O©CoOoO~NO O WDN P

FILED SENATE
GENERAL ASSEMBLY OF NORTH CAROLINA May 19, 2016
SESSION 2015 SB 887
PRINCIPAL CLERK
S D
SENATE BILL DRS45498-MR-38 (03/01)

Short Title:  Admin Changes/Modernize Retirement System. (Public)
Sponsors: Senators Wells and Apodaca (Primary Sponsors).

Referred to:

A BILL TO BE ENTITLED

AN ACT TO MAKE ADMINISTRATIVE AND BENEFIT CHANGES TO THE RETIREMENT
SYSTEM AND TO MAKE OTHER CHANGES AFFECTING THE STATE TREASURER.
The General Assembly of North Carolina enacts:
SECTION 1.(a) G.S.58-86-2 is amended by adding a new subdivision to read:

"(9a)

"Killed in the line of duty" has the same meaning as in G.S. 143-166.2(c)."

SECTION 1.(b) G.S. 58-86-55 is amended by adding a new subsection to read:
"(d1) Benefits shall be paid in the following manner when a member is Killed in the line of

duty and the requirements of Article 12A of Chapter 143 of the General Statutes are met:

)

If the member had been receiving a monthly pension fund benefit prior to being
Killed in the line of duty, there shall be paid to the member's principal
beneficiary, if only one principal beneficiary is eligible, an amount of one
hundred seventy dollars ($170.00) per month beginning the month following
the member's month of death payable for 300 months or until the beneficiary's
death, whichever occurs first.

If the member had been receiving a monthly pension fund benefit prior to being
Killed in the line of duty and the beneficiary is not payable as described in
subdivision (1) of this subsection, a lump sum payment equal to the difference
between the amount paid into the member's separate account by or on behalf of
the member and the amount received by the member as a pensioner will be paid
to the eligible beneficiaries, or if there are no eligible beneficiaries, shall be
paid to the member's estate.

If the member had not yet begun receiving a monthly benefit prior to being
Killed in the line of duty, there shall be paid to the member's principal
beneficiary, if only one principal beneficiary is eligible, an amount of one
hundred seventy dollars ($170.00) per month beginning the month following
the month the member would have attained age 55, or if the member had
already attained age 55, beginning the month following the member's month of
death, payable for 300 months or until the beneficiary's death, whichever occurs
first.

If the member had not bequn receiving a monthly benefit prior to being killed
in the line of duty and the beneficiary is not payable as described in subdivision
(3) of this section, a lump sum payment equal to the member's contributions
will be paid to the eligible beneficiaries, or if there are no eligible beneficiaries,
a return of the contributions shall be paid to the member's estate.
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A beneficiary under this subsection shall not be required to make the monthly payment of ten
dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40 after the member has been killed

in the line of duty."

SECTION 1.(c) G.S. 58-86-60 reads as rewritten:
"8 58-86-60. Payments in lump sums.
The board shall direct payment in lump sums from the fund in the following cases:

1) To any firefighter or rescue squad worker upon the attaining of the age of 55
years, who, for any reason, is not qualified to receive the monthly retirement
pension and who was enrolled as a member of the fund, an amount equal to the
amount paid into the fund by him. This provision shall not be construed to
preclude any active firefighter or rescue squad worker from completing the
requisite number of years of active service after attaining the age of 55 years
necessary to entitle the firefighter or rescue squad worker to the pension.

2 If any firefighter or rescue squad worker diesdies, except if the individual is
killed in the line of duty, before attaining the age at which a pension is payable
to the firefighter or rescue squad worker under the provisions of this Atrticle,

there shaII be pard te—hrs—epher;servhmeg—speuee—er;ﬁ—mere—be—ne—seWHHng

no-heirs;to the person or persons desrqnated by the member or if the member

has not designated a beneficiary, to the surviving spouse of the deceased
member, or if not survived by a designated beneficiary or spouse, to the
deceased member's legal representative, an amount equal to the amount paid
into the member's separate account by or on behalf of the said firefighter or
rescue squad worker.

3) If any firefighter or rescue squad worker diesdies, except if the individual is
killed in the line of duty, after beginning to receive the pension payable to the

firefighter or rescue squad worker by this Article, and before receiving an
amount equal to the amount paid mto the fund by him or her, there shall be paid

person or persons designated by the member, or if the member has not
designated a beneficiary, to the surviving spouse of the deceased retired
member, or if not survived by a designated beneficiary or spouse, to the
deceased retired member's legal representative, an amount equal to the
difference between the amount paid into the member's separate account by or
on behalf of the said firefighter or rescue squad worker and the amount received
by him or her as a pensioner.

4 Any member who withdraws from the fund shall, upon proper application, be
paid all moneys without accumulated earnings on the payments after the time
they were made. A member may not purchase time under G.S. 58-86-45 for
which he or she has received a refund.”

SECTION 1.(d) This section becomes effective July 1, 2018, and applies to benefits

paid when a member is killed in the line of duty on or after that date.

SECTION 2.(a) G.S. 58-86-90 reads as rewritten:

"8 58-86-90. Exemptions of pensions from attachment; rights nonassignable.
Except for the applications of the provisions of G.S. 110-136, and in connection with a
court-ordered equitable distribution under G.S. 50-20, the pensions provided are not subject to
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attachment, garnishments or judgments against the firefighter or rescue squad worker entitled to
them, nor are any rights in the fund or the pensions or benefits assignable._Notwithstanding any
provisions to the contrary, any overpayment of benefits to a member in a State-administered
retirement system, the Disability Salary Continuation Plan, or the Disability Income Plan of North
Carolina, including any benefits paid to, or State Health Plan premiums paid on behalf of, any
member who is later determined to have been ineligible for those benefits, may be offset against
any retirement allowance, return of contributions, or any other right accruing under this Article to
the same person, the person's estate, or designated beneficiary."

SECTION 2.(b) G.S. 135-5(n) reads as rewritten:

"(n)  No action shall be commenced against the State or the Retirement System by any
retired member or beneficiary respecting any deficiency in the payment of benefits more than
three years after such deficient payment was made, and no action shall be commenced by the State
or the Retirement System against any retired member or former member or beneficiary respecting
any overpayment of benefits or contributions more than three years after such overpayment was
made._This subsection does not affect the right of the Retirement System to recoup overpaid
benefits as provided in G.S. 135-9."

SECTION 2.(c) G.S. 128-27(i) reads as rewritten:

"(i)  No action shall be commenced against the State or the Retirement System by any
retired member or beneficiary respecting any deficiency in the payment of benefits more than
three years after such deficient payment was made, and no action shall be commenced by the State
or the Retirement System against any retired member or former member or beneficiary respecting
any overpayment of benefits or contributions more than three years after such overpayment was
made._This subsection does not affect the right of the Retirement System to recoup overpaid
benefits as provided in G.S. 128-31."

SECTION 2.(d) This section becomes effective January 1, 2017.

SECTION 3.(a) G.S. 135-1(7b) is recodified as G.S. 135-1(7c).

SECTION 3.(b) G.S.135-1, as amended by Section 3(a) of this act, is amended by

adding a new subdivision to read:

"(7b) "Compliance investigation" shall mean an independent review or examination
by Retirement Systems Division staff or authorized representatives who are
assisting the Retirement Systems Division staff of records, activities, actions, or
decisions by employers or other affiliated or associated entities having an
impact on the Retirement System. The purpose of a compliance investigation is
to help detect errors and ensure compliance and full accountability in the use of
pension funds."

SECTION 3.(c) G.S. 135-1(11b) reads as written:

"(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 records, activities, actions, or
decisions by employers or other affiliated or associated entities having an
impact on the Retirement System. The purpose of a fraud investigation is to
help detect and prevent fraud and to ensure full accountability in the use of
pension funds."

SECTION 3.(d) G.S. 135-6 reads as rewritten:

"8 135-6. Administration.

(a) Compliance Investigations and Fraud Investigations — Access to Persons and Records.
In the course of conducting a compliance investigation or a fraud investigation, the Retirement
Systems Division, or authorized representatives who are assisting the Retirement Systems
Division staff, shall:
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Q) 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.

N Compliance or Fraud Investigative Reports and Work Papers. — The Director of the
Retirement Systems Division shall maintain for 10 years a complete file of all compliance
investigative reports, fraud investigative reports and reports of other examinations, investigations,
surveys, and reviews issued under the Director's authority. Fraud or compliance investigation
work papers and other evidence or related supportive material directly pertaining to the work of
the Retirement Systems Division of the Department of State Treasurer shall be retained according
to an agreement between the Director of Retirement and State Archives. To promote
intergovernmental cooperation and avoid unnecessary duplication of fraud and compliance
investigative effort, and notwithstanding local unit personnel policies to the contrary, pertinent
work papers and other supportive material relating to issued fraud or compliance investigation
reports may be, at the discretion of the Director of Retirement and unless otherwise prohibited by
law, made available for inspection by duly authorized representatives of the State and federal
government who desire access to and inspection of such records in connection with some matter
officially before them, including criminal investigations. Except as provided in this section, or
upon an order issued in Wake County Superior Court upon 10 days' notice and hearing finding
that access is necessary to a proper administration of justice, fraud and compliance investigation
work papers and related supportive material shall be kept confidential, including any information
developed as a part of the investigation.

Page 4 DRS45498-MR-38 [v.7] (03/16)



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2015

SECTION 3.(e) G.S. 128-21(7b) is recodified as G.S. 128-21(7c¢).
SECTION 3.(f) G.S. 128-21, as amended by Section 3(e) of this act, is amended by
adding a new subdivision to read:

"(7b)

"Compliance investigation" shall mean an independent review or examination

by Retirement Systems Division staff or authorized representatives who are
assisting the Retirement Systems Division staff of records, activities, actions, or
decisions by employers or other affiliated or associated entities having an
impact on the Retirement System. The purpose of a compliance investigation is
to help detect errors and ensure compliance and full accountability in the use of

pension funds."

SECTION 3.(g) G.S. 128-21(11c) reads as rewritten:
"(11c) "Fraud investigation” means an independent review or examination by

Retirement Systems Division staff or authorized representatives who are
assisting the Retirement Systems Division staff of records, activities, actions, or
decisions by employers or other affiliated or associated entities having an
impact on the Retirement System. The purpose of a fraud investigation is to
help detect and prevent fraud and to ensure full accountability in the use of
pension funds."

SECTION 3.(h) G.S. 128-28 reads as rewritten:
"8 128-28. Administration and responsibility for operation of System.

(9] Fraud Investigations and Compliance Investigations — Access to Persons and Records.
— In the course of conducting a fraud investigation or compliance investigation, the Retirement
Systems Division, or authorized representatives who are assisting the Retirement Systems
Division staff, shall:

1)

()

(3)

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.

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.
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
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for whom records are sought, the purpose of the request, the statutory authority for the request,
and a reasonable period of time for the production of record copies by the provider. A provider
may charge, and the Retirement Systems Division, or authorized representatives who are assisting
the Retirement Systems Division staff, shall, in accordance with G.S. 90-411, pay a reasonable fee
to the provider for copies of the records provided in accordance with this subsection.

(s) Fraud Investigative Reports and Work Papers or Compliance Investigative Reports and
Work Papers. — The Director of the Retirement Systems Division shall maintain for 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 compliance investigative effort, and notwithstanding local unit
personnel policies to the contrary, pertinent work papers and other supportive material relating to
issued fraud investigation reports or compliance investigative reports may be, at the discretion of
the Director of Retirement and unless otherwise prohibited by law, made available for inspection
by duly authorized representatives of the State and federal government who desire access to and
inspection of such records in connection with some matter officially before them, including
criminal investigations. Except as provided in this section, or upon an order issued in Wake
County Superior Court upon 10 days' notice and hearing finding that access is necessary to a
proper administration of justice, fraud or compliance investigation work papers and related
supportive material shall be kept confidential, including any information developed as a part of the
investigation.

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

"(j)) Contribution-Based Benefit Cap Purchase Provision. — If a member's retirement
allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that
the member's retirement allowance has been capped. The retirement system shall compute and
notify the member and the member's employer of the total additional amount the member would
need to contribute in order to make the member not subject to the contribution-based benefit cap.
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for
the age of the member at the time of retirement, or when appropriate, the age at the time of the
member's death that would have had to have been purchased to increase the member's benefit to
the pre-cap level. Except as otherwise provided in this subsection, the member shall have until 90
days after notification regarding this additional amount or until 90 days after the effective date of
retirement, whichever is later, to submit a lump sum payment to the annuity savings fund in order
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing
contained in this subsection shall prevent an employer from paying all or part of the cost of the
amount necessary to restore the member's retirement allowance to the pre-cap amount.
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system
may allow an employer of a member who became a member before January 1, 2015, or who has
not earned at least five years of membership service in the retirement system after January 1, 2015,
to pay the lump-sum amount required in this subsection on an installment payment plan under one
of the following two options:

(1)  Option one. — An installment payment plan beginning no less than 90 days after
the retirement of the member and ending no lessmore than ere-yearl5 months
after the retirement of the member.

2 Option two. — An installment payment plan beginning no less than 90 days after
the retirement of the member and ending no more than 27 months after the
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retirement of the member. Interest shall be assessed on the principal amount of
the contribution-based benefit cap liability owed and applied to any installment
payment plan term exceeding 12 months at a rate corresponding with the
interest rate assumption based on the most recent actuarial valuation approved
by the Board of Trustees.

Payment under 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 4.(b) G.S. 128-26(y) reads as rewritten:

"(y) Contribution-Based Benefit Cap Purchase Provision. — If a member's retirement
allowance is subject to an adjustment pursuant to the contribution-based benefit cap established in
G.S. 128-27(a3), the retirement system shall notify the member and the member's employer that
the member's retirement allowance has been capped. The retirement system shall compute and
notify the member and the member's employer of the total additional amount the member would
need to contribute in order to make the member not subject to the contribution-based benefit cap.
This total additional amount shall be the actuarial equivalent of a single life annuity adjusted for
the age of the member at the time of retirement, or when appropriate, the age at the time of the
member's death that would have had to have been purchased to increase the member's benefit to
the pre-cap level. Except as otherwise provided in this subsection, the_member shall have until 90
days after notification regarding this additional amount or until 90 days after the effective date of
retirement, whichever is later, to submit a lump sum payment to the annuity savings fund in order
for the retirement system to restore the retirement allowance to the uncapped amount. Nothing
contained in this subsection shall prevent an employer from paying all or part of the cost of the
amount necessary to restore the member's retirement allowance to the pre-cap amount.
Notwithstanding the requirement that the payment be made as a lump sum, the retirement system
may allow an employer of a member who became a member before January 1, 2015, or who has
not earned at least five years of membership service in the retirement system after January 1, 2015,
to pay the lump-sum amount required in this subsection on an installment payment plan under one
of the following two options:

(1)  Option one. — An installment payment plan beginning no less than 90 days after
the retirement of the member and ending no lessmore than ene-yearl5 months
after the retirement of the member.

(2)  Option two. — An installment payment plan beginning no less than 90 days after
the retirement of the member and ending no more than 27 months after the
retirement of the member. Interest shall be assessed on the principal amount of
the contribution-based benefit cap liability owed and applied to any installment
payment plan term exceeding 12 months at a rate corresponding with the
interest rate assumption based on the most recent actuarial valuation approved
by the Board of Trustees.

Payment under 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 5.(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, 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
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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.

4) Determine the amount of the retirement allowance that results from the
member's membership service.

The product of the multiplication in subdivision (3) of this subsection is the member's
contribution-based benefit cap. If the amount determined under subdivision (4) of this subsection
exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be
reduced by an amount equal to the difference between the contribution-based benefit cap and the
amount determined under subdivision (4) of this subsection.

Notwithstanding the foregoing, the retirement allowance of a member with an average final
compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall
not be subject to the contribution-based benefit cap. The minimum average final compensation
necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be
increased on January 1 each year by the percent change between the BeeemberJune Consumer
Price Index in the year prior to retirement and the BeeemberJune 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 5.(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
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:

Q) 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.
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3 Multiply the annuity amount determined under subdivision (2) of this
subsection by the contribution-based benefit cap factor.

4 Determine the amount of the retirement allowance that results from the
member's membership service.

The product of the multiplication in subdivision (3) of this subsection is the member's
contribution-based benefit cap. If the amount determined under subdivision (4) of this subsection
exceeds the member's contribution-based benefit cap, the member's retirement allowance shall be
reduced by an amount equal to the difference between the contribution-based benefit cap and the
amount determined under subdivision (4) of this subsection.

Notwithstanding the foregoing, the retirement allowance of a member with an average final
compensation of less than one hundred thousand dollars ($100,000), as hereinafter indexed, shall
not be subject to the contribution-based benefit cap. The minimum average final compensation
necessary for a retirement allowance to be subject to the contribution-based benefit cap shall be
increased on January 1 each year by the percent change between the BeeemberJune Consumer
Price Index in the year prior to retirement and the BeeemberJune 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. 128-30(g)(2)b.,
if applicable.”

SECTION 5.(c) This section is effective when it becomes law and applies
retroactively to January 1, 2015.
SECTION 6.(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 hethe member has not in the meantime returned to service. Upon payment
of such sum his or her membership in the System shall cease and, if he or she thereafter again
becomes a member, no credit shall be allowed for any service previously rendered except as
provided in G.S. 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
submission prier-te-completing-10-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 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 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.
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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 6.(b) G.S. 135-5(I) 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 prierto-completing-10-years-of service-in a form approved by the Board
of Trustees or by written designation duly acknowledged and filed with the Board of Trustees, if
such person is living at the time of the member's death, otherwise to the member's legal
representatives, a death benefit. Such death benefit shall be equal to the greater of:

1) The compensation on which contributions were made by the member during the

calendar year preceding the year in which 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 kisthe member's death if histhe member's death
occurs within 180 days from the last day of histhe member's actual service."

SECTION 6.(c) G.S. 135-63 reads as rewritten:

"8 135-63. Benefits on death before retirement.

@ 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 prierto-completing-10-years-of service-in a form approved by the Board
of Trustees or by written designation duly acknowledged and filed with the Board of Trustees, if
such person is living at the time of the member's death, otherwise to the member's legal
representatives, a death benefit equal to the sum of (i) the member's accumulated contributions,
plus (ii) the member's final compensation; provided, however, that if the member has attained his
or her fiftieth birthday with at least five years of membership service at histhe member's date of
death, and if the designated recipient of the death benefits is the member's spouse who survives
him;him or her, and if the spouse so elects, then the lump-sum death benefit provided for herein
shall consist only of a payment equal to the member's final compensation and there shall be paid to
the surviving spouse an annual retirement allowance, payable monthly, which shall commence on
the first day of the calendar month coinciding with or next following the death of the member and
shall be continued on the first day of each month thereafter until the remarriage or death of the
spouse. The amount of any such retirement allowance shall be equal to one half of the amount of
the retirement allowance to which the member would have been entitled had hethe member retired
under the provisions of G.S. 135-57(a) on the first day of the calendar month coinciding with or
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next following kisthe member's date of death, reduced by two percent (2%) thereof for each full
year, if any, by which the age of the member at his or her date of death exceeds that of histhe
member's spouse. If the retirement allowance to the spouse shall terminate on the remarriage or
death of the spouse before the total of the retirement allowance payments made equals the amount
of the member's accumulated contributions at date of death, the excess of such accumulated
contributions over the total of the retirement allowances paid to the spouse shall be paid in a lump
sum to such person as the member shall have nominated by electronic submission in a form
approved by the Board of Trustees or by written designation duly acknowledged and filed with the
Board of Trustees, if such person is living at the time such payment falls due, otherwise to the
former member's legal representatives.

(© Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a member
not in service, there shall be paid in a lump sum to such person as the member shall have
nominated by electronic submission priorto-completing-10-years-ofservice-in a form approved by
the Board of Trustees or by written designation duly acknowledged and filed with the Board of
Trustees, if such person is living at the time of the member's death, otherwise to the member's
legal representatives, a death benefit equal to the member's accumulated contributions.

SECTION 6.(d) G.S. 128-27(f) reads as rewritten:

"(f)  Return of Accumulated Contributions. — Should a member cease to be an employee
except by death or retirement under the provisions of this Chapter, hethe member shall upon
submission of an application be paid, not earlier than 60 days from the date of termination of
service, 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 or she thereafter again becomes a member, no
credit shall be allowed for any service previously rendered except as provided in G.S. 128-26; and
such payment shall be in full and complete discharge of any rights in or to any benefits otherwise
payable hereunder. Upon receipt of proof satisfactory to the Board of Trustees of the death, prior
to retirement, of a member or former member there shall be paid to such person or persons as
hethe member or former member shall have nominated by electronic submission prier—te
completing—10—years—of-service—in a form approved by the Board of Trustees or by written
designation duly acknowledged and filed with the Board of Trustees, if such person or persons are
living at the time of the member's death, otherwise to the member's legal representatives, the
amount of 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
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 6.(e) G.S. 128-27(l) 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,
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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—to—completing—10—years—of-service—in a form
approved by the Board of Trustees or by written designation duly acknowledged and filed with the
Board of Trustees, if such person is living at the time of the member's death, otherwise to the
member's legal representatives, a death benefit. Such death benefit shall be equal to the greater of:
1) The compensation on which contributions were made by the member during the
calendar year preceding the year in which 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
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 kis-the member's death occurs within 180
days from the last day of his-the member's actual service.

SECTION 6.(f) G.S. 120-4.25 reads as rewritten:
"8 120-4.25. 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 or her
membership in the System ceases. If hethe individual becomes a member afterwards, no credit
shall be allowed for any service previously rendered except as provided in G.S. 120-4.14 and the
payment shall be in full and complete discharge of any rights in or to any benefits otherwise
payable under this Article. Upon receipt of proof satisfactory to the Board of Trustees of the death,
prior to retirement, of a member or former member, there shall be paid to the person or persons
hethe member or former member nominated by electronic submission prierte-completing-10-years
ofservice—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 histhe
member's accumulated contributions at the time of kisthe member's death, unless the beneficiary
elects to receive the alternate benefit under the provisions of G.S. 120-4.28."

SECTION 6.(g) This section becomes effective January 1, 2017.
SECTION 7.(a) G.S. 135-6(b) reads as rewritten:
"(b)  Membership of Board; Terms. — The Board shall consist of the following 13 members;
as-folews:members:
1) The State Treasurer, ex officie;officio.
2 The Superintendent of Public Instruction, ex efficio;officio.
(3)  The Director of the Office of State Human Resources, ex officio.
3)(4) NineEight 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 %ef—theuappemtweumembeps—shau—bea

yeaps-eemmenemg—\]my—l—t%g—and—qaaéremmly—thepeaﬁep one of the

appointive members shall be a retired teacher who is drawing a retirement
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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.

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

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

ex OffICIO ehalrmanohalr of the Board of iFrusteetheBeardof—'Frustees—shaH—bwnajemyA#ete

General%ta&ﬁes—ef—Nerth—Garel%Trustees and shall appornt a d|rector 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 7.(c) G.S. 128-28(h) reads as rewritten:

"(h) Offlcers and Other Employees Salarles and Expenses - The Board of Trustees shall

chair of the Board of Trustees and shaII appoint a director. The Board of Trustees shall engage
such actuarial and other service as shall be required to transact the business of the Retirement
System. The compensation of all persons engaged by the Board of Trustees, and all other expenses
of the Board necessary for the operation of the Retirement System, shall be paid at such rates and
in such amounts as the Board of Trustees shall approve.”

SECTION 8.(a) G.S. 135-6 is amended by adding a new subsection to read:

"(u) In order to promote achievement of long-term administrative objectives and to retain
key public employees with benefits administration expertise, the State Treasurer is authorized to
establish market-oriented compensation plans for employees in positions designated as key
management roles who possess specialized skills or knowledge necessary for the effective
administration of retirement benefits and who shall be exempt from the classification and
compensation rules established by the Office of State Human Resources. The design and
administration of those compensation plans shall be based on compensation studies conducted by
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a nationally recognized firm specializing in employee benefits. The costs of the compensation and
other associated employee benefits shall be apportioned from administrative receipts of the
Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint
Legislative Oversight Committee on General Government annually, on or before December 1 of
each year."

SECTION 8.(b) G.S. 128-28 is amended by adding a new subsection to read:

"(v) In order to promote achievement of long-term administrative objectives and to retain
key public employees with benefits administration expertise, the State Treasurer is authorized to
establish market-oriented compensation plans for employees in positions designated as key
management roles who possess specialized skills or knowledge necessary for the effective
administration of retirement benefits and who shall be exempt from the classification and
compensation rules established by the Office of State Human Resources. The design and
administration of those compensation plans shall be based on compensation studies conducted by
a nationally recognized firm specializing in employee benefits. The costs of the compensation and
other associated employee benefits shall be apportioned from administrative receipts of the
Retirement System. The Treasurer shall report the salaries paid under this provision to the Joint
Legislative Oversight Committee on General Government annually, on or before December 1 of
each year."

SECTION 8.(c) G.S. 126-5 is amended by adding a new subsection to read:

"(c14) Except as to G.S. 126-13, 126-14, 126-14.1, and the provisions of Articles 6, 7, 14, 15,
and 16 of this Chapter, the provisions of this Chapter shall not apply to employees of the
Department of State Treasurer possessing specialized skills or knowledge necessary for the proper
administration of retirement benefits and compensated pursuant to G.S. 135-6(u) and
G.S. 128-28(v)."

SECTION 8.(d) This section becomes effective January 1, 2017.

SECTION 9.(a) G.S. 135-7 is amended by adding a new subsection to read:

"(g) Legislative Enactment Implementation Arrangement. — The Legislative Enactment
Implementation Arrangement (LEIA) is established effective October 1, 2016, and placed under
the management of the Board of Trustees. The purpose of the LEIA is to provide for timely
administrative implementation of legislative provisions regarding the retirement of, or payment of
retirement benefits to, public officers or public employees. The LEIA shall have the following
parameters:

(1)  Administration. — The LEIA shall be administered by the Board of Trustees,
which shall compile and maintain all records necessary or appropriate for
administration. The Board of Trustees shall have full discretionary authority to
interpret, construe, and implement the LEIA and to adopt such rules and
requlations as may be necessary or desirable to implement the provisions of the
LEIA.

(2)  Funding of the LEIA. — In the event that the General Assembly creates or
modifies any provision for the retirement of, or payment of retirement benefits
to, public officers or public employees that has a cost savings as measured by
actuarial note required by Article 15 of Chapter 120 of the General Statutes, the
Board of Trustees may direct up to one hundredth percent (0.01%) of the
required contributions to fund the LEIA. These funds must be deposited in a
separate fund from the fund into which regular employer contributions are
deposited for the Retirement System. The Board of Trustees shall not direct any
employer contributions into the LEIA after November 1, 2021.

(3)  Allocation of LEIA funds. — The Board of Trustees may allocate LEIA funds to
the implementation of legislative provisions regarding the retirement of, or
payment for retirement benefits to, public officers or public employees, subject
to the following restrictions:
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a. The Board of Trustees must identify individual implementation projects
that will be paid for with LEIA funds. These implementation projects
must _be necessitated by a specific statute or session law that was
enacted within five years of the allocation of the funds. The Board of
Trustees must also identify the number of years for which each
individual implementation project with be paid for with LEIA funds.
For implementation projects that will be paid for with LEIA funds for a
period of one year or less, the Board of Trustees must determine that the
cost savings from implementing the project is projected to be no less
than half of the amount of LEIA funds utilized to pay for
implementation.
For implementation projects that will be paid for with LEIA funds for a
period of greater than one year, but not more than four years, the Board
of Trustees must determine that the long-term cost savings from
implementing the project is projected to be at least three times greater
than the cost of implementation.
d. No implementation project shall be paid for with LEIA funds for a
period of more than four years.
Treatment of unuse