2015
Appropriations

Introduced by: Reps. McNeill, Faircloth, Boles, Hurley Prepared by: Theresa Matula

Analysis of: First Edition 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-tin paid employee of the Division of Adult _or tion
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:

e 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.

o Early Retirement (Reduced Benefit: at age S0 with 15 years creditable service versus age 50
with 20 years creditable service or age 60 with 5 years creditable service.

e Provides a Separation Allowance
e Provides a Separate Insurance Benefits Plan

e Survivor’s Alternate Benefit with 20 years, regardless of age, or age 50 with 15 years, or age 55
with § years, or 15 years of creditable service if killed in line of duty versus 20 yi  sre: dless
of age, or age 60 with 5 years

EFFECTIVE DATE: This bill would become effective July 1, 2015, and apply to persons retiring on
or after that date.

O. Walker Reagan l"ll Research Division
Director (919) 733-2578
*H 5555 ,.,.8H=-21 E1 =-V4&x






GENERAL ASSEMBLY OF NORTH CAROLINA
Session 3015

Legislative Retirement Note
BILL NUMBER: House Bill 555 (First Edition)
SHORT TITLE: Probation/Parole Officers Retirement.

SPONSOR(S): Representatives McNeill, 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(11c) 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 oth  areas
of the General Statutes:

e G.S 135-5(b19) 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(11c), changing the definition of
law-enforcement officer extends those retirement age provisions to probation/parole
officers.

e (.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(11c)...”. By changing the definition in G.S.
135-1(11c), the bill causes probation/parole officers to start earning service toward the
separation allowance.

o (.5.143-166.60 says that the SIBP is established for “all law enforcement officers, as
defined in G.S. 135-1(11c¢)...” By changing the definition in G.S. 135-1(11c), the bill
makes probation/parole officers eligible for the SIBP.

The bill does not change the definition of law enforcement officer in G.S. 143-166.30(a)(4). . uat
ts the definition that applies to the NC 401(k) Plan. Thus, the bill does not extend the law-
enforcement 40 1(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.

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 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:

s t\nn“lrnw Hartman & ‘A nnnnnnnnn

Y ear T
FY 2015-16 $0 »
FY 2016-17 $0 $0
FY 2017-18 $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:

Men :rship Statictics (as of 12/31/. 3 unless otherwise noted, M = millions)
TSERS SIBP
Active Members
Count 310,370 23.840
General Fund Compensation $9,914M $190M
Average Age 45 39
Avyerage Service 10.6 2

House Bill 555 (First Edition) 2







Further detailed information concerning these assumptions and methods is shown in the ‘
actuary's report, which 1s available upon request from David Vanderweide.

SOURCES OF DATA:

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 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

APPROVED BY:

Mark Trogdon, Director &' i R
. P = S H %
Fiscal Rescarch Division Official -7 (0’ Ya®
Fisenl Resenrch Mhvision
5T - Paldicatien

3
DATE: April 13,2015 %

Signed Copy Located in the NCGA Principal Clerk's Offices
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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) Section 2 of this act becomes effective July 1, 2015, and expires
January 31, 2019.

SECTION 3.(c) The remainder of the act is effective when it becomes law.
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HOUSE BILL 385:
Increase Sheriffs' Supp. Pension Court C st

2015-2016 General Assembly

Committee: House Pensions and Retirement, if tavorable, Date: April 13,2015
Finance

Introduced by: Reps. McNeill, Presnell, Shepard, Waddell Prepared by: Theresa Matula

Analysis of: PCS to First Edition Committee Staff

H385-CSSH-17

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 (L __IRS) 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. 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 « nsored
plan. The Sheriffs' Supplemental Pension Fund (SSPF) is administered by the NC Depar nt 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. 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.

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
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House Bill 385
Page 2

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 1 of the bill pertaining to
court costs. Section 1 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. 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.

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 1, 2015, and expires January 31, 2019.

Section 3(¢) 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
I8 months of sick leave credit (12 x 30 /20 = 18). Additionally, the extra benefit due to using 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.









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 bill 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. 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. 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 Total Cost
District Court Infraction $179.25
District Court Infraction - Chapter 20 Otftense $189.25
District Court Misdemeanor $181.25
District Court Misdemeanor - Chapter 20 Offense $191.25
Superior Court wr++~* First Appearance in District Court $206.25
Superior Court without First Appearance in District Court - Chapter 20 Offense $216.25
Superior Court with First Appearance in District Court $335.75
Superior Court with First Appearance in District Court - Chapter 20 Offense $345.75
Superior Court Infraction Appealed from District Court for Trial De Novo $369.75
Superior Court Infraction Appealed from District Court for Trial De Novo - $389.75
Chapter 20 Oftense

Superior Court Misdemeanor Appealed from District Court for Trial De Novo $373.75
Superior Court Misdemeanor Appealed from District Court for Trial De Novo - $393.75
Chapter 20 Offense
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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.  : 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. (Represer tives
McNeill, Presnell, Shepard, Waddell). A Proposed Committee Substitute was introduced by
the bill sponsors and motioned by Representative Waddell, seconded by Re] ientative
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,

Representative Stephen M. Ross, Chair i@ra Spratley, Cammittee CTerk
Presiding
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House Committee on Pensions and Retirement
Tuesday, April 21, 2015, 10:00 AM
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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 participants have been paid. This section adds new language to statutes
governing both the TSERS and LGERS.

Section 4 amends the governing dissolution of a charter 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 1, 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 emplover prior to
the date of participation in the Retirement System, to employers that began participation in the System
prior to November 1, 2015.

EI@ ECTIVE DATE: This act becomes effective January 1, 2016.






















GENERAL ASSEMBLY OF NORTH CAROLINA
Session 2015

Legislative Retirement Note
Retirement Benefits

BILL NUMBER: House Bill 276 (First Edition)
SHORT TITLE: Agency Participation Procedures Act of 2015.-AB

SPONSOR(S): Representatives Ross. Gill. Goodman, and McNeill

FUNDS AFFECTED: State General Fund, State Highway Fund, other State emplo  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 charter schools and
local governments egin 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 charter. 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 charter school. The bill allows charter schools to stop particij ng in
TSERS. but requires the charter school to first notity its employees and the Retirement Sy:  n 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 em; »yer 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

House Bill 276 (First Edition) ]
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Brief Bill Summary

e 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 will 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 liability 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 voluntary 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

loyees wor.  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 1, 2015 and does not in

agencies that have already applied to join.

iIct

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

www.myncretirement.com
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NORTH CAROLINA

DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION ‘

JANET COWELL STEVE TOOLE
TREASURER 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. [15C-218.100; 120-114(f) & (g) (proposed); 135-5.3; 135-8(i) (proposed); 128-21(17); 128-26(a); 128-
30(1) (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
exiting 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 Carolina 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 1, 2015 and does not impact agencies that have
already applied to join.

SECTION SIX: Effective Date

Unless otherwise noted, this act becomes effective January 1, 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 frce Fax (919) 508-5350
www.myncretirement.com
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CHARTER SCHOOLS UNDrR H-276 (PCS)

New Charter School
{(in operation for less than one school year)

Existing Charter School
(in operation for more than one school year)

NOTIFICATION OF ELECTION TO JOIN
RETIREMENT SYSTEM
e No 30-day window
e Automatic provisional affiliation
for one year upon notification of
election to join
e May be removed for late payment or
failure to submit contributions
e May choose to leave the Retirement
Systems at any time prior to full
affiliation

NOTIFICATION OF ELECTION TO JOIN
RETIREMENT SYSTEM
e  Charter school notifies Board of Trustees
of intent to join Retirement System
¢ Financial & Actuarial review to evaluate
stability and risk to the Retirement
Systems
e Determination of withdrawal liability
e Acknowledgement and acceptance of
withdrawal liability

\ 2

Vote by Board of Trustees to grant or deny
full affiliation with Retirement System

Financial & Actuarial Review to evaluate
stability and risk to the Retirement
Systems
e Determination of withdrawal liability
e Acknowledgement and acceptance of
withdrawal liability

Y

Vote by Board of Trustees to grant or
deny full affiliation with the Retirement
Systems
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NORTH CAROLINA

DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION .

JANET COWELL STEVE TOOLE
TREASURER RETIREMENT SYSTEMS DIRECTOR

Administrative Difficulties with Charter Schools in the Retirement System

. STATUS QUO:
e Char 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
e Admission to the Retirement System is irrevocable
o 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

1. ADMINISTRATIVE PROBLEMS LINKED TO CURRENT LAW:

o Forty percent (40%) of charter schools in the Retirement System (27 out of 69 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 Ifan agency fails to forward withholdings from employee paychecks, it can trigger criminal
investigation (e.g., see page 6 of audit of Kinston Charter Academy)

o Three of the 69 schools have received between 5 and 10 penalties each

e Three schools have incurred more than 20 late payment penalties each

o 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

e Areview 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, RALEIGH, NORTH CAROLINA 27603-1385 '
Telephone (919) 807-3050 or (877) 627-3287 toll free Fax (919) 508-5350
www.myncretirement.com
Page 004



I1I. PROPOSAL:
e 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
e 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
e 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
e 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

e Kinston Charter surrendered its charter in September 2013

e 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 of Investigation

e 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.

e 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(f)]

e The agency was in arrears with the retirement system for 23 months in four years.

e 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
e Opened in the fall of 2013 and has already received a late payment penalty.
e State Board of Education voted to revoke charter and school closed effective April 1, 2015.

Downtown Middle School/STEAM Academy
e State charter revoked in April 2013
e Ceased reporting contributions without notifying Retirement System of status change

Wilmington Prep Academy

e Has received 38 late payment penalties
Prepared by Retirement Systems Division staff, April 15, 2015
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SEGS Academy to voluntarily
shut down operations
Thursday

Posted: Apr 01, 2015 8:44 AM EDT
Updated: Apr 05, 2015 8:44 AM €DT

By: WECT Staff  CONNECT

COLUMBUS COUNTY, NC (WECT) - SEGS Academy, a charter school in Columbus County,
will voluntarily 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.

“Qur students are not 'bad kids' and we remind them that none of these current stresses
are their fault,” 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 said 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 filling in
with sixth and seventh graders because the school is short staffed.

“We've taken pay cuts. We've become janitors,” Bezio said. “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 full-time teachers and two substitutes for 87 students in
Kindergarten through seventh grade, according to Johnston.

She said the school was notified last week that the state would no longer pay for meals at
the school. It would have cost the school $500 a day to provide the food.

“We would have never survived financially,” Johnson said.

Copyright 2015 WECT. All rights reserved.

RECOMMENDED by Tabool
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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 1, 2014. The Divi n of
School Business (School Business) initiated a Financial Review of SEGS’ financial records for the period of July 1,
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 § 115C-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 10-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 § 115C-238.29F and assess the school’s internal contr  including the policies and
procedures for collecting and reporting financial data, to help ensure:

e  Adequate governance over school management and operations,

e  Appropriateness of the management company relationship with SEGS,

e Compliance with its charter, laws and regulations,

e  Adequate supporting documentation for expenditures, and

e  Adequate accounting system is maintained by the school.
To accomplish these objectives, School Business reviewed applicable 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,
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REVIEW RESULTS

The review found that SEGS has a number of serious internal control and financial issues, including:

e SEGS has relatives on the Board and employed in administrative and staff positions in the school.
Inciuding
o Randolph Keaton — Board Chair as of August 2014 and CEO of Men and Women United. Brother
of Devoria K Berry, Executive Director of SEGS
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

e 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

e 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

e 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, DPI 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 3 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.

e 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.

e 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.
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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:

Unrestricted General fund balance deficit of $36,351.
Expenditures exceeded revenues by $27,802.

Cash Flow concerns

Related party transactions.

bl a e

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 instability, the
State has serious concerns regarding the school’s financial management and its ability to meet operating
expenditures in the future.

SEGS ENTERED INTO A “LOAN” AGREEMENT WITH THE CURRENT DIRECTOR’S
NONPROFIT ORGANZIATION 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 ar  nt 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 1, 2013 through July 31, 2013 identified a counter credit in the
amount of $200,000 made on July 22, 2013. 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 7/1/2013 to 6/30/14 shows the $200,000 deposit #114 into account 2.2010.000.000.000.000.02
“LOAN PAYABLE-OAKLEY/BERRY” WITH “LOAN PROCEEDS FROM W OAKLEY” entered in the
Description field. In addition to her current responsibilities 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.”
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3. SEGS DISBURSED “LOAN” REPAYMENTS TOTALLING $184,000 TO THE CURRENT
DIRECTOR AND HER NONPROFIT ORGANIZATION WITHOUT BOARD APPROVAL.

Review of the school’s bank statement for July 1, 2013 through July 31, 2013, identified a “customer
withdrawal image” for $150,000 dated July 26, 2013. The school’s 1SIS 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 N0.2721908 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 1, 2013 through September 30, 2013 shows an online 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 1, 2013 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 1SIS 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 1, 2013 through October 31, 2013 shows check 1007
to the school’s current Director’s in the amount of $2,000 on October 13, 2013. Data entered into the school’s
IS1S 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 TOTAL 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 1 above, no documentation exists 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 third 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 1 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.
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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 contracte” ~~~agement services c 15,128 $ 9,900
Community Support Agency - Lease Payments $ 58,495 $ 74,105
Andrea Simmons — contracted services agreement | $ 6,000 $ 14,580
™~gria Berry — contracted services agreement $ 31,250
Leslie McLaurin $ 12.516 $ Wh)
Total $ 92,139 $

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 115C-238.29H (al) 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.”

SEGS HAS INTERNAL CONTROL DEFICIENCIES RELATED TO ADEQUATE DOCUN NTED
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
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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 1 — 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 115C-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 115C-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
114C-238.29G(a)(2)).
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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:

e  Ann Marie Johnston, Head of School
e Devoria K. Berry, Director
e 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 100% of SEGS’ payroll transactions for administrative staff for the time
period of July 1, 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 i tional
inaccuracies. NC General Statue 115C-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 114C-238.29G(a)(2)).
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LOCAL NEWS

Audit: Failed Kinston charter
school mismanaged taxpayer
funds

Posted January 28

23 6 ar 0

By EMERY P. DALESIO, Associated Press

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 ifter 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 hat saying the audit contains "multiple errors of fact (and) significant
distortions of fact."
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(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.

H The board of directors of each charter school may elect to revoke its decision to be a
participating employer in the Retirement System for all of its employees. In order to make such
a revocation. a board shall:

[8)) Commun’~~*e i*~ "~ :ision ar * “rovide *" - Retirement Systepr= Mvrininn ~f
the State Ireasurer's Office with copies ot any actions by the Board rat~tm«
to this election.

2) Notifv its emplovees at least seven dayvs prior to any vote by the Board on
revoking the election that. effective with the ~*-rter school's withdrawal
from the Retirement System. those emplovees »Ii not earn any additional
¢i+able service in the Retirement System.

3) Make a lump sum pavment of the withdrawal liability required under
G.S. 135-8(1)."

SECTION 2. G.S. 120-114 reads as rewritten:

"§ 120-114. Actuarial notes:notes; Retirement System advisory letters and cost estim~*-,

(a) Every bill, joint resolution, and simple or concurrent resolution introduced n 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 cach 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.

(¢) 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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"(i)  Pay~~=t *~ Tease Participat~~ - Any employing unit that is all~w~d ¢~ ~enge
participation in _t*= Retirement System b the General Assembly shall make ~ lump sum

pavment to the Local F~~e~=ental Emplovees’ P~+-gment Crictrom aneel 4o the ~~tgrig]

present value of the additional liabilities imposed upon th= “*stem. to be determined by the

System's consulting actr~= =l a» "’J"“m:”‘""":"" Formien o drtisniead Lo sbe Board of

Trustees."

SECTION 4. This act becomes effective July 1, 2015.
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HOUSr BILL 616:
Local Governmental Employees' Retire. COLA

2015-2016 General Assembly

Committee: House Pensions and Retirement, it favorable, Date: April 20, 2015
Appropriations

Introduced by: Rep. McNeill Prepared by: Theresa Matula

Analysis of: First Edition 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 reflect 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(1ll) would provide a 1% COLA to retirees in the LGERS effective July 1. 2015.

EFFECTIVE DATE: This act would become effective July 1. 2015.

CURRENT LAW:

‘ 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%). cach 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 vear earlier shall
be determined. If such ratio indicates an increase of at least one per centum 1 %), ear  beneficiary on
the retirement rolls as of July 1. 1970, shall be entitled to have his allowance increased effective July 1,
1971, as follows:

Increase Increase In

In Index Allowance
1.00 to 1.49% 1%
1.50 to 2.49% 2%
2.50 to 3.49% 3%
3.50% or more 4%

As of December 31, 1971. an increase in retirement allowances shall be calculated and made
effective July 1, 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 | 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-vear 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 Index, 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.










HOUSE BILL 616:
Local Governmental Employees' Retire. COLA

2015-2016 General Assenmbly

Committee: House Pensions and Retirement, if favorable, Date: April 20,2015
Appropriations

Introduced by: Rep. McNeill Prepared by: Theresa Matula

Analysis of: First Edition 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 reflect 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(111l) would provide a 1% COLA to retirees in the LGERS effective July 1. 2015.

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

CURRENT LAW:

‘ 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 ecarlier 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+ lier 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 entitled to have his allowance increased effective July I,
1971, as follows:

Increase Increase In

In Index Allowance
1.00 to 1.49% 1%
1.50 to 2.49% 2%
2.50 to 3.49% 3%
3.50% or more 4%

As of December 31, 1971, an increase in retirement allowances shall be calculated and made
effective July 1, 1972, in the manner described in the preceding paragraph. As of December 31 of each
vear 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 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 Index, 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
L.abor Statistics.










GENERAL ASSEMBLY OF NORTH CAROLINA
Session 2015
Legislative Retirement Note
BILL NUMBER: House Bill 616 (First Edition)

SHORT TITLE: Local Governmental Employees' Retire. COLA.

SPONSOR(S): Representative McNeill

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 1, 2015,

EFFECTIVE DATE: July 1, 2015
ESTIMATED IMPACT ON LOCAL GOVERNMENTS:

Both Buck Consultants, the actuary for LGERS, and Hartman & Associates, the actuary for t/
General Assembly, estimate that each 1% COLA requires an increase in the LGERS employer
contribution rate of 0.24% of pay. Because the LGERS Board of Trustees has already ; nted 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 1or 1% CUOLA 0.24% |
b. Contribution rate increase for 0.625% COLA 0.15%
¢. Net contribution rate increase due to the bill (a. — b.) 0.09%
d. Estimated active employee compensation €2726,580,000 |
e. Estimated increase in annual local government contributions due to the $5.153,922
bill (c. xd))

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)






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

SOURCES OF DATA:
Buck Consultants, “North Carolina Local Governmental Employees’ Retirement System,
Report on the Actuarial Valuation Prepared as of December 31, 20137, 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 CONSIIT RATIONS:

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 Vanderwelide

’ APPROVED BY:

Mark Trogdon, Director

Fiscal Research Division Ormcist 22 15 g%
Fiseal %:7”"“‘ Division
) &Q ] g : Publicuting
DATE: April 17,2015 Tl

Signed Copy Located in the NCGA Principal Clerk's Offices
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HOUSE BILL 385:
Increase Sheriffs' Supp. Pension Co rt Cost

April 13,2015

Committee: House Pensions and Retirement, if favorable, Date:
Finance
Introduced by: Reps. McNeill, Presnell, Shepard, Waddell ~ Prepared by: Theresa I ula
Committee Staff

Analysis of: PCS to First Edition
v H385-CSSH-17

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. 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 e 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: 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.

—Section 2 of-the bill amends G.S. 143-166.84 which outlines eligibility in the Sheriffs' Suj lemental
Pension Fund (SSPF). The bill provides a new subsection specifying that "eligible service as a sheriff"
means membe iip service rendered since the person became sheriff, and if the perso has ck 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 Ju  ce 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: Secction 3(a) contains the effective date of Section 1 of the bill pertaining to
court costs. Section 1 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. 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.
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 1, 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. Bernefits 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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General Assembly of North Carolina Session 2015

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) Section 2 of this act becomes effective July 1, 2015, and expires

January 31, 2019.
SECTION 3.(c) The remainder of the act is effective when it becomes law.

House Bill 385* H385-CSSH-17 [v.2]
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 385*

(Public)

Short Title:  Increase Sheriffs' Supp. Pension Court Cost.

Representatives McNeill, Presnell, Shepard, and Waddell (Primary Sponsors).

Sponsors:
For a complete list of Sponsors, refer to the North Carolina General Assemblv 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) 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.
For the supplemental pension benefits of sheriffs, the sum of ene-deHar

twenty-five-eents{$4-25)-two dollars fifty cents “®” <°) to be remitted to the
: 12H

Department of Justice and administered under the provisions of Arti
of Chapter 143 of the General Statutes.

Ga)

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.
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HOUSE BILL 331
. | | Short Title:  Sheriffs' Supp. Pension Fund/Sick Leave. (Public)

Representatives Saine and Setzer (Primary Sponsors).

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

Referred to:  Pensions and Retirement.
March 24, 2015

A BILL TO BE ENTITLED
AN ACT 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. 143-166.84 is amended by addmg a new subsection to read:

: "(__) 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 ~~2ding to
, his or her credit accrued as a member of the Local Governmental Bmr='~yee™ "g“~~"1t
10 "System and elects to have all of that sick leave applied to service under this Article mstead of
11 s~-ce i~ “~at System, one month of cre*** for each 20 days or portion thereof, but not less than
12 one hour, and subject “~ ~ll the requirements and re~~~tions of G.S. 128-26(e)."

13 SECTION 2. This act becomes effective July 1, 2015.
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GENERAL ASSEMBLY OF NORTH CAROLINA
,cgis‘latiﬁéef )J'pi'sdhl Note

BILL NUMBER: House Bill 385 (First Edition)
SHORT TITLE: Increase Sheriffs' Supp. Pension Court Cost.
Representatives McNeill, Presnell, Shepard, and Waddell

SPONSOR(S):
FISCAL IMPACT
(% in millions)
F Yes " No " No Estimatc Available
FY 2015-16 1&“2010-1’.7_— FY 201'/-]8—— FY 2015-1y KY 2019-20
State Impact

| General Fund Revenues: I
General Fund Expenditures: P
SecalFd Revenues $09 | ‘ 59 $09 ey $09 .
Special Fund B> e
State Positions:

i :

PRINCIPAL DEPARTMENT(S) & PROGRAM(S) AKFECTED:
Department of Justice, Administrative Office of the Courts
EFFECTIVE DATE: July 1, 2015

TECHNICAL CONSIDERATIONS:
None

FISCAL SUMMARY:
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 $1.25. This bill is effe. ve 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 limitafions:

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 cach 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 bill 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. 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. 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 Total Cost
District Court Infraction $179.25
District Court Infraction - Chapter 20 Offense $189.25
District Court Misdemeanor $181.25
District Court Misdemeanor - Chapter 20 Offense $191.25
Superior Court without First Appearance in District Court $206.25
Superior Court without First Appearance in District Court - Chapter 20 Offense $216.25
Superior Court with First Appearance in District Court $335.75
Superior Court with First Appearance in District Court - Chapter 20 Offense $345.75
Superior Court Infraction Appealed from District Court for Trial De Novo $369.75
Superior Court Infraction Appealed from District Court for Trial De Novo - $389.75
Chapter 20 Offense

Superior Court Misdemeanor Appealed from District Court for Trial De Novo $373.75
Superior Court Misdemeanor Appealed from District Court for Trial De Novo - $393.75

Chapter 20 Offense

House Bill 385 (First Edition)




SOURCES OF DATA: Depariment 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

. House Bill 385 (First Edition)
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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 recognize
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  ):45am.

Respectfully submitted,

y I/ ‘/‘ 4 :
C‘/{uy\ /-O- / /'Cb — UM ‘W

Representative Alien McNeill, Chair Laura Sullivan, Committee Clerk













AGENDA

2015-2016 House Committee on Pensions & Retire nent

Date: April 28, 2015
Room: 415L08B
Time: 10:00 am

Presiding: Representative Allen McNeill, 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






Corrected #1: Adding HB 666

NOR : :d 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
TIME: 10:00 AM
LOCATION: 41SLOB
COMMENTS: Rep. McNeill will chair

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 205 Increase Retirement Age/Judges & Representative Schaffer
Magistrates. Representative Daughtry

HB 666 WC/Firefighters'/Presumptive Cancer. Representative Saine
Representative Hardister
Representative Boles
Representative Faircloth

Respectfully,

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

| 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)












{OUSE BILL 205:
Increase Retirement Age/Judges & Magis rates

2015-2016 General Assembly

Committee: House Pensions and Retirement Date: April 27,2015
Introduced by: Reps. Sch er, Daughtry Prepared by: Theresa Matula
Analysis of: Second Edition 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 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 turn
75, rather than at the end of the calendar month.

El . ..CTIVE 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 I 1205 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 am led the mandatory retirement age for magistrates, and for judges and
. justices of the General Court  ~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

O. Walker Reagan
Director

Research Division
(919) 733-2578
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H.B. 205
GENERAL ASSEMBLY OF NORTH CAROLINA

Mar 10, 2015
SESSION 2015 HOUSE PP"™NCIPAL CLERK
H D
HOUSE DRH20076-LL-113A (03/05)
Short Title:  Increase Retirement Age for Judges. (Public)
Sponsors: Representatives Schaffer and Daughtry (Primary Sponsors).
Referred to:

A BILL TO BE ENTITLED
AN ACT TO INCREASE THE MANDATORY RETIREMENT AGE FOR JUDGES AND
JUSTICES OF THE GENERAL COURT OF JUSTICE.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 7A-4.20 reads as rewritten:
"§ 7A-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 month in which hethe 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 Il and I11 of this chapter."

SECTION 2. G.S. 135-57(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 with or next following
the later of January 1, 1974. or histhe judge's attainment of his seventy-seecondor -
seventy-f*** birthday; provide however, that no judge who is a member on January 1, 1974,
shall be torced 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 of G.S. 7A-4.20."

SECTION 3. This act is effective December 1, 2015, and applies to justices and
Jjudges holding office or elected on or after that date.
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HOUSE BILL 666:
WC/Firefighters'/Presumptive Cancer

2013-2014 General Assembly

Committee: House Pensions and  etirement Date: April 27, 2015
Introduced by: Reps. Saine, Hardister, Boles, Faircloth Prepared by: Theresa Matula
Analysis of: First Edition Committee Staff

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 1 mphoma,
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 ¢  ployment
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 diseases of firefighters.

Section 1 of the bill amends G.S. 97-53 pertaining to diseases and conditions deemed to be occupational
seases 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 [
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 seases of
firefighters within the meaning of the Article:

e Esophageal.

e Intestinal.

e Rectal.

e Testicular.

e Brain.

O. Walker Reagan Research Division
Director (919) 733-2578
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House Bill 666

Page 2

Non-Hodgkin's Lymphoma.
Multiple Myeloma.
Mesothelioma.

Oral cavity.

©~~tt-~ 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 follov 1g 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.

M~#wieiaen . Subsection (c¢) provides a definitions section containing definitions of the
tollowing: 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. artially paid, or
volunteer member of a fire department of a unit of local government.

Presumed Eligibi'** - Subsection (d) provides that a firefighter will be presumed eligible for

compensation for occupational disease if the following conditions are met:

1. 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 1, 2015.

Peedne ~ €0 ~byttal - 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.

Applic~=-*"**-- - 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.












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 Bu ling. 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. Represer tive
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.
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Representative Stephen M. Koss, Chair
Presiding

ura Spratley, Comdmittee CIe












House Committee on Pensions and Retirement
Tuesday, May 2,2015,10:00 AM
415 Legislative Office Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE SPONSOR
HB 759 Retirement System COLAs. Representative L. Bell

Adjournment












HOUSE BILL 759:
Retirement System COLAs

2015-2016 General Assembly

Committee: House Pensions and b irement, if favorable, Date: May 11, 2015
Appropriations

Introduced by: Rep. L. Bell Prepared by: Theresa Matula

Analysis of: PCS to First Edition Committee Staff

H759-CSSH-39

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 ¢ ‘he 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.

Research Division

Director (919) 733-2578

. O. Walker Reagan ‘
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This bill analysis was prepared by the nonpartisan legislative swaff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.




























APPROVED BY:

Mark Trogdon, Director
Fiscal Research Division

DATE: May 8§, 2015

Proposed Committee Substitute to House Bill 759 (H759-CSSH-39 [v.2]) 4
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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  1:00
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,

AR e Lna  Quiiotn

-Reﬁresentative Allen McNeill, Cnair Laura Sullivan, Committee Clerk







NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NG 1 :FICATION
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: 415LOB
COMMENTS: HB 97,2015 Appropriations Act; Rep. McNeill will be chairing.

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 2:08 PM on
Tuesday, May 19, 2015.

____Principal Clerk
Reading Clerk — House Chamber

Laura Sullivan (Committee Assistant)






‘ Corrected #1: Time changed to 11:00 a.m.

NORTH CAROLINA HOUSE OF REPRESEN : ATIV™S
COMMITTEE MEETING NG 1:CE
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: 11:00 AM

LOCATION: 415LOB
COMMENTS: HB 97, 2015 Appropriations Act; Rep. McNeill will be chairing.

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: 9:41 PM on
Tuesday, May 19, 2015.

_ Principal Clerk
___Reading Clerk — House Chamber

Laura Sullivan (Committee Assistant)






AGENDA

2015-2016 House Committee on Pensions & Retirement

Date: May20, 2015
Room: 415 LOB

Time: 9:00 am

Presiding: Representative Allen McNeill, Chairman

AGENDA ITEMS

HB 97 2015 Appropriations Act

ADJOURNMENT
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General Assembly Of North Carolina Session 2015

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

SECTION 30.21.(a) G.S. 135-5 is amended by adding a new subsection to read:
"(uuu) From and after July 1, 2015, the retirement allowance to or on account of
beneficiaries whose retirement commenced on or before July 1. 2014, shall be increased by two

percent (2%) of the allowance payable on June 1. 2014, in accordance with G.S. 135-5(0).

Furthermore, from and after July 1, 2015, the retireme~t allowance *~ ~* or ~~count of

beneficiaries whose retirement commenced aft  July 1. 2014, but before June 30, 2015, shall

be increased by a prorated amount of two percent (2%) 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. 2014, and June 30, 2015."

SECTION 30.21.(b) G.S. 120-4.22A is amended by adding a new subsection to

read:

"(z) In_accordance with subsection (a) ¢ this section, from and after July 1, 2015, the
retirement allowance to or on account of beneficiaries whose retirement commenced on or
before January 1. 2015. shall be increased by two percent (2%) of the allowance payable on
June 1, 2015, Furtke~are, from and after 1 7/ 1. 2015, the retirement allowance to or on
account of beneficiaries whose retirement commenced after January 1. 2015, but before June
30, 2015, shall be increased by a prorated amount of two percent (2%) of the allowance payable
as determined by the Board of Trustees based upon the number of months that a retirement
allowance was paid between January 1, 2014, and June 30, 2015."

SECTION 30.21.(¢) G.S. 135-65 is amended by adding a new subsection to read:

"(ff) From and after July 1, 2015, the retirement allowance to or on account of
beneficiaries whose retirement commenced on or before July 1, 2014, shall be increased by two
percent (2%) of the allowance payable on June 1, 2015. Furthermore, from and after July 1,
2015, the retirement allowance to or o~ ~~~9unt of benefi~i~~e< *hose retirement commenced
after July 1. 2014, but before June 30. 2015, shall be increased by a prorated amount of two

H97-PCS30386-LRxf-12 House Bill 97 Page 285
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General Assembly Of North Carolina Session 2015

placed on probation, parole, post-release supervision, or have been assigned
to anv other community-based program operated by the Division of Adult
Correction.

SECTION 30.23.(b) G.S. 143-166.41(b) reads as rewritten:

"(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-defined or as
a probation/parole officer as defined in G.S. 135-1(17a)."

SECTION 30.23.(c) This section becomes effective July 1, 2015, and applies to
persons retiring on or after that date.

ENHANCE BENEFITS PAYABLE THROUGH THE NATIONAL GUARD PENSION

FUND

SECTION 30.24. G.S. 127A-40(a) reads as rewritten:

"(a) Every member and former member of the North Carolina National Guard who
meets the requirements of this section shall receive, commencing at age 60, a pension of
ninety-nine-dolars-($99.:00)—one hundred five dollars ($105.00) per month for 20 years'
creditable military service with an additional nine-deHars-ninety-cents($9-90)-ten dollars and
fifty cents ($10.50) per month for each additional year of such service; provided, however, that
the total pension shall not exceed ene-hundred-ninety-eight-dolars-($198:00)-two hundred ten
dollars ($210.00) per month. The requirements for a pension are that each member shall:

(N Have served and qualified for at least 20 years' creditable military service,
including National Guard, reserve and active duty, under the same
requirement specified for entitlement to retired pay for nonregular service
under Chapter 67, Title 10, United States Code.

2) Have at least 15 years of the aforementioned service as a member of the
North Carolina National Guard.

3 Have received an honorable discharge from the North Carolina National
Guard."

ALLOW RETIREES WHO RETURN TO WORK FOR THE STATE IN
NONPERMANENT POSITIONS TO RETAIN THEIR COVERAGE OPTIONS
UNDER THE STATE HEALTH PLAN FOR TEACHERS AND STATE
EMPLOYEES RATHER THAN LIMITING SUCH RETIREES' COVERAGE
OPTIONS TO THE "BRONZE LEVEL" HIGH-DEDUCTIBLE HEALTH PLAN
NECESSITATED BY THE AFFORDABLE CARE ACT

SECTION 30 ~5.(a) G.S. 135-48.40 reads as rewritten:

"§ 135-48.40. Categories of eligibility.

(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:
(D 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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GENERAL ASSEMBE_Y OF NORTH CAROLINA
Seﬁéion%}g‘ls
Legislative Retirement Note

BILL NUMBER: Proposed Committee Substitute to House Bill 97

(H97-PCS30383-LRxf-11)

SHORT TITLE: 2015 Appropriations Act.

SPONSOR(S): 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:

Sect*~~ 2" 21 Grants cost-of-living adjustments (COLAs) of two percent (2%), effective July 1,
2015, tor 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(11c¢) 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(b19) 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 c...cer.
Because G.S. 135-5 is in the same chapter as G.S. 135-1(11c¢), 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(11c)...”. By changing the definition in G.S.
135-1(11c), 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 requir 1ent 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(11c)...” By changing the definition in G.S. 135-1(11c¢), the bill
makes probation/parole officers eligible for the SIBP.

Proposed Committee Substitute to House Bill 97 (H97-PCS30383-LRxf-11) 1






























Hartman & Associates, LLC, “House Bill 555; An Act to Enhance the Benefits of Proba »n/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, 20135, 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 _ _vision.

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

PR N,

APPROVED BY
4 //
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Mark Trogdon, Director
Fiscal Research Division

DATE: May 19, 2015
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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 favorable report. The motion passed.

Senators Meredith presented SB 99  Fire, Rescue, & Safety Worker Sys n 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.

) S

R, . , faura Spratley, (Zémml
Presiding
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House Committee on Pensions and Retirement
Tuesday, June 9, 2015, 10:00 AM
415 Legislative Office Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE
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






NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

PENSIONS AND RETIREMENT COMMITTEE REPORT
Representative Allen McNeill, Co-Chair
Representative Stephen M. Ross, Co-Chair

FAVORABLE
SB 77 (CS#1) Increase Wilkesboro Firemens Pension.
Draft Number: None
Serial Referral: None
Recommended Referral: None
Long Title Amended: No
Floor Manager: Elmore
SB 99 (CS#1) Fire, Rescue, & Safety Worker System Changes.
Draft Number: None
Serial Referral: None

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

TOTAL REPORTED: 2
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SENATE BILL 77:
Increase Wilkesboro Firemen's Pension

2015-2016 General Assembly

Committee: House Pensions and Retirement Date: June 8, 2015
Introduced by: Sen. Randleman Prepared by: Theresa Matula
Analvsis of: Second Edition 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 Firefighter'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 amount for the North Carolina Firefighters' and Rescue Squad Workers'
Pension Fund is $170.
O. Walker Reagan Research Division
Director (919) 733-2578
* § 7 7 - S MSH-70 E 2 -V 2 %

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.












S\w B SENATE BILL 99:
. X\{ﬁmﬁ Fire, Rescue, & Safety Worker System Changes

2015-2016 General Assembly

Committee: House Pensions and Retirement D_ate: June 8, 2015 N
Introduced by: Sens. Meredith, Daniel. Newton Prepared by: Theresa Matula
Analysis of: Third Edition 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:

Atrticle 84: Local Firefighters' Relief Funds

Article 85: Statewide Firefighters' Relief Fund

Atrticle 85A: State Fire Protection Grant Fund

Article 87: Volunteer Safety Workers Assistance Fund

Atrticle 88: Rescue Squad Workers' Relief Fund

e The definition of "fire district" is amended to include any federally recognized Native American
tribe within the State.

e 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 Ser :es, special
operations. or performs the statutory duties and responsibilities of the fire chief as set forth in
G.S. 160A-292.

o Performs work or training at the direction of the fire chief.

o Is included on the certified roster submitted to the North Carolina Sta  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 error due to the submission of fraudulent or
incorrect 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 correct, the Boar of Trustees
will correct the error, and as far as practicable, will adjust the payment in such a m: er 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
. certification of firefighters and rescue squad workers to provide that each eligible fire department and

rescue or emergency medical services squad must:

¢ 9 -~ S MSH- 69 E 3
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e Annually report a certified roster of the names of those individuals meeting eligibility
qualifications. ‘

e 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:

e 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.

e Amends membership eligibility to specify that the required 36 hours must be training only and
not training and meetings.

e 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:
e Changes "fireman" to "firefighter"
e 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.
e Makes the full $50,000 benefit payable after certification of the death instead of spreading the .
payments over four years.

Section 10 requires 16 nonprofit fire departments that commenced participation 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 )YATE: This bill would become effective July 1, 2015.
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A BILL TO BE ENTITLED

AN ACT TO ESTAL SH A DEFINITION OF FIREFIGHTER FOR PURPOSES OF THE

LOCAL FIREFIGHTERS' RELIEF FUND, THE STATEWIDE FIREFIGH™ S'RELIEF
FUND, THE STATE FIRE PROTECTION GRANT FUND, VOLUNTEER SAFETY
WORKERS ASSISTANCE, AND THE RESCUE SQUAD WORKERS' RELIEF FUND;
TO AMEND THE PROCESS FOR FILING CERTIFIED ROSTERS WITH THE NORTI1
CAROLINA STATE FIREMEN'S ASSOCIATION AND THE NORTIT CAROLINA
ASSOCIATION OF RESCUE AND EMERGENCY MEDICAL SERVICES, INC.; TO
AMEND THE RESCUE SQUAD WORKERS' RELIEF FUND: TO AME! THE
LAW-ENFORCEMENT OFFICERS', FIREMEN'S, RESCUE SQUAD WORKERS' AND
CIVIL AIR PATROL MEMBERS' DEATH BENEFITS ACT; AND TO SPECIFY
LOCAL GOVERNMENT AUTIHORITY AS IT PERTAINS TO A FIRE DEPARTM.NT
BOARD AND PARTICIPATION IN THE LOCAL GOVERNMENTAL EMPLOYEES'
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-throush-88-84, 85 °<A, 87, and £° »f this

19 Chapter:

20
21
22
23
24
25
26
27
28
29
30
31

32

33
E

(1) City. — A fire district.
(2) 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.

(3) Fire district. — Any political subdivision of the State mized
Native _American tribe within the ©+ate that meets all of the tollowing
conditions:

a. It has an organmized 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 iicipal

government or, if there is no local municipal government, by the
local board of county commissioners.
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(4a) shall be reduced pro rata for as long as the amount of insufficient tunds
exists. No claims shall accrue with respect to any amount by which a benefit
under subdivisions (1), (2). (3), (4), and (4a) has been reduced."
SECTION 6. G.S. 58-88-10 reads as rewritten:
"§ 58-88-10. Membership eligibility.

(a) Any member of a rescue squad or EMS service who is eligible for membership in
the Association and who has attended a minimum of 36 hours of training and-meetings-in the
last calendar year; and each rescue squad or EMS service whose members are eligible for
membership in the Association who has filed a roster certifying to the Secretary-Treasurer who
certifies to the Commissioner of Insurance by January 1 of each calender year that all eligible
members have met the requirements, shall be eligible for the Fund. Any eligible member who,
in the actual discharge of his or her duties as rescue or EMS personnel, is (1) made sick by
disease contracted or (2) becomes disabled, shall be entitled to the benefits from the Fund.

(b) Any organized rescue squad or EMS service in North Carolina holding itself ready
tor duty may, upon compliance with the requirements of the constitution and by-laws of the
Association, be eligible for membership in the Fund.

(¢) The line of duty entitling one to participate in the Fund shall be so construed as to
mean actual rescue or EMS duty only."

SECTION 7. G.S. 58-88-25 reads as rewritten:
"§ 58-88-25. Application for benefits.

Applications for benefits from the Fund shall be made to the Secretary-Treasurer under the
following conditions and procedure: Within 36-180 days after the contracting of a disease or
the occurrence of accident for which benefits are sought, the chiet or chief officer of the local
department shall notify the Secretary-Treasurer in writing that the person applying for benefits
is a member of the Fund and request the necessary forms from the Secretary-Treasurer's office
to be submitted for the benefits."

SECTION 8. G.S. 143-166.2 reads as rewritten:
"§ 143-166.2. Definitions.

(a) The term "dependent child" shall mean any unmarried child of the deceased officer,
fireman;-firefighter, rescue squad worker or senior member of the Civil Air Patrol whether
natural, adopted, posthumously born or whether a child born out of wedlock as entitled to
inherit under the Intestate Succession Act, who is under 18 years of age and dependent upon
and receiving his chief support from said officer or fireman-fi==~htar or rescue squad worker
or senior member of the Civil Air Patrol at the time of his death; provided, however, that if a
dependent child is entitled to receive benefits at the time of the officer's or fireman's
firefighter's or rescue squad worker's or senior Civil Air Patrol member's death as hereinafter
provided, he shall continue to be eligible to receive such benefits regardless of his age
thereafter; and further provided that any child over 18 years of age who is physically or
mentally incapable of earning a living and any child over 18 years of age who was enrolled as a
full-time student at the time of the officer's, the freman's—firefighter's, the rescue squad
worker's or the senior Civil Air Patrol member's death shall so long as he remains a full-time
student as defined in the Social Security Act be regarded as a dependent child and eligible to
receive benefits under the provisions of this Article.

(b) The term "dependent parent” shall mean the parent of the deceased officer, fireman;
firefighter, rescue squad worker or senior member of the Civil Air Patrol, whether natural or
adoptive, who was dependent upon and receiving his total and entire support from the ofticer,
fireman—firefighter, rescue squad worker or senior member of the Civil Air Patrol at the time of
the injury which resulted in his death.

() The term "killed in the line of duty" shall apply to any law-enforcement officer,
fireman—Tfirefighter, rescue squad worker who is killed or dies as a result of bodily injuries
sustained or of extreme exercise or extreme activity experienced in the course and scope of his
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(e) The term "spouse"” shall mean the wife or husband of the deceased officer, fireman;
firefighter. rescue squad worker or senior Civil Air Patrol member who survives him and who
was residing with such officer, firemans-tirefighter, rescue squad worker, or senior Civil Air
Patrol member at the time of and during the six months next preceding the date of injury to
such officer, firemans-firefighter, rescue squad worker or senior Civil Air Patrol member which
resulted in his or her death and who also resided with such officer, firemantirefighter, rescue
squad worker or senior Civil Air Patrol member from that date of injury up to and at the time of
his_or _her death and %Wm}ameé—dﬂw—{he—ame—beﬁ%%afe—fefﬂaeemmg
provided, however, the part of this section requiring the spouse to have been residing with the
deceased officer, fireman—firefigh+~~, rescue squad worker or senior Civil Air Patrol member
for six months next preceding the date of the injury which resulted in his death shall not apply
where marriage occurred during this six-month period or where the officer, fireman-firefighter,
rescue squad worker or senior Civil Air Patrol member was absent during this six-month period
due to service in the Armed Forces of the United States.

() The term "official duties" means those duties performed while en route to, engaged
in, or returning from training, or in the course of responding to, engaged in or returning from a
call by the department of which he is a member, or from a call for assistance from any
department or such organization within the State of North Carolina or within a service area
contiguous to the borders of the State of North Carolina, when served or aided by a department
from within the State of North Carolina. While within the State of North Carolina, any eligible
person, as defined in this section or in G.S. 58-86-25, who renders service or assistance, of his
own volition, at the scene of an emergency. is performing his official duties when:

(1) Reasonably apparent circumstances require prompt decisions and actions to
protect persons and property; and

(2) The necessity of immediate action is so reasonably apparent that any delay
in acting would seriously worsen the property damage or endanger any
person's life.”

SECTION 9. G.S. 143-166.3(b) reads as rewritten:

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

(1) At the time of the death of an officer, fireman; firefichtar rescue squad
worker or senior Civil Air Patrol member Wm&nﬁ—é&ﬁm@%@;@@@)
fifty thousand dollars ($50,000) shall be paid to the person or persons
entitled thereto.

7 ‘ lod il 14l ¢ the initial

3) In the event there is no person qualifying under subsection (a) of this section,
fifty thousand dollars ($50,000) shall be paid to the estate of the deceased
officer, firemanfirefighter, rescue squad worker or senior Civil Air Patrol
member at the time ot death.

Page 6 Senate Bill 99-Third Edition
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SECTION 10.(a) In order to participate in the Local Governmental Employees'
Retirement System after October 1, 2015, the charter or articles of incorporation of fire
departments must include a provision that provides that the governing body of the local
government entity that holds the contract with the highest dollar value to the tire depa nent for
provision of fire services shall have the authority to remove from office up to fifty percent
(50%) plus one member of the Board of Trustees or Board of Directors of the fire department.
Before exercising this authority, the local government entity shall notify the affected fire
department and give the fire department the opportunity to be heard in a public meeting. When
any fire department board member is removed, the resulting vacancy shall be filled pursuant to
the bylaws of the fire department.

SECTION 10.(b) This section only applies to fire departments that commenced
participation in the Local Governmental Employees' Retirement System betw 1 1977 d
1992 pursuant to Chapter 316 of the Session Laws of 1977 and have contracts to provide fire
protection to a city, county, or instrumentality of the State.

SECTION 11. This act becomes effective July 1, 2015.

Senate Bill 99-Third Edition Page 7
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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. T :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 incorrect information. The correction will, as far as
practicable, adjust the benetit 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 report a certified roster of all members mecting the eligibility qualifications of
the FRSWPEF, and specify that such submission constitutes a certification of its accuracy under
applicable accounting standards.

Section 8: Applies new definitions of the terms “firefighter” or “fireman” 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, tire 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 chiet 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 North Carolina State Firemen's
Association pursuant to G.S. 58-86-25.

Senate Bill 99 (Third Edition) ]



It 1s 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 loecal 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 STATE:

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. .

ASSUMFP T1ONS 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.
Signiticant membership and financial statistics, assumptions, and methods are shown in the
tollowing tables:

Membersh - Statistics (as of 12/31/2013 unless otherwise noteq, v = millions)
FRSWPF
Active Members
Count 42,464
Valuation Compensation (Total) Not applicable
Average Age 40
Average Service 11.5
Inactive Members
Count 156
_Retired Members
L ount 12,445
Annual Benetits $25M
Average Age 68
New Retirees During 2014 840

Senate Bill 99 (Third Edition) 2






Fiscal Research Division

DATE: May 11, 2015 ‘

Signed Copy Located in the NCGA Principal Clerk's Offices

Senate Bill 99 (Third Edition) 4



SENATE BILL 455:
Iran Divestment Act

2015-2016 General Assembly

Eommittee: House Pensions and Retirement Date: _J une 8. 2015
Introduced by: Sen. Gunn Prepare:
Analysis of: Second Edition

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 erating 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 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  vestment activities in the energy sector of Iran on a statewide basis.

T - bill directs the State Treasurer to adopt a policy to identify persons engaged in investme¢  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 vestment
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 nuclcar 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 inform 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 Syst or the
Department of the State Treasurer from investing funds with a person identified on the list cr¢  :d by the
State Treasurer. It would also require that any existing investment with a person on the list  divested
within 180 days ot the adoption ot 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 unless the State Treasurer determines in good faith that the
action is consistent with the fiduciary duties of those agencies.
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An investment may be made in a person identified on the list on a case by case basis it:

e 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 lan to cease the investment and to refrain from engaging in new investments in Iran; or

e 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
incligible 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 Treasurer. 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:

e The investment activities in [ran 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

e 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 until: (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 1, 2015.

BACKGROUND: Other states with Iran divestment or contracting prohibition legislation include:
Alaska. Arizona. California. Connecticut. Florida, Georgia, Illinois, Indiana, lowa, 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://www.nctreasurer.com/inv/Policies/Iran%20Divestment%20Policy%20-%20enacted%202012-07-
19.pdf.

Lavla Cunninings, counsel to Senate Commerce, substantially contributed to this summary.
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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. This act becomes eftective 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 ex) ined 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 anc _.ake
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 10:15:

Respectfully submitted,

| ) -
( N UL A/(,E/U A

Representative Atlen McNeill, Chair Laura Sullivan, Commaittee Clerk












NOK . 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. June 16,2015
TIME: 10:00 AM
LOCATION: 415LOB
COMMENTS: Rep. McNeill chairing.

The following bills will be considered:

BILL NO. SHORTTITLE SPONSOR
SB 455 Iran Divestment Act. 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)






NORTH CAROLINA C "VERAL 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#1) Iran Divestment Act.
Draft Number: S455-PCS35290-RO-17
Serial Referral: None

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

TOTAL REPORTED: 1
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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. This act becomes effective October 1, 2015.
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SENATE BILL 455:
Iran Divestment Act

Committee: House Pensions and Retirement Date: June 15,2015 )
Introduced by: Sen. Gunn Prepared by: Karen Cochrane-Brown
Analysis of: PCS to Second Edition Committee Counsel

S455-CSRO-17

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
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
currently has an Iran Divestment Policy consistent with this act.

BILL ANALYSIS:

Sr~+~-_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 in Sanctions,
Accountability, and Divestment Act of 2010 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 inves ient activities
in Iran, to prohibit investment of State funds with those persons, and prohibits persons on the st from
contracting with the State.

List ~-e-~~~s: 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 list and provide that person with the opportunity to
deny in writing its engagement in investment activities in the energy sector of Iran.

Prohib*~~_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.
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O. Walker Reagan
Director







Senate Bill 455
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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:

e The person is eligible to contract with the State under the "substantial positive action exception";
or

e 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  easurer
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 Treasurer. 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 engaged in substantial positive action which is action 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 investme: 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
con odities 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.

Reportin~ ~~* A=='~~¢~-- 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: (1) the President or Congress declares at 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 Righ* ~# #~*:~~- 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.

§--*ion 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.

Se~**~= * 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.

€~~ti~= 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.

EF1 CTIVE DATE: This act becomes effective October 1, 2015.

Layla Cummings. counsel to Senate Commerce, substantially contributed to this summary.












’ . 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,
MecGrady)
Representative Dollar presented the 2016 Appropriations Act. Representative Michaux asked a
question and Representative LLangdon made a comment. Representative Mlchaux motio 1 fora

favorable report, Representative Elmore seconded the motion.

The meeting adjourned at 10:11am.

O

Represerr{ative St‘éphen M. Ross, Chair
Presiding
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Wednesday, May 18, 2016, 10:00 AM
415 Legislative Office Building

Welcome and Opening Remarks
Introduction of Pages
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BILL NO. SHORT TITLE

HB 1030 2016 Appropriations Act.
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AGENDA

SPONSOR
Representative Dollar
Representative L. Johnson
Representative Lambeth
Representative McGrady
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HB 1030 (CS#2) 2016 Appropriations Act.
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GENERAL ASSEMBEY OF NORTH CAROLINA
SessngOlS

Legislative Refirement Note

BILL NUMBER: Proposed Committee Substitute to House Bill 1030

(H1030-PCS30500-LUx-5)"

SHORT TITLE: 2016 Appropriations Act.

SPONSOR(S): Representatives Dollar, L. Johnson, Lambeth, and McGrady

FUNDS AFFECTED: State General Fund, State Higchway 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

Insu

ice Benefit Plan (SIBP).

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. 135-1(11¢) to include probation/parole officers with
respect to service rendered on or after July 1, 2016. Changing the definition of law-enforcement
officer has the following impacts in other areas of the General Statutes:

G.S. 135-5(b19) 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(11c¢), 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(11c)...”". By changing the definition in G.S.
135-1(11c), this section causes probation/parole officers to start earning service toward the
separation allowance. While only service on or after July 1. 2016 counts toward the
requirement to have 5 years of law enforcement service immediately prior to retirement,
probation/parole officer service prior to July 1, 2016 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 ofticers, as
defined in G.S. 135-1(11c)...” By changing the definition in G.S. 135-1(11c¢), the bill
makes probation/parole officers eligible for the SIBP.

Proposed Committee Substitute to House Bill 1030 (H1030-PCS30500-L.Ux-5) 1















Buck Consultants, “Probation/Parole Ofticers Retirement — Special Provision 2016-RET-H 1",
May 16, 2016, original of which is on file in the General Assembly’s Fiscal Research Division.

Hartman & Associates, LLC, “Special Provision 2016-RET-H1: 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 120-114
and applicable rules of the North Carolina Senate and House of Representatives.

PREPARED BY: David Vanderweide
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APPROVED BY:

o
o

i =7
/W 7 4555“\“‘""

Mark Trogdon, Director
Fiscal Research Division

DATE: May 17,2016

Proposed Committee Substitute to House Bill 1030 (H1030-PCS30500-LUx-5)
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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 Horn 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 ___: 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 bi

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 . cchnical 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,

uﬁ@% N m Hbbaran

Representative Allen McNeill, Chair Laura Sullivan, Committee Clerk













‘ 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
TIME: 10:00 AM
LOCATION: 415LOB
COMMENTS: Rep. McNeill will chair.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 960 Retirement Creditable Service Charter Representative R. Turner
Schools.
HB 964 Commission Membership Winston- Representative Conrad
Salem Ret. Fund. Representative Hanes
. Representative Lambeth
Representative Terry
HB 1011 Retirement Technical Corrections Act Representative Ross
of2016.-AB Representative McNeill
Representative Hardister
HB 1027 Study Unfunded Liability/Retiree Representative Horn
Health Fund.
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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General Assembly Of North Carolina Session 2015

SECTION 1.(b) The Joint Legislative Committee on the Unfunde ility of the
Retiree Health Benefit Fund shall examine the following options for reducing the unfunded
liability of the Fund:

(D Increasing the assets in the Retiree Health Benefit Fund through ¢ >ropriation
by the General Assembly.

(2) Increasing the costs of retiree benefits borne by the federal government, by
means such as the automatic enrollment of Medicare-eligible retirees in
Medicare Advantage or the offering of financial incentives  early retirees to
obtain insurance through the health insurance exchange creatc 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.

) 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.(¢) 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
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@ < . 7%  Study Unfunded Liability retiree Health Fund.
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2016-2017 General Assembly

Committee: House Pensions and Retirement Date: May 24,_2016
Introduced by: Rep. Horn Prepared by: Tawanda N Foster
Analysis of: First Edition 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 Unfunde Liability of the
Retiree Health Benefit Fund, as recommended by the Joint Legislative Program Evaluatic  Oversight
Committee. The Committee will consist of 13 members and vacancies will be filled by the s
a] “Ointing 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 lentified 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 DATE: The bill would become effective when it becomes law.

'en Cochrane-Brown Legislative Analysis
Director Division
H1027-smMmTV-74 EIT =-V-=1 919-733-2578

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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HOUSE BILL 960:
Retirement Creditable Service Charter Schools.

2016-2017 General Assembly

Committee: House Pensions and Retirement Date: May 23, 2016
Introduced by: Rep. R. Turner Prepared by: Tawanda N Foster
Analysis of: First Edition 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

y the Teachers' and State Employees Retirement System. In particular, G.S. 135-4(cc) allows  :mbers
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.! Currently, G.S. 135-4(cc) requires a yer 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 purc ased 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 yea 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.

' G.S. 135-5.3 permits the board of directors of a charter school operated by a private nonprofit corporation to elect to

’ become a participating employer in the Teachers' and State Employees Retirement System.
aren Cochrane-Brown Legislative Analysis
Director Division

919-733-2578

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

PREPARED BY: David Vanderweide
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. N.C. DEPARTMENT OF STATE TREASURER
: irer RETIREMENT SYSTEMS DIVISION

JANET COWELL STEVE TOOLE
. TREASURER RETIREMENT SYSTEMS DIRECTOR

Retirement Creditable Service Charter Schools HB ¢ 0

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 publics  >ol and
. the complete five years of membership service after the period of employment at the charter s >ol that
is being purchased. Under the revised law, the employee must still have completed at l¢ t 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












HOUSE BILL 964:

Commission Membership Winston-$ Ret.
2016-2017 General Assembly Fund'
Committee: House Pensions and Retirement Date: May 23, 2016
Introduced by: Reps. Conrad, Hanes, Lambeth, Terry Prepared by: Theresa Matula
Analysis of: First Edition Committee Staft

SUMMARY: House Bill 964 is a local bill adding a retiree, or retirees, participating in the fund ro
the list of members serving on the Winston Salem retirement board or board of trustees.

[As introduced, this bill was identical to S751, as introduced by Sens. Lowe, Krawiec, which is
currently in Senate Pensions & Retirement and Aging.]

CURRENT LAW:

Chapter 296, Section 4, of the Public-Local Laws of 1939, allows the City of Winston-Salem to pass an
ordinance establishing a retirement or pension fund, which may provide for the appointment or election
of a retirement board or board of trustees. Currently, the board is required to consist of at least one of
the following:

e Member(s) of the governing body of the City of Winston-Salem
e Employee(s) entitled to participate in the retirement or pension fund
‘ e Citizen(s) of the State of North Carolina not officially connected with the governing body of any

municipality 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-Salem retirement board. The bill
authorizes an increase in the board membership to include one or more retirees participating in the
retirement fund. These retiree members are in addition to the list of members outlined above in the
current law.

EFFECTIVE DATE:
This bill becomes effective when it becomes law.

*Gus Willis, staff 1o the House Local Government Committee, substantially contributed to this summary.

RS || 111711 TR—

919-733-2578

This bill analysisyvas 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

cashed, any member may elect to receive his_or her benefits in a retirement allowance payable
throughout life, or h~-~ ~~~%~- 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 histhe 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
retirc  :nt allowance upon the member's death, and the spouse predeceases the member after the
first payment becomes nc  ally 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 ays 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 25™ 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 desig=~*~" the administrator or executor of the member's estate will select an option and
name the beneticiary 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 hi~*=~ ~~~"~~ first retirement check has been
cashed, any member may elect to receive his_or “~~ benetits in a retirement allowance payable
throughout life, or kethe 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 histt~ —~~r-r's first retirement check has been cashed. Provided, however, in the event a

House Bill 1011-First Edition Page 3
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General Assembly Of North Carolina Session 2015

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 1 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 1ys 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 be :fit option or the
member's designated beneficiary for survivor benefits, if any, after the member has cashed the first
retirement check or after the 25™ 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 b¢ fits (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 t  :fit, 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 t~=~*~*-ry has
been designated, the administrator or executor of the member's estate will select an option and
name the beneficiary or beneficiaries."

SECTION 5.(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 eme-timeone-time, i—~~~"ble 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-time -~ time, irrevocable eclection 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 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
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 Emp  "ees' Retis nt
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:

(D) 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 expi: ion 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 « 6 is not selected,
the member's designated beneficiary or the member's estate shall > 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 ene-timec—~ ‘ime, irrevoce™'~ 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 bala

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
ene-timec—~ ‘ime, 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 rol | 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. 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 i owance 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 T stees 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
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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 pro* led 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 sele-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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HOUSE BILL 1011:
Retirement Technical Corrections Act of ~916.

2016-2017 General Assembly

Committee: House Pensions and Retirement Date: May 23, 2016
Introduced by: Reps. Ross, McNeill, Hardister Prepared by: There Matula

Analvsis of: First Edition Committee Staff

SUMMARY: House Bill 1101 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 Division
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 clarify the
cost calculation for a member 35 years of age or older and for a member who is not yet 35 years of age.

Se on 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. This is a technical change consistent with the Uniformed Services Employment
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 ierefrom
under conditions other than dishonorable. Additionally, it clarifies that when a member who has been on
military leave returns to work, the employer's payment to the System includes the employer and
employee portions of the service purchase.

Section 4 (a) amends the TSERS statutes to make references gender neutral and to provide that if a
member dies after filing an application for retirement, but prior to selecting payment options and
selecting a beneficiary, the administrator or executor of the member's estate will select 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 allowance statutes to specify that the election to
transfer any portion of the member's accumulated contributions from the Supplemental tirement
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 LGERS statutes

Section 6(a) makes a technical amendment to G.S. 135-8(b)(5) pertaining to purchase of service for
educational 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. 2015-241 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)(13) 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. 147-86.71(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 DATE: _

Section 3 (pertaining to USERRA changes) and Section 5 (pertaining to the irrevocable transfer option)
of the bill become effective January 1, 2017, the remainder of the bill becomes effective when it
becomes law.
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Legislative Retirement Note

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.

Crntinn 2 Repeals G.S. 128-25, which affected how local governments paid for past service when
they tirst joined LGERS. Due to statute changes in 2015, past service can no longer be granted so
this section is no longer needed.

©~~+on 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. .uis change
clarifies how to handle a situation not explicitly named in the current statute and is cons ent with
similar statutes.

Sec**~~ - Clarifies long time interpretation and practice that choosing the “transfer benefit” is an
irrevocable option, just like selecting any other benefit payment option.

Se~+~~ #: 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 otl requi |
employer payments. Additionally, clarifies that to receive a one-time exception to payment of the
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~ e 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

APPROVED BY:
Mark Trogdon, Director
Fiscal Research Division

DATE: May 23,2016

Signed Copy Located in the NCGA Principal Clerk's Offices
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7z N.C. DEPARTMENT OF STATE TREASURER

ite easurer RETIREMENT SYSTEMS DIVISION
JANET COWELL STEVE
. TREASURER RETIREMENT SYSTEMS DIRECTOR

1echnical Corrections netirement System, 1 reasurer 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 Affected: 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 of retirement 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 toli-free Fax (919) 855-5802
WWwW.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 ased benefit cap will be
included in the Pension Accumulation Fund, which is consistent with other required employer payments.
Addition: 'y, 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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FAVORABLE

HB 960 Retirement Creditable Service Charter Schools.
Draft Number: None
Serial Referral: None
Recommended Referral:  None
Long Title Amended: No
Floor Manager: R. Turner

HB 964 Commission Membership Winston-Salem Ret. Fund.
Draft Number: None
Serial Referral: None
Recommended Referral:  None
Long Title Amended: No
Floor Manager: Conrad

HB 1027 Study Unfunded Liability/Retiree Health Fund.

. Draft Number: None

Serial Referral: None

Recommended Referral:  None
Long Title Amended: No
Floor Manager: Horn
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HB 1011 Retirement Technical Corrections Act of 2016.-AB
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Long Title Amended: No
Floor Manager: Ross
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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 HB1137-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., . .’easurer.
Representative Langdon motioned to have a proposed committee substitute. ..cpresentative
Hurley proposed amendment HB1134-ASH-23[V.3] and the amendment passed. Representative
Elmore proposed amendment HB1134-ASH-21[V.8] and HB1134-ASH-25[V.3]. After a lengthy
discussion, Representative Elmore withdrew amendment HB1134-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.

I— e /
Kepresentat%’ e Step%len Ross Chair

Presiding
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1 assun 1annual post-retirement allowanc= *~creases, -~ etermined by th~ ®~~-d of Trustees, from
2 the earliest age at which a member coul” ==*re ~= an 1'~=~“uced service ¢''~orea,”

3 SECTION 3. This act becomes eftective July 1, 2016. .
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HOUSE BILL 1137:
Treasurer's 2016 Investment Admin. Ch nges..
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2016-2017 General Assembly

Committee: House Pensions and Retirement Date: May 27, 2(
Introduced by: Reps. Ross, Lambeth, Adcock, Hamilton Prepared by: Tawanda N. Foster
Analysis of: First Edition »-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  easurer'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 itute 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 ichine.

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 Treast 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 Legislative Analysis
Director Division
H1137 ~-~S MTV-76 E 1 -V - 4 0]9-733-2578

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



House Bill 1137
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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 147 to do the following:

e Require financial statements, audited by a commercial independent third-party firm, for the
Retirement Systems investment program be prepared annually.

e 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.

e 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.

e 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 4.1(a) adds a new section governing reporting requirements by the Department of the State
Treasurer to 2 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 4.1(b) G.S. 147-68(d) is recodified in the new reporting section.
Section 4.1(¢) repeals G.S. 147-69.1(e) now included in the new section on reporting requirements.
Section 4.1(d) repeals G.S. 147-687 (d1) 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 1, 2016 and apply to all reporting periods beginning on or after that -
date.

EFFECTIVE DATE: Except as otherwise provided, this bill would become effective January 31,
2017.
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 1137

AMENDN "NT NO

(to be filled in by
HI1137-ATV-25 [v.2] Principal Clerk)
Page 1 of 1
Amends Title [NO]J Date o R o)
First Edition
D ~vvwmnanmtntivra

moves to amend the bill on page 10, line 1 by rewriting the line to read:
"invest ass~*~ A~rn=thad e €@ 147 20 9(hY(123~ and select investment opportunities appropriate

for"
And on page 17, line 27 by rewriting the line to read:

"SECTION 4.4. Sections 4.1, 4.2, 4.3, and 4.4 become effective July 1, 2016, and apply to all
reporting".

SIGNED

Amendment Sponsor

SIGNED

Committee Chair 1t Senate Committee Amendment

ADOPTED FAILED TABLED
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(a)

following:

9)

(10)

or its holding company is either (i) incorporated in the State of North Carolina
or (11) has outstanding publicly hcld obligations b 'r ~thot heew the highest
gt " ¢ 7 g minipee ~F 'R omAT “r1,”_or at least one
nationally recognmized rating service ¢e<~nated by the U.S. Securities and
Exchange Commission, and do not bearngbear a rating below the highest by
any nationally recognized rating service which rates the particular obligations.
Asset-backed securities (whether considered debt or equity)—previded—they
provided, when acquired, the securities bear the highest ratingrating, such as
"AA AT 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 rating by any nationally recognized rating service which rates
the particular securities.

Corporate bonds and notes provided they*~~ *n acquired, bear the highest
ratingrating, such as "AAA" or "Aaa," ol 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.
This section applies to funds held by the State Treasurer to the credit of each of the

ey

(2)
3)
4
)
(6)
(7
(8)
9)
(10)
(11)
(12)
3
(14)
(15)
(16)
(16a)

(17)

(17a)
(17b)
(17¢)
(17d)
(17¢)
(175)

The Teachers' and State Employeces’ Retirement System=System of North
Carolina.

The Consolidated Judicial Retirement System:=S <t~ ~{ North Carolina.

The State Health Plan for Teachers and State Employees.

el desepbbededioal opd ase e O laps

The Disability Salary Continuation Blag T~~~== Plan of North Carolina.

The North Carolina Firefighters' and Rescue Squad Workers' Pension Fund.
The North Carolina Local Governmental Employees' Retirement System.

The Legislative Retirement System-System of North Carolina.

The Escheat Fund.

The Legislative Retirement Fund.

The State Education Assistance Authority.

The State Property Fire Insurance Fund.

The Public School Insurance Fund.

The Liability Insurance Trust Fund.

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.

Trust funds of The University of North Carolina and its constituent institutions
deposited with the State Treasurer pursuant to G.S. 116-36.1.

North Carolina Veterans Home Trust Fund.

North Carolina National Guard Pension Fund.

Retiree Health Benefit Fund.

The Election Fund.

The North Carolina State Lottery Fund.

Funds deposited with the State Treasurer by public hospitals pursuant to
G.S. 159-39(g).
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Page

€65

(6¢)

(7)

(8)

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 seeuritiesssecurities, 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 thlS section nor subdwlsmn (b)(7) of thls see&eﬂ—pr-eﬁded—sueh

pquded—ﬂm%—bhe—m+e%{-mem-s—&uﬂ%eﬂ¥eéscctlon
this subdivision shall not exceed seven and one-half percent (7.5%) of the
market value of all invested assets of the Retirement Systems.

W—Hh—respeeH&Rctlruncnl Systuns assets 1cfcr1<.d to m subdmsmn (8) of this

assets—are-subsection may be invested in strategies managed primarily for the

purpose of investing—in—er—owning real estate or related debt financing,
excluding asset-backed finanetng;financing and timberlands, located within or
outside the United States:—and—provided—that—the—investments—authorized
byStates. The amour* ‘~vested under this subdivision shall not exceed ten
percent (10%) of the market value of all invested assets of the Retirement
Systems.

With respect to assets of the Teachers' and State Employees' Retirement
System, the Consolidated Judicial Retirement System, the Firefighters' and

House Bill 1137-First Edition
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Page 6

(9a)

(10)
(10a)

(i) a strategy composed prim 'y ~* private equity, or corporate buyout
transactions, within or outsldc the United States or (11) an_arrangement
authorized unde on (e) of thi~ ~~~+~~ with the p’ 0
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 def ned in subd1ws1on (b)(8) of
this subsection, they may be inves

commoditiessinvested, wnhm or 0uts1de the U=i~d Stetar = “‘)hge““"“ debt
securities, asset-back~" ~~~1**~3, whe*"~~ considered “~»* ~* =quity, and other

investments that are acquired by the Ireasurer for the primary purpose of
providing protection against risks associated with inflation, previded—sueh

vestnents—are—made throveh—investiner  ompante  egistered—under—the
}Méﬁ%éﬁ%@%paﬁ%%@%ﬂd&%ﬂé&&k%ﬂﬁ%@%ﬂe&%ﬁﬁs&ﬁ%
Labil . _f] ]‘g' iil"l']' f].] ‘] .

authorizedaloneg  with  *imberland,  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 mcukct valuc of d“ mvested assets of the
Retnement Systems ; se¢

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 (6¢) 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 (6¢) 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.-Fhe
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exceed 15 basis points per annum, as a condition of participation pursuant to this subsection.
Funds deposited pursuant to this subsection by a hospital shall remain the funds of that hospital,
and interest or other investment income earned thereon shall be prorated and credited to the
contributing hospital on the basis of the amounts thereof contributed, figured according to sound
accounting principles. Fees assessed by the State Treasurer may be used to defray the cost of
administering investments pursuant to this subseetien-subsection and =v+gnditures authorized
under this section.

(b3)  The State Treasurer may invest funds deposited pursuant to subdivision (a)(16a) of this
section in any of the investments authorized under subdivisions (1) through (6), subdivision (6¢)
and subdivision (b)(8) of this section, notwithstanding the percentage limitations imposed on the
Retirement Systems' investments therein. The State Treasurer may require a minimum deposit, up
to one hundred thousand dollars ($100,000), and may assess reasonable fees, not to exceed 15
basis points per annum, as a condition of participation pursuant to this subsection. Funds deposited
pursuant to this subsection by the University of North Carolina Hospitals at Chapel Hill shall
remain the funds of the University of North Carolina Hospitals at Chapel Hill, and interest or other
investment income earned thereon shall be prorated and credited to the University of North
Carolina Hospitals at Chapel Hill on the basis of the amounts thereof contributed, figured
according to sound accounting principles. Fees assessed by the State Treasurer may be used to
defray the cost of administering investments pursuant to this sabseetien-subsection and
expenditures authorized under this section.

(b4) In addition to the investments authorized under subdivisions (b)(1) through (6) of this
sectic , the State Treasurer may invest funds deposited pursuant to subdivision (17g) of
subsection (a) of this section in any of the investments authorized under subdivisions (b)(6¢) and
(b)(8) of this section, notwithstanding the percentage limitations imposed on the Retirement
Systems' investments therein. Funds deposited pursuant to this subsection by a Local Government
Other Post-Employment Benefits Trust and interest or other investment income earned from those
funds shall be prorated and credited to the contributing trust on the basis of the amounts
contr uted, figured according to sound accounting principles. For investments under subdivisions
(b)(6¢) and (b)(8) of this section, the State Treasurer may require a minimum deposit of up to one
hundred thousand dollars ($100,000) and may assess =~~~~=~*!~ fees of up to 15 basis points per
annum as a condition of participation pursuant to this subsection. Fees assessed by the State
Treasurer may be used to defray the costs of administering the Fund-Fund and expenditures
authorized under this section.

(bS)  In addition to the investments authorized under subdivisions (b)(1) through (6) of this
section, the State Treasurer may invest funds deposited in the Local Government Law
Enforcement Special Separation Allowance Fund in any of the investments authorized under
subdivisions (b)(6¢) and (b)(8) of this section, notwithstanding the percentage limitations imposed
on the Retirement Systems' investments therein. For investments from that Fund made under
subdivisions (b)(6¢) and (b)(8) of this section, the State Treasurer may require a minimum deposit
of up to one hundred thousand dollars ($100,000) and may assess reasonable fees of up to 15 basis
points per annum as a condition of making the investment. The fee may be used to defray the costs
of administering the ¥und-Fund and expenditures authorized under this sec* ~1.

() Repealed by Session Laws 1995, ¢. 501, s. 2.

(d) The State Treasurer may invest funds deposited pursuant to subdivisions (a)(17i) or
(a)(17]j) of this section in any of the investments authorized under subdivisions (1) through (6) and
subdivision (8) of subsection (b) of this section. The State Treasurer may require a minimum
deposit, up to one hundred thousand dollars ($100,000), and may assess a reasonable fee, not to
exceed 15 basis points, as a condition of participation pursuant to this subsection. Fees ac~~~~~ Al
4k Chndn Tumamismnn vmaner Tan LSGJ "J__(__i_rrm\“ B P SO & "’J‘“:“:"‘Bring the fuh,ln and e)(ﬂ[)“,hh...on
authorized -—der this section. Funds deposited pursuant to this subsection shall remain the tunds
of the North Carolina Conservation Easement Endowment Fund or the Conservation Grant Fund,
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invest assets desc~+~" ‘n G.S. 147-69.2(12)(c) and select investment opportunities appropriate for
receiving allocations trom the Fund on the basis of potential return on investment and the risks
attendant thereto. The State Treasurer shall assign professional and clerical staff to assist in the
oversight of the Fund. All costs for the third-party investment management firm and the
professional and clerical staff shall be borne by the Fund pursuant to G.S. 147-69.3(f). The State
Treasurer shall drscharge his or her dutres wrlh respect to the Fund as a fiduciary consistent with
-G.S. 147-69.7."

SECTION 1.4.(b) G,S. 147—69.2A(d) reads as rewrltten:
"(d)  Report on Escheat Fund-Vatuatien-Financial Status. — The State Treasurer shall engage

a third-party professional aetuary-er-consultant to conduct a-~valuatienan assess~~1t 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-ef-the-aetuary
erassessment of the 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 ¥und-Fund, current and projected legislative appropriations,
and authorized expenses. 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."
SECTION 1.5. G.S. 147-75 reads as rewritten:

"§ 147-75. Deputy to act for Treasurer.

The Treasurer may authorize a deputy to perform any duties pertaining to the office. The
Treasurer may authorize a deputy to affix the Treasurer's signature to any check, warrant or any

other instrument the Treasurer is required to sigh-by-use—of thefaesimi  gnature-machineor
device-durinethe-Treasurers-absence-or-disabihty=sign. The Treasurer shall be responsible for the

conduct of his_or her deputies.”
SECTION 1.6. G.S. 147-78.1 reads as rewritten:
"§ 147-78.1. Good faith deposits; use of master trust.

Notwithstanding any other provision of law, the State Treasurer is authorized to select a bank
or trust company as master trustee to hold cash or securities to be pledged to the State when
deposited with himthe State Treasurer pursuant to statute or at the request of another State agency.
Securities may be held by the master trustee in any form that, in fact, perfects the security interest
of the State in the securities. The State Treasurer shall by+ule-orregwlationcontractually establish
the manner in which the master trust shall operate. The master trustee may charge reasonable fees
for services rendered to each person who deposits the cash or securities with the State."

PAR 1L UPDATES TO THE STATE TREASURER'S INVESTMENT PROGRAMS
SECTION 2.1. G.S. 147-69.3 reads as rewritten:
"§ 147-69.3. Administration of State Treasurer's investment programs.

(a) The State Treasurer shall establish, maintain, administer, manage, and operate within
the Department of State Treasurer one or more investment programs for the deposit and
investment of assets pursuant to the provisions of G.S. 147-69.1 and G.S. 147-69.2._Different
Retirement Systems and other funds held by the State Tre~~=~= =~ b~ *=~sted collectively or

_S—EE————AJ lll tha State Traggurer's dl memtliin mmemnladans el *he h(‘ ------- A *12_5' ctntad in
e 147-069.7.

(b) Any official, board, commission, other public authority, local government, school
administrative unit, local ABC board, or community college of the State having custody of any
funds not required by law to be deposited with and invested by the State Treasurer may deposit all
or any portion of those funds with the State Treasurer for investment in one of the investment

Page 10 House Bill 1137-First Edition
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B Anyeothermformationrequested-by-the-Finance Committees:

(i)  The State Treasurer shall report the incentive bonus paid to the Chief Investment
Officer to the Joint Legislative Commission on Governmental Operations by October 1 of each
year.

(i2)  In order to promote achievement of long-term investment objectives and to retain key
public employees with investment functions, the State Treasurer is authorized to establish
establish, consistent with the State Treasurer's fiduciary duties, market-oriented compensation
plans, including salaries and performance-related bonuses, for employees possessing specialized
skills or knowledge necessary for the proper administration of investment programs, 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 investment program. The Treasurer shall report the salaries and
bonuses paid to the Joint Legislative Oversight Committee on General Government annually.

m Subject to the provisions of G.S. 147-69.1(d), the State Treasurer shall adopt any rules
necessary to carry out the provisions of this section.”

SECTION 2.2. G.S. 147-69.7 reads as rewritten:

"§ 147-69.7. Discharge of duties to Retirement-Systems-funds.

(a) The State Treasurer shall discharge his or her duties with respect to the-Retirement
Systemseach fund or investment program held by the State Tr~~~u-~~ *~~'-ding each of th~ #nds,
enumerated in GS—447-692bH8G.S. 147-69.2 as follows:

(1) Solely in the interest of the participants-at € eiartessinte~ "~ br=~Frigriae
of the fund, if any.

2) For the exclusive purpose of carrying out the purpose of the fund, including
providing benefits to participants and benefieiariesbeneficiaries, and paying
reasonable expenses of administering the Retirement-Systems-fund.

(3) With the care, skill, and caution wnder—h~*-~* ~ ~-Jent investor would use
after _considering the purposes, dis*™*~1ition _requirements, ~=* _~thor
cncumstanccs thcn ‘evitil e : i

Eha‘ lEtEEl “:‘d ]31!1]3Ei‘ ERM PP | .'“,‘_

(4) Impartially, taking into account any differing interests of participants and
beneficiaries.

(5) Incurring only costs that are appropriate and reasonable.

(6) In accordance with a good-faith interpretation of the provisions of
G.S. 147-69.2 and any other applicable law governing the Retirement

Systems-fund.
(b) In investing and managing assets of the Retirement-Systemstund pursuant to subsection
(a) of this section, the State Treasurer:

(1) Shall consider the following circumstances:

a. General economic conditions.

b. The possible effect of intlation or deflation.

C. The role that cach investment or course of action plays within the
overall portfolio of the Retirement-Systems-fund.

d. The expected total return from income and the appreciation of capital.

e. Needs for liquidity, regularity of income, and preservation or
appreciation of capital.

f. Fhe-With respect to the Retirement Systems defined -~ 7= ¢ 147 “0 2(d)

and any other pension plans, the adequacy of funding tor the Retirement
Systems based on reasonable actuarial factors.

Page 12 House Bill 1137-First Edition
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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 duringno later than the first six months of each
calendar year, covering performance in the prior ealendarfis~~' year. As to each type of new

investment authority, the report shall be made for at least four years. To the ~w¢ =t *hry fnfremmntine
required by this secti~= ‘g ~~~ wnmeriend fe vl peports under G.S. 147-69.12 +7 - ttotg Henmee er
may combine reports or mak ~ ~voss-referen~~ ¢~ -y~ womotg !

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 firm, (ii) the statf 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, 20135, 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 eu of the
reports  required by  G:5-447-69Hep— 4769240047693 h—H4-693)—and
+47-69.8.G.S. 147 99.8 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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HOUSk niLL 1134:
Admin. Changes Retirement System/Treasurer.

2016-2017 General Assembly

Committee: House Pensions and Retirement Date: May 30, 2016
Introduced by: Reps. McNeill, Ross Prepared by: Theresa Matula,
Analysis of?: PCS to First Edition Committee Staff &
H1134-CSSH-66 Jason Moran-Bates,
LAD Staff

SUMMARY: The PCS for House Bill 1134 does the following: adds language pertaining 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 an ex
officio member of the TSERS Board of Trustees and provides for the TSERS and LGE 5 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
Jacilitate 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 | 'mb ; 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 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 O cers', Firemen's,
Rescue Squad Workers' and Civil Air Patrol Members' Death Benefits Act. Section 1(b) ad¢ GS 58-86-
55 to outline the manner in which benefits are paid when a member is killed in the line of duty. Section
I(c) amends the law pertaining to lump sum payments when a firefighter or rescue squad worker dies,
but 1s 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.

Sec*~n 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 retirement system, the Disability Salary Continuation Plan. the Disab ty Income

. Plan, or State Health Plan premiums paid on behalf of a member, who is later determined ineligible, may
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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(f)-(j) pertain to the LGERS and establish similar "normal retirement age" provisions for
LGERS as outlined above for TSERS. Section 3(f) 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 servi  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.

Qantine @ gmends 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 t
Office of State Human Resources as an ex officio member. Section 8(b) amends G.S. 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 1ust 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 10(a) adds a new subsection to G.S. 135-7 creating the LEIA under e 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 10(b) creates = : LEIA as
outlined above for the LGERS. Section 10(c) provides that this section becomes effective October 1,
2016.

S~~si~- 11 clarifies the retirement information is subject to the Public Records Law. Section 11(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 in ection and
that Department of the State Treasurer should make the information available for public inspection. The
remainder of Section 11 creates and consolidates the laws pertaining to public recor : for the TSERS
and LGERS. Section 11(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 ¢ y 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 11(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 '‘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, CIRS,
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(h1) 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, CIRS. 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(f)-(k) repeal G.S. 135-18.8(a), G.S. 135-75(a), G.S. 128-38.3(a), G.S. 128-
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38.3(c), G.S. 120-4.32(a), and 127A-40(h1), respectively. Section 13(I) makes Sections 13(f)-(k)
effective July 1, 2017. The remainder of Section 13 is effective when it becomes law.

Cantine 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.

Cantine 12 gmends 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 147 of the General Statutes pertaining to unp: 1 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.

Contine 17 gmends 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) an 457 plans.
This section becomes effective when it becomes law.

Section 19 requires pension spiking reports to be transmitted to governing boards. This section becomes
effective when it becomes law.

Candinm 20 gytlines what compensation includes and does not include for those who became SERS 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 DATE: The effective dates are specified in each section of the bill analysis above.









The proposed legislation does not change eligibility for early (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 detect errors and
cnsure accountability. RSD currently has access to these persons and records when conducting an
investigation of fraud.

Section 3: Clarifics the time period during which an employing agency may make payments under
the Contribution Based Benefit Cap provision in TSERS and LGERS. The Cap is intended to
more accurately distribute the cost of “pension spiking™, i.e. large increases in compensation
during the four years that are used in calculating the benefit. With this change the employing
agency could choose payment without interest between 3 and 15 months after the member’s
retircment or with interest between 3 and 27 months after retirement.

Section 6: Clarifics that factors that apply to the Cap do not have to be set through the rule making
process under Chapter 150B and changes the timing of the inflation indexing of the minimum
earnings below which the Cap does not apply.

Section 7: Allows members of several Systems to elect beneficiaries on-line, rather than by paper
form, regardless of the amount of service they have. Currently beneficiaries cannot be clected on-
line 1f the member has 10 or more years of service,

Section §: Replaces a higher education appointee as a member of the TSERS Board of Trustees
with the Director of the Office of State Human Resources. Also establishes the State Treasurer as
the chairperson of the Boards and gives the Treasurer authority to appoint the director of the
Retircment System.

Section 9: Creates an exemption to State classification and compensation rules for employees with
specialized retirement administration skills.

Section 10: Creates a fund under the control of the Boards ot Trustees of TSERS and LGERS that
can be uscd to pay tor the cost of implementing any legislated benefit changes that will result in
future reductions in contributions. The maximum amount that can be directed nto the fund is
0.01% of compensatton.

Section 11: 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 12: Clarifics that certain documents can be transmitted by means other than physical mail.

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 for some associations is increased from 2,000 to 10,000 and proof of authorization from the
member to deduct the payment must be made available upon request. The section disallows all but
a small number of deductions effective July 1, 2017.
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Sections 15-17: Affect Department of State Treasurer operations unrelated to the Retirement
Systems, so are not addressed in this note.

Cr~neiom 10 Clarifies governance statutes for the NC 403(b) Plan.

Section 19: Requires that employers who receive a report that they are likely to owe an additional
contribution under the Contribution Based Benefit Cap must forward that report to certain
governing bodies of the employer.

©~~+~+ 20: Eliminates conversion of additional benefits to salary from the definition of
Compensation for retirement purposes for those who become members of TSERS or LGERS after
2016. The section does not affect the definition for any current members.

Section 21: Grants the Retirement Systems Division additional flexibility in handling missing
reports of earnings from DIP recipients.

EFFECTIVE DATE: Section | becomes effective July 1, 2018. Sections 2, 3.7, 9, and 20
become effective January 1, 2017. Sections 4, 5, 6, 8, 11, 12, 14, 16, 17, 18, 19, and 21 become
effective when they become law. Sections 10 and 15 become cffective October 1, 2016. Section
13 becomes effective when it becomes law, except as described above.

ESTIMATED IMPACT ON STATE:
Section 1:

Buck Consultants, the actuary for the Retirement Systems, estimates that the linc-of-duty death
provision of this section will increase the actuarially determined contribution for the FRSWPF by
£96,000 per year.

Hartman & Associates, the actuary for the General Assembly, estimates that the line-of-duty « 1th
provision of this section will increase the actuarially determined contribution for the FRSWPF by
approximately $50,000 per year.

Section 3: Buck Consultants and Hartman & Associates estimate the following long-term
reduction in the normal cost (and thercfore the actuarially determined contribution) due to this
section:

_;..,J.uu —, "“l&" PPN PR lrM.A.-_ﬂ.- vo __-A__f' AAAAAAAA
TSERS | U.03% of pay | 0 '~ ot pay

| TFERS 1 0.04% non-LEO, 0.11% LEO 0.16% of p~
CJKS | 0.67% ( ~R0% of =

Both actuaries agree that this section will have no impact on the actuarially determined

contribution in FY 2016-17.
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Both actuaries estimate that the other sections of the proposed legislation 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 CJRS FRSWPF
Active Members
Count 307,313 123,184 566 43,134
General Fund $9,865M $70M
Compensation
Valuation $13,737M $5.652M $71M Not
Compensation applicable
(Total)
Average Age 45 44 bk 40
Avcrage Service 10.7 10.3 121 11.7
Inactive 1embers
Count 134,871 55,298 sn 153
Retired Members
Count 194,607 60,408 610 12,730
Annual Benefits $4,058M $1,109M $37M $26M
Average Age 70 68 72 68
New Retirees During 11,400 4,100 50 600
2015
Financial Statistics (as of 12/31/2014 unless otherwise noted, M = millions)
TSERS LGERS CIRS FRSWPF
Accrued Liability (AL) $67,715M Not S567M $419M
meaning ful
Actuarial Value of $64,734M $22.682M $534M $381M
Assets (AVA)
Market Value of Assets $64,587M $22,745M $534M $383M
(MVA) ) -
Unfunded Accruea $2,981M Not »33M »38M
Liability (AL - AVA) meaningful
Funded Status (AVA / 96% Not 94% 91%
AL) meaningful
Annual Required 9.48% (new 7.25% 28.53% $17.6M
Contribution (ARC) for | assumptions) | (non-LEO)
FY 2016-17 (as % of
pay)
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Governmental Operations, and the Fiscal Research Division on a date t
Joint Legislative Program Evaluation Oversight Committee."

SECTION 3. (o) Subsection (n) of this section becomes eff:
law. The remai 1,2017.".
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"(11b) "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 =~~~ 4~ nctivities, 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) Comr~"1nce Investigations and Fraud Investigations — Access to Persons and Records.
In the course ot conducting a ~~—~-""~~ce ‘=~ ~~*gation ~~ ~ ‘raud investigation, the Retirement
Systems Division, or authorized representatives who are assisting the Retirement Systems
Division staff, shall:

(H 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) Comp'i~~¢e or Fraud Investigative Reports and Work Papers. — The Director of the
Retirement Systems Division shall maintain for 10 years a complete file of all ¢~~=li~nce
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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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 " ~mpliance Investigative Reports and
Work Papers. — The Director of the Retirement Systems Division shall maintain for 10 years a
complete file of all fraud investigative repertsreports. compli~=~~ i==~~*i~~¢i=~ reports, and reports
of other examinations, investigations, surveys, and reviews issued under the Director's authority.
Fraud investigation work pept 1a] s, 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 ¢~ ="~=~~ ‘nvestige***" rep~* 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.

SECTION 5.(a) G.S. 135-4(j)) reads as rewritten:

"())  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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payme=* =~~~ term exceeding 12 mon*hc ~t a =*= ~~rresponding ik the
interest ~~te assumption based on the most recent actuarnial valuation appre=-
by the Board of Trustees.

Payment under sueh-anboth installment planplans 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 1, 20135, 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) 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.

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.

“) 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 1 each year by the percent change between the BeeemberJune Consumer
Price Index in the year prior to retirement and the DeeemberJune 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 1. 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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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:

() 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.

) 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) "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 a  -age 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 | each year by the percent change between the Deeembe-""~~ Consumer
Price Index in the year prior to retirement and the BeeemberJune Consumer Price Index in the
“--al year most recently ended, calculated to the nearest tenth of a percent (0.1%), provided that

5 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 1, 2015, shall not be reduced; however, the member's last
employer shall be required to make an additional contribution as specified in G.S. 128-30(g)(2)b.,
if applicable."

SECTION 6.(c) This section is effective when it becomes law and applies

retroactively to January 1, 2015.

SECTION 7.(a) G.S. 135-5(f) reads as rewritten:

"(f)  Return of Accumulated Contributions. — Should a member cease to be a teacher or
State employee except by death or retirement under the provisions of this Chapter, ke~ me~"1r
shall upon submission of an application be paid, not earlier than 60 days from the date of
termination of service, histhe me—"“~~'- contributions, and the accumulated regular interest
thereon, provided that hethe member has not in the meantime returned to service. Uy | payment
of such sum his_or her membership in the System shall cease and, if he ~~ -~ thereafter again
becomes a member, no credit shall be allowed for any service previously rendered except as
provided in G.S. 135-4, 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
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submission pries-te-completingH0-years-ef-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 histhe member's accumulated contributions at the time of hi~*-~

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 employment may not be paid his_or her accumulated contributions unless hethe
extension service emr='~ee is eligible to be paid his_or »~= 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.

A member who is a participant or beneficiary of the Disability Income Plan of North Carolina
as is provided in Article 6 of this Chapter shall not be paid a return of accumulated contributions,
notwithstanding the member's status as an employee or teacher. Notwithstanding any other
provision of law to the contrary, a member who is a beneficiary of the Disability Income Plan of
North Carolina as provided in Article 6 of this Chapter and who is receiving disability benefits
under the transition provisions as provided in G.S. 135-112, shall not be prohibited from receiving
a return of accumulated contributions as provided in this subsection."

SECTION 7.(b) G.S. 135-5(]) 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 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 pri¢  >completh  H-years-efserviee 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 histhe 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 histhe
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 histhe 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 histhe memb~-'~ death if histhe memb~-'~ death
occurs within 180 days from the last day of histhe member's actual service."”

SECTION 7.(¢) G.S. 135-63 reads as rewritten:

"§ 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 priorte-completing10-years-of-serviee-in a form approved by the Board
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employment may not be paid his or her accumulated contributions unless hethe ext~n-inn cnmine
employee is eligible to be paid his_or her accumulated contributions in both systems tor 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(]) reads as rewritten:

"()  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 k"~ =~~~ ghall
have nominated by electronic submission prier—te—eompleting10—years—ofserviee—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:

(N The compensation on which contributions were made by the member during the
calendar year preceding the year in which his_*~= member's death occurs, or
2) The greatest compensation on which contributions were made by the member
during a [2-month period of service within the 24-month period of service
ending on the last day of the month preceding the month in which histhe
member's last day of actual service occurs;
3) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, 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 his_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 his_ the member's death if his *~~ =~~~ death occurs within 180
days from the last day of his the m~—*~-'s actual service.

"

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 histhe member's accumulated contributions provided
hethe member has not in the meantime returned to service. Upon payment of this sum his_r= he-
membership in the System ceases. If kethe 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 prierte-completing10-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 hki~*-~
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member's accumulated contributions at the time of histhe me—"=~~"~ 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;
&S—f I PRV MR
(D The State Treasurer, ex effieiozofficio.
2) The Superintendent of Public Instruction, ex effietezofficio.
3) The ™*=~~*~r of the ™ ~~ ~FCate "'~ Resources, ex 0~ ~
3)(4) Ninekight 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 teachmg professmn of the State —eﬁe—ef—thhe—appem&ve—membefs—shaﬂ—be—a

5 5 ] : 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 law-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 itional Guard
appointed by the Governor for a term of four years commencing July 1, “)13.
At the expiration of these terms of office the appointment shall be for a term of
four years:years.

(5) 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. \ ancies 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 off‘cm ehm*manchalr of the Board oflms{ees—fphe—Beafd—eﬂms%ees—sha y+majeﬁty—ve£e
sai&F}Lef—tﬂhe—d-weeteFef—ﬂqe—Rememef ys%em—rs—subjeet—te—fhe—pfewsieﬂs—eﬁéhaptef—éé—eﬁme

General-Statates—of Nerth-Careling Tt~ ~d ~loll mmmnine o Aiens “~= 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:

House Bill 1134-First Edition Page 25





















00~ N BN —

General Assembly Of North Carolina Session 2015

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.
(©) 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 relatlng to demotlons and to dlsc1p11nary actions resultmg in the dlsmlssal of the

eﬁ—S%ate—”Ffe&sufer—employee Retlrement f'les maintained by the Retlrement Systems D1v151on of
th Neprtrmt ~F G T Tall v ! tor “qg 7C Mo g
G.S 174 « 1 ‘

SECTION 11 (e) G.S. 1 15C 321(b1) is repealed

SECTION 11.(f) G.S. 115D-29(c) is repealed.

SECTION 11.(g) G.S. 153A-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 mailedstransmitted 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 mailedstransmitted to the m~~*er, 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
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(a) Any beneficiary who is a member of a domiciled employees' or retirees' association
that has at least 2:80810.000 members, the majority of whom are active or retired employees of
employers as defined in G.S. 128-21(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
benefieiary-beneficiary, and proof of the authorization must be available on request of *-~
D artm--* of the €*~*< 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 beneficiary-beneficiary. and proof of the
authorization must be available on request of the Department of the €+~+~ T=gacr=r=,

(c) For local employe=~ who made arrangements with the Ketirement System prior to
January 1, 2016, any beneficiary who is a retiree from g~ ~m=lovor in the Dativomnnt Qoo
under this Artic'~ ~~* ~uthorize the periodic deduction from the beneticiary's retirement benetits
as designated lump sum to be paid to the beneficiary's former employ~- 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."

SECTION 13.(d) G.S. 120-4.32 reads as rewritten:
"§ 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;60010.000 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 benefietary hon~Fniom,
and proof of the aut™~=~~‘ion muv-* YHe ~+~‘lable on request of the Department ot 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 benefieiary-beneficiary, and proof of the
authorization must be available on request of the Department of the State Treasurer."

SECTION 13.(e) G.S. 135-18.8(a) is repealed.
SECTION 13.(f) 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.

SECTION 13.(j) Subsections (¢), (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 commenc nt 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 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
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 disability benefits to which the beneficiary may be entitled, effective a:  “the first
of the month following the month of initial entitlement, and by monthly payments f  Workers'
Compensation to which the participant or beneficiary may be entitled. When prir y 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 fec
agency or any payments made under the provisions of G.S. 127A-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 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 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. 127A-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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"(b)

Page 38

3

(4)

(5)

(6)

(7)

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 Retiren~=~* Board of Trustees fer—the Neorth
Carohina—Supplerental-RetirernentPlans—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-tt  lorth-Carelina-Supplemental Retirement-Plans-as to
appropriate investment options. FhePursua~* ‘~ € 12596, the State
Treasurer and Board of Trustees shall have sole responsibility tor the selection
of the vendor, third-party administrat~= ==~d~=r ~f fmnn fommet mmtinen ned
any ~*~ service provider for the North Carolina Public School 'Ieachers’ and
Protessional 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.

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 18.(b) G.S. 115D-25.4(b) reads as rewritten:
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.

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.
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1 SECTION 22. Except as otherwise provided, this act is effective when it becomes

‘ 2 law.
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() Fraud Investigations ~~* 7" ~—1pliance Inve-*~ati~~< — Access to Persons and Records.
— In the course of conducting a traud investigation or com='"~=~= ‘nvestigation, the Retirement
Systems Division, or authorized representatives who are assisting the Retirement Systems
Division staff, shall:

(D 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.
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 pu ose 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 -~ ‘Nork Papers or Compliance Investigative Reports and
Work Papers. — The Director of the Retirement Systems Division shall maintain for 10 years a
complete file of all fraud investigative repertsreports. compliance investigative reports, and reports
of other examinations, investigations, surveys. and reviews issued under the Director's authority.
Fraud investigation work paperspapers. 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 conr~'*~~ce 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 com='~1ce 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
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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 | each year by the percent change between the BeeemberJune Consumer
Price Index in the year prior to retirement and the DeeemberJune 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 1. 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
152" of the 7~ ! C4neenn ~d ony 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 B¢ d shall:

(1 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 m¢ Her 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 :mber'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 | each year by the percent change between the PeeemberJune Consumer
Price Index in the year prior to retirement and the Deecembe-"-~~ 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

) NPT
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Retirement System after January 1, 2015, shall not be reduced; however, the member's last
employer shall be required to make an additional contribution as specified in G.S. 128-30(g)(2)b.,
if applicable."

SECTION 6.(c) This section is effective when it becomes law and applies
retroactively to January 1, 2015.

SECTION 7.(a) G.S. 135-5(f) reads as rewritten:

"(f)  Return of Accumulated Contributions. — Should a member cease to be a teacher or
State 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, histhe member's contributions, and the accumulated regular interest
thereon. provided that he*»=_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. 135-4, 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 erson or persons as hethe member or former member shall have nominated by electronic
submission prior-to-completingH0-years-of serviee 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 histhe member's accumulated contributions at the time of histhe

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 employment may not be paid his_or her accumulated contributions unless hethe
extension service emplo=~~ is eligible to be paid hi~ ~~ “er 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.

A member who is a participant or beneficiary of the Disability Income Plan of North Carolina
as is provided in Article 6 of this Chapter shall not be paid a return of accumulated contributions,
notwithstanding the member's status as an employee or teacher. Notwithstanding any other
provision of law to the contrary, a member who is a beneficiary of the Disability Income Plan of
North Carolina as provided in Article 6 of this Chapter and who is receiving disability benefits
under the transition provisions as provided in G.S. 135-112, shall not be prohibited from receiving
a return of accumulated contributions as provided in this subsection.”

SECTION 7.(b) G.S. 135-5(1) reads as rewritten:

"(1)  Death Benefit Plan. — There is hereby created a Group Life Insurance Plan (hereinafter
called the "I 1n") which is established as an emy »yee 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 prierte-completing+0-years-of serviee 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:
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"(f)  Return of Accumulated Contributions. — Should a member cease to be an employee
except by death or retirement under the provisions of this Chapter, kethe member shall upon
submission of an application be paid. not earlier than 60 days from the date of termination of
service, histhe 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_~~ ~he thereafter again becomes a member, no
cre  shall be allowed for any service previously rendered except as provided in G.S. 128-26; and
suc  ayment 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 #~—~~-_member shall have nominated by electronic submission pri¢ 3
eempletne—t—e wviee—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 histhe member's accumu ted contributions at the time of ki~*»~ ~emh~+~'~ death, unless
the beneficiary elects to receive the alternate benefit under the provisions ot (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
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 prier—te—completing—10—years—of-serviee—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 his 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 histhe
~n~m~her's last day of actual service occurs;
3) Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, 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 his_th~ ~~=ber's death pursuant to the
provisions of subsection (f) of this section. For the purpose of the Plan, a member shall be deemed

Page 24 House Bill 1134 H1134-CSSH-66 [v.12]































0~ N B W —

U S S S S N N N N VS IR VC IR FE N UC IR UC SN U TR DU TR UU SN U TN U TN S U Y6 T SE U N NG T NU TN NG Y NG Y N0 0 NG YU G U G
— O OO IOk WM —= OOV~ U WNMARDOD VOO~V PR WHN——=O OO0 Wn AW — OO0

General Assembly Of North Carolina Session 2015

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 benefietary=beneficiary. and p=~n~¥ ~¥ thn ~thnsizatins =gt be
available on request by the De=r=t==rs ~Felon Conin Tunggyrer, ™
SECTION 13.(b) G.S. 135-/5 reads as rewritten:

"§ 135-75. Deduction for payments allowed.

(a) Any beneficiary who is a member of a domiciled employees' or retirees' association
that has at least 2;80010.000 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 benefieiary-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 benefieiary-benefi~i~=' ~=d p=~~f ~Fthe
authorization must be available on reque~* ~the Department of the State Treasurer."

SECTION 13.(c) G.S. 128-3%.3 reads as rewritten:
"§ 128-38.3. Deduction for payments allowed.

(a) Any beneficiary who is a member of a domiciled employees' or retirees' association
that has at least 2;00010.”"" members. the majority of whom are active or retired employees of
employers as defined in G.S. 128-21(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
benefieiary-beneficiary, and =-~of of the authorization mus* -~ ~~*'-'~ on request of *»-
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 benefietary-beneficiary, and proof of the
authorization must be available on request ~* e Department of the State Treasurer.

Page 34 House Bill 1134 H1134-CSSH-66 [v.12]







0~ N kW N —

DN BB bbb bR WL L LWL LW WDENDNDNDNDNDNDNDDRNDNDDN — — — — s
— O VOO -1V EARWN OOV ~-ITAAWUN W= OV~ AWM — OO0~V &LWWDN— OO

General Assembly Of North Carolina Session 2015

"(b)  The State Treasurer may impose on an agency with non-State funds a fee of fifteen
dollars ($15.00) for each check drawn against the agency's disbursing account that causes the
balance in the account to be in overdraft or while the account is in overdraft. The financial officer
shall pay the fee from the agency's non-State er-persenal-funds to the General Fund to the credit of
the miscellaneous nontax revenue account by the agency."

SECTION 15.(b) This section becomes effective October 1, 2016.

SECTION 16. Article 6 of Chapter 147 of the General Statutes is amended by adding
a new section to read:
"§ 147-68.2. Confidentiality of w~-—ants issued by the State.

Informat’~~ containe ‘1 reco ~ held by the State about outstanding, unpaid warrants icer+ed
by the State are confidential =~ not a~~*'~%'~ £~=prrhlic jpgmantinn en the aveant thot the Treasurer
determines that information would be sutticient to counterfeit a warrant.”

SECTION 17. 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
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 18.(a) G.S. 115C-341.2 reads as rewritten:
"§ 115C-341.2. Department of State Treasurer sponsored 403(b) option.

(a) In addition to the opportunities for local boards of education to offer section 403(b) of
the Internal Revenue Code of 1986 retirement annuities and/or mutual funds to their employees
under G.S. 115C-341. the Department of State Treasurer may establish an approved third-party
vendor of retirement offerings as described in section 403(b) of the Internal Revenue Code of
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
"Nor Carolina Public School Teachers' and Professional Educators' Investment Plan." The
vendor authorized under this section shall be selected by use of StateCr~plementp! Rotiremant

Board of Trustees procurement proceduressprocedures ur-~= A=i~i~ s ~F Chaptn= 125 ~t ten
General Statutes, with the goal of attaining lower administrative tees and enhanced services tor

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.

() 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.

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.

Page 36 House Bill 1134 H1134-CSSH-66 [v.12]
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l'(b)

Page 38

(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 18.(b) G.S. 115D-25.4(b) reads as rewritten:
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

2)

3)

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.

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.

€. 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. 115D-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 plag=plan ~¥ 102/ Affaringg,
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 £-——'-mental Retireman * Board of Trustees for—the—Neorth—Carolina
Suppremental RetirementPtans 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 Retiren~=* Board of Trustees fer-theNerth
Carolina-Supplemental Retirement-Plans—consistent with section 403(b) of the

Internal Revenue Code of 1986, as amended.
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without the invalid provisions or application, and to this end the provisions of this act are
severable.

SECTION 23. Except as otherwise provided, this act is effective when it becomes
law.

H1134-CSSH-66 [v.12] House Bill 1134 Page 43






























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-Retir  :nt 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 Vanderwiede
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,

Moly 7 S&W/M/ Lutiwmn

Representative Allen McNeill, Chair Laura Sullivan, Commuttee Clerk







Laura Sullivan (Rnn Allan MeNail

L | I L} L]
rom: Laura Spratley (Rep. Stephen Ross)
' bnt: Monday, June 20, 2016 07:02 PM
To: Rep. Grier Martin; Rep. Craig Horn; Rep. Jon Hardister; Rep. Graig Meyer; Rep. Bert
Jones; Rep. Rena Turner; Rep. John Fraley; Rep. John Bradford
Cc: Svlvia Hammons (Rep. Grier Martin); Pattie Fleming (Rep. Craig Horn); Jayne Nelson

:p. Jon Hardister); Daphne Quinn (Rep. Graig Meyer); Brenda Olls (Rep. Bert Jones),
Barbara Gaiser (Rep. Rena Turner); Carol Wakely (Rep. John Fraley); Anita Spence (Rep.
John Bradford)

Subject: <NCGA> House Pensions and Retirement Committee Meeting Notice for Tuesday, June
21, 2016 at 10:00 AM
Attachments: Add Meeting to Calendar_LINC_.ics

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA 1 {ON
2015-2016 SESSION

‘ [)u are hereby notified that the House Committee on Pensions and Retirement will meet as follows:

DAY & DATE: Tuesday, June 21,2016

TIME: 10:00 AM

LOCATION: 415LOB

COMMENTS: Representative Ross will chair.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 1135 Retirement Credits for Peace Corps Representative Meyer
Service. Representative Horn

Representative G. Martin
Representative Hardister
HB 1088 Allow Election Day Service - Retired Representative Fraley
LEOs. Representative Jones
Representative R. Turner
Representative Bradford






Respectfully,

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

[ 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)






House Committee on Pensions and Retirement
Tuesday, June 21, 2016, 10:00 AM
415 Legislative Office Building

AGENDA

Welcome and Opening R irks

Introduction of Pages

Bills

BILL NO.
HB 1135

HB 1088

. Presentations

SHORT TITLE
Retirement Credits for Peace Corps
Service. ‘

Allow Election Day Service - Retired
LEOs.

Other Business

Adjournment

SPONSOR
Representative Meyer
Representative Homn
Representative G. Martin
Representative Hardister
Representative Fraley
Representative Jones
Representative R. Turner
Representative Bradford
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A4 L--«L-6 Board of Trustees, from

assumed annual post-retirement allowance ‘~~-eases, as d~*~==*~~
the earliest age at which a member could ==*== on ¢~ 'nre~~~~ ~~=~~ ~ Hosnmne,
SECTION 3. This act becomes etfective July 1, 2016. .

Page 2 House Bill 1135-First Edition



HOUSE BILL 1135:
Retirement Credits for Peace Corps Service.

2016-2017 General Assembly

Committee: House Pensions and Retirement Da;e: May 27, 2016
Introduced by: Reps. Meyer, Horn, G. Martin, Hardister Prepared by: Tawanda N. Foster
Analysis of: First Edition Committee Co-Counsel

SUMMARY: House Bill 1135 would allow for the purchase of creditable servi in e 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

‘aayment 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.

I

3 5 -

K Cochrane-Brown
Director Division
SR s 919-733-2578

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.

[ AURTATR:

m (’l Legis e Analysis
:












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

APPROVED BY: - S

. e
Mark Trogdon, Director Official ‘;f’f}‘&a? 1,5
Fiscal Research Division Fiscal Rescarch Division

,&‘_{- Publicution
DATE: May 27.2016 '

Signed Copy Located in the NCGA Principal Clerk's Offices
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HOUSE BILL 1088
Committee Substitute Favorable 6/15/16

Short Title: ~ Allow Election Day Service - Retired LEOs. (Public)

Sponsors: )

Referred to: - o
May 11, 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 SUSI .. .SION 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(11d) or G.S. 143-166.50(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:

(D 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 whi  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:

(D 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.

(c1) Notwithstanding the provisions of subdivisie 3  ubdivision (c)(3) of this

subseetior ~~~**~~ a local government employer may employ retired officers in a—publie—safety

TREMATHUIR
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Retirement-Systemsany of the following capacities, and doing so shall not cause payment to cease
to those officers under the provisions of this seetienssection:
(1) In a public safety position in a capacity not requiring p~~ipation in the ] ~~~!
Ge~—~ental Employees' Retir-—-nt Sy~
2 In connection with el~~*~~ A~y service f~~ *~ ~ounty 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 subje  to any increases in salary or retirement allowances that may be authorized by local
government employers or for retired employees of local governments.

(e) T : governing body of each local employer shall determine the eligibility of
employees for the benefits provided herein.

() 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 availat :."

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

Page 2 House Bill 1088-Second Edition










GENERAL ASSEMBLY OF NORTH CAROLINA
Session 2015
Legislative Retirement Note
LL NUMBER: House Bill 1088 (First Edition)

SHORT TITLE: Allow Election Day Service - Retired LEOs.

SPONSOR(S): 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 conc 1ing special
separation allowances for local law-enforcement officers (LEOs), making organizational and
clarifying . anges and also adding language that allows a retired officer to be employed by county
boards of elections in connection to Election Day service without suspendii  the retired offic
special separation allowance. The special separation allowance is a benefit ot 0.85% of
compensation times years of creditable service that is paid by the local government between
unreduced retirement and age 62.

FFECTIVE DATE: The bill is effective when it becomes law.
STIMATED IMPACT ON STATE:

uck 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

at 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

ie 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] e a
negligible impact on the amount paid in special separation allowances.

ASSUMI  ONS 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) 1






SOURCES OF DATA:

Buck Consultants, “Allow Election Day Service — Retired LEOs — House Bill 10887, June 7, 2016,
original of which is on file in the General Assembly’s Fiscal Research Division.

Hartman & Associates, LLC, “House Bill 1088: An Act to Allow Retired Law Enforcement

ficers 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.

1_ ZHNICAL CONSIDERATIONS:
. sSCAL RESEARCH DIVISION: (919) 733-4910.

The above information is provided in accordance with North Carolina General Statute 120 14
and applicable rules of the North Carolina Senate and House of Representatives.

REPARED BY: David Vanderweide

PPROVED BY:
Mark Trogdon, Director Pt Vi
Fiscal Research Division Official f{’t 1;@
Fiscal Rescarch Division
ATE: June 8,2016 %15 B ¢ Pevlicution

Signed Copy Located in the NCGA Principal Clerk's Offices

House Bill 1088 (First Edition) 3












HOUSEk PAGES
(Pensions & Retirement)

Week of June 20-23, 2016

Name: County: _ Sponsor:
JOIIN WALLACE WAKE REP. SALMON
LILLIAN NGUYEN MECKLENBURG REP. ALEXANDER
AVERY ROGERS BURKE REP. BLACKWELL B
| ALLISON WHITMIRE | TRANSYLVANIA REP. WHITMIRE



















House Committee on Pensions and Retirement
Thursday, June 30, 2016 at 8:30 AM
yom 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
ct___nittee.

The meeting adjourned at 9:00am.

/

Fere— 19_6@ L~
1Ve Stephen M. Ross, Chair [Saura Spratley, Uommer

Presiding






House Committee on Pensions and Retirement
Wednesday, June 29, 2016, 8:30 AM
415 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Introduction of Pages
Bills

BILL NO. SHORT TITLE SPONSOR

SB 886 Retirement Amendments. Senator Wells

Senator Apodaca

Presentations

Other Business

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 HOUSE COM SUB, UNFAVORABLE SENATE COM SUB

SB 886 (CS#1) Retirement Amendments.
Draft Number: S886-PCS15404-SH-80
Serial Referral: None

Recommended Referral: None
Long Title Amended: Yes
Floor Manager: McNeill

TOTAL REPORTED: 1
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Lc -~ 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. 135-6(b) reads as rewritten:

"(b) Membership of Board; Terms. — The Board shall consist of the #~"'~~g 13 members;
asfellews:members:

(1) The State Treasurer, ex effieiozofficio.

(2) The Superintendent of Public Instruction, ex effieie:officio.

Q) Tha Nirantar nfthe OFFina of State Hrne D’\wnnn av npﬁn:&

33(4) MareLight 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 teachmg professmn of the State —eﬂe—eﬁ-the—appeﬂm%te—membeﬁs—s-haﬂ—be—a

years—eemmenemg—Ju-l—y—- 969—a-nd—q-uaéfemnal-l-)~thefea-ﬁer— 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 law-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 years:years.

)(5) 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 6.(b) G.S. 135-6(g) reads as rewritten:

"(g) Officers and Other Employees; Salaries and Expenses. — The State Treasurer shall be

ex ofﬁmo ehatrmanchair of the Board of iFmstees—"Fhe—Bearé—efiFFtMees—shaH—by—aanajemy—vete

O v 0 PO OF;

General—S%&tu{es—ef—Neﬁh—Gafehﬁa—Trustees and shall appomt a dlre"‘“ The Board of Trustees

shall engage such actuarial and other service as shall be required to transact the business of the

Page 8 Senate Bill 886 S886-CSSH-80 [v.3]
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Page 10

2)

3

C))

&)

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 followii

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 plan-plan of 403(b) offerings.

Governance and oversight of the North Carolina Public School Teachers' and
Professional Educators' Investment Plan will be performed v~4-~ Article 5 of
Chapter 135 of the General St-=-- "y the Department of State Ireasurer and
the Supplemental Retirement Board of Trustees for—the—North—Carolina
Supplemental RetirementPlans-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 fortheNosth

Carelina—Supplemental RetirementPlans—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 € ~pleme=*~' P=:tirement

Board of Trustees forthe Nerth-Carolina-SupplementaRetirementPlans-as to

appropriate investment options. FhePursuant 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, provi<~=~ ~¢ i=+estment options, and

~ne ~thow seryice provider for the North Carolina Pubhic School Teachers' and

Protessional 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

Senate Bill 886 S886-CSSH-80 [v.3]













Senate PCS 886
Page 2

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), ( , 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 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 10,000 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 128-32.1 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 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.

®
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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.

Sect‘~— < 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 T stees for
the Teachers' and State Employees' Retirement System to add the Director of the Office of St 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 consist t across
statutes and provides that the 403(b) uses the same procurement procedures as the 401(k) and 457
plans.

Sectior © amends G.S. 135-109 pertaining to the reporting of earnings requirements under the
Disability Income Plan.

C~~tia- O pontains a severability clause.

EFFECTIVE DATE: Except as otherwise specified, the act is effective when it becomes law.
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(b) For purposes of this Article the following definitions apply:

(N "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 empleyertheRetirement-  emsDivision-of-tf  lepartment
of State—Freasurer—emplover 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.

@) "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 relatmg to demotlons and to dlsc1plmary actions resultmg in the dlsmlssal of the

eﬁ—S%ateJireasu;er—employee Retlrement ﬁles maintained b‘ tha Do+ rement Syster“" h"':":”1 of
the Department of State Treasurer shall be made public pursuant to (3Q PV 121 and
G.S. 135-6.1.

SECTION 2. (e) G.S. 1 15C 321(b1) is repealed

SECTION 2.(f) G.S. 115D-29(c) is repealed.

SECTION 2.(g) G.S. 153A-98(c3) is repealed.

SECTION 2.(h) G.S. 160A-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 maiedstransmitted 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
deac ne."

SECTION 3.(b) G.S. 128-32.1 reads as rewritten:
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"§ 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 mea#edstransmi**~* *~ ““~ —ember, 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 whi.  case the application shall be processed accordingly, using the same effective
date as would have been used had the application for disability retirement be  approved. Tl
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 nount of funds deposited by the State Treasurer in an official d  ository shall be
adequately secured by deposit insurance, surety bonds, '~*~=~ »f cre*** *~ued b ~ F~*~=~! Home
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 prot  on 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. 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 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  nsmitted
electronically to Teachers' and State Employees’ Retirement System (TSERS) memb. 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:

Sect’~~ * 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 1(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 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 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.

Ser~n_2 clarifies the retirement information is subject to the Public Records Law. “~~*ion 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.

7 77" 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 ter  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.
S section (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
confidenti; 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. 7 e 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 10,000 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 rustees 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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Legislative Retirement Note
BILL NUMBER: Senate Bill 886 (Second Edition)

SHORT TITLE: Retirement Amendments.

SPONSOR(S): Senators Wells and Apodaca

JNDS 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 [: 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: Sep  tes 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.

€~~+i~= 2. Clarifies that certain documents can be transmitted by means other than physical mail.

Sec**~~ "+ Affects Department of State Treasurer operations unrelated to the Retirement S '
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 | 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 1 will increase the actuarially determined contribution for the FRSWPF by
$103,000 per year.
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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
20177, June 10, 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: David Vanderweide

APPROVED BY:
Mark Trogdon, Director BT
Fiscal Research Division Officiat 2 5 2 et
Fiscal Rescarch Division
DATE: June 27,2016 el W ¢ Publicution

Signed Copy Located in the NCGA Principal Clerk's Offices ‘
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