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PUBLIC EMPLOYEES RETIREMENT BOARD — BOARD POLICIES

POLICY 1-BOARD DUTIES AND GOVERNANCE

1.

Duties - The Public Employees Retirement Board is created by and shall comply with
Neb. Rev. Stat. 8§ 84-1501 to 84-1513, et seq. The Board’s duties include, but are not
limited to the following:

(@ To administer the County Employees, Judges, Nebraska State Patrol, School
Employees, and State Employees Retirement Acts and the voluntary Deferred
Compensation Plan authorized in 8 84-1504.

(b) To appoint a Director to whom responsibility for the daily operations of the systems is
delegated, within limitations established by the Board, and governed by statute.

(c) To provide oversight of the Director and the operation of the Retirement Systems
agency.

(d) To approve and adopt Rules and Regulations for the governance of the Retirement
Systems agency, as governed by statute.

(e) To establish policies for Board governance and duties.

(F) To determine actuarial and other financial assumptions used to predict future assets
and liabilities of the various Retirement Systems as provided by statute, and which will
inform and assist the Nebraska Investment Council in managing the assets of the
Retirement Systems.

(9) To approve the agency budget and allocation of expenses.

(h) To hire an attorney to advise the Board in legal matters as they relate to the
administration of the retirement systems.

(i) To hire an internal auditor to perform internal auditing functions and to advise the
Board in those matters as they relate to the administration of the retirement systems.

(J) To prepare an annual written plan of action regarding agency achievements and
priorities to be presented to the Nebraska Retirement Systems Committee of the
Legislature at a public hearing by March 31st of each year.

(K) To obtain, by competitive bid, actuarial services on behalf of the State of Nebraska as
necessary for administration of the retirement systems.

(I) To obtain, by competitive bid, auditing services for a separate compliance audit by
December 31, 2012, and at least every ten years thereafter.

(m) To administer all Retirement Systems in a manner, which will maintain each plan’s
status as a qualified plan pursuant to the Internal Revenue Code.
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PUBLIC EMPLOYEES RETIREMENT BOARD — BOARD POLICIES

(n) To review and approve all member disability claims.

(o) To review and approve all hardship withdrawals from the Deferred Compensation
Plan.

(p) To consider all member appeals according to the Administrative Procedure Act and
the Retirement System Rule and Regulation Chapter 12.

2. Governance

(a) Conduct of Meetings — meetings of the Public Employees Retirement Board shall be
held in accordance with open meetings provisions set forth in Neb. Rev. Stat. § 84-1408
to 8 84-1414, Board statutes set forth in Neb. Rev. Stat. § 84-1501 to § 84-1513, and
Retirement Systems Rule and Regulation, 303 NAC Chapter 1 — Board Management.

(i) Regular Meetings — regular meetings of the Board shall be held once each
month. Meetings will be held at a location determined by the Board. Meeting
dates can be changed by consensus of the Board. A tentative schedule of
meetings will be adopted in December of each year for the following year.

(if) Special Meetings — special meetings of the board may be held whenever
called by the Chairperson or by not less than three Board members. The
Secretary shall give notice to each Board member of such special meeting by
mail, by facsimile transmission or by other electronic means at least three days
before the meeting, with reasonable advance public notice given outlining the
reason for the meeting and availability of the agenda.

(iii) Emergency Meetings — when it is necessary to hold an emergency meeting of
the Board without reasonable advance public notice, care shall be taken to comply
fully with open meetings statutes.

(b) Agenda — The agenda for each meeting shall be prepared by the Director. Items shall
be placed on the agenda at the discretion of the Director or the Chairperson, subject to the
following:

(i) Except for items of an emergency nature, the agenda shall not be altered later
than 24 hours before the scheduled commencement of the meeting. Items of an
emergency nature shall be added to the agenda only at a public meeting and only
after a finding by the Board that the matter is one which requires immediate
action by the Board which cannot be delayed until the next public meeting.

(if) I1tems may be placed on the agenda at the request of individual members
subject to approval by the Chairperson or Director.

(iii) The agenda shall be kept continually current and shall be readily available for
public inspection at the office of the Retirement Systems during normal business
hours.
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(c) Officers — each year, in January, the Board shall elect a Chairperson, a Vice Chair and
a Secretary. The terms of such officers shall be from the date elected until a successor is
elected.

(i) Eligibility — a board member must have served at least one full year as a
member of the Board to be eligible for election to the position of Chair or Vice-
Chair. The ex-officio, non-voting member of the Board shall not be eligible to
serve as an officer.

(ii) Procedure — nominations may be made by any voting member of the Board. If
requested, a secret ballot may be taken for the vote. The winner must receive a
majority of the votes of those present to win.

(iii) Duties of Chairperson — the duty of the Chair is to see that the Board operates
consistent with its own rules and those legitimately imposed on it from outside the
Retirement Systems by State or Federal Law. The Chair will ensure the
following:

A. Meeting discussion content will be related to the published agenda;

B. Deliberation will be timely, fair, orderly and thorough; but also
efficient, limited in time and kept to the point.

(iv) Authority of Chair — the authority of the Chair consists only of making
decisions on behalf of the Board that fall within and are consistent with Board
policies. This includes:

A. The Chair is empowered to chair Board meetings with all the
commonly accepted power of that position (e.g., ruling, recognizing, etc.)

B. The Chair has no authority to make decisions beyond policies created
by the Board and specifically within the Director’s Duties & Limitations
of Authority (Policy #3).

C. The Chair may represent the Board to outside parties either in simply
announcing Board-stated positions or in stating Chair decisions and
interpretations within the area delegated to him or her.

D. The Chair may also: convene meetings of the Board, per statute; certify
actions of the Board; name Retirement Board members to committees; and
perform other duties requested from time to time that are deemed
necessary and appropriate for the Board to fulfill its duties and
responsibilities by statute.

(v) Duties of the Vice Chair — the Vice Chair is to act as temporary chair in the
absence of the regular chair and may perform those duties imposed on the Chair.
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(d) Committees — The Board establishes committees in order to help carry out its
responsibilities. When subcommittees are used, the Chair shall appoint Board members
to committees. The committees, per Rule and Regulation, 303 NAC Chapter 1, shall be
composed of not more than three members. No subcommittee meeting shall have so
many Board members present that it would constitute a meeting of a public body for
purposes of Chapter 84, Article 14 of the Nebraska Revised Statutes. The Chair may also
appoint the chairperson of each subcommittee. Subcommittees may not take formal
action on behalf of the Board, nor represent the Board without prior approval of the full
Board. All subcommittee findings and recommendations require formal action of the
Board to be binding upon the Board. Subcommittees may include, but are not limited to
the following:

() Regulation and Policy Review Committee — shall review current Board
policies, proposed rules and regulations and recommend revisions, additions and
deletions to the Board and assist with establishing a long-range plan in the areas
of benefits, funding, technology, member services, education and communication.
This includes overview of the agency’s annual report to the Legislature.

(i) Legislative Committee — shall review all pending legislation, be available to
attend public hearings and advise the Board of trends that may affect the Systems.

(iii) Budget and Personnel Committee — shall review the budget and monthly
expenses, assist with the review of service contracts at the time of renewal or
rebidding, and make recommendations to the full Board. The committee shall
also establish a schedule for the performance evaluation of the Director; collect
and summarize individual evaluations to be reported to the full Board and
recommend appropriate action. The committee shall also review the performance
evaluation report conducted by the Director on the agency Legal Counsel and
Internal Auditor and submit a recommendation to the full Board.

(iv) Education and Retreat Committee — is responsible for the promotion of Board
education; recommends topics and appropriate speakers for educational portion of
Board meetings and outlines objectives for annual retreat.

(v) Audit Committee — shall review annual plan audits by the Auditor of Public
Accounts, periodically review internal audit plans and procedures; and make
recommendations to the Board as needed.

(vi) Any other ad hoc committee as necessary.

Revision Date: June 2011
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POLICY 2 - BOARD CODE OF CONDUCT

1.

The Public Employees Retirement Board expects of itself and its members ethical and
businesslike conduct.

Board members, as fiduciaries defined in Neb. Rev. Stat. § 84-1503.02, shall discharge
their duties solely in the interest of the members and beneficiaries of the retirement
systems for the exclusive purposes of providing benefits to members and members’
beneficiaries and defraying reasonable expenses incurred within the limitations and
according to the powers, duties, and purposes prescribed by law.

Board members are responsible for preparing themselves for Board work. They shall act
with the care, skill, prudence, and diligence under the circumstances then prevailing that
a prudent person acting in like capacity and familiar with such matters would use in the
conduct of an enterprise of a like character and with like aims. Neb. Rev. Stat.
§ 84-1503.02 (2).

Board members must avoid any conflict, or perceived conflict of interest with respect to
their fiduciary responsibility.

(a) There must be no self-dealing or any conduct of private business or personal services
between any Board member and the Retirement Systems.

(b) Board members must not use their positions to obtain employment within the
Retirement System for themselves, family members, or close associates.

(c) Should a Board member be considered for employment, he or she must not have been
a member of the Board for at least ninety (90) days prior to the date of such employment.

(d) Board members must file a “Potential Conflict of Interest Statement” with the
Nebraska Accountability and Disclosure Commission whenever a potential conflict
arises. A potential conflict of interest exists when a board member, in the discharge of his
or her official duties, would be required to take an action or make any decision that may
cause financial benefit or detriment to him or her, a member of his or her immediate
family, or a business with which he or she is associated which is distinguishable from the
effects of such action on the public generally, or a broad segment of the public. Neb.
Rev. Stat. § 49-1499.02.

“Statements of Financial Interests,” as provided under the Nebraska Accountability and
Disclosure Act, Neb. Rev. Stat. 88§ 49-1401 to 49-14,140, et seq., shall be filed by each
Board Member on or before April 1st of each year for the prior calendar year. A filing is
to also be made within 30 days after leaving the Board. One copy of the filing is to be
sent to the Nebraska Accountability and Disclosure Commission and another copy with
the election commissioner in the Board member’s county of residence.
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6. Board members may not exercise individual authority over the Retirement System except
as explicitly set forth in Board policies.

7. The Chairperson of the Board shall be the ex-officio spokesperson, both on routine
matters and in the absence of a realistic ability to convene the Board for approval of a
statement of policy. The Board may designate a member or members of the Board to
communicate a Board-approved policy or statement.

8. The Board will not advocate for benefit improvements for any of the retirement systems
that it administers, but may make comments and provide guidance on any changes
proposed by the Legislature or by other groups with an interest in the Retirement System.
In any proposed changes to retirement benefits, it is the goal of the Board to implement
changes in such a way as to be the most beneficial to the members and the most effective
use of the money needed to fund the increased benefits. Neb. Rev. Stat. §84-1503.02(2).

Revision Date: September 2006
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POLICY 3 -DIRECTOR’S DUTIES AND LIMITATION OF AUTHORITY

The Board shall appoint a director to administer the retirement systems under the direction of the
Board. The Board shall be responsible for oversight of the director and the operation of the
Retirement Systems agency. The appointment shall be subject to the approval of the Governor
and a majority of the Legislature. The director shall be qualified by training and have at least
five years of experience in the administration of a qualified public or private employee
retirement plan. The Director shall not be a member of the Board. The salary of the Director
shall be set by the Board. The Director shall serve without term and may be removed by the
Board. Neb. Rev. Stat. § 84-1503(1)(b).

1.

Director Duties and Responsibilities

(@) The director is the chief administrative officer of the Retirement Systems and is
responsible for the overall planning, organization, development, supervision, directing
and coordination of the on-going operations of the systems.

(b) Responsibilities, in addition to the internal operation, include liaison with member
groups, the Legislature, the Board, agency attorney, internal auditor, and the consulting
actuary for the Board. The director serves as an ex-officio member of the Nebraska
Investment Council. Work is performed with considerable latitude under the general
direction of the Board. Examples of duties and responsibilities are:

(i) Coordination, training and supervision of staff for six pension plans, involving
complex details and procedures.

(i1) Interpretation and execution of statutes and Board policies.

(iii) Development and implementation of sound fiscal and accounting procedures
and records.

(iv) Consult with and make recommendations to the Governor and the Legislature
on major pension benefit issues, as directed by the Board.

Required Knowledge, Skills and Abilities

The director must have: strong management and communication skills; knowledge of
state and federal pension laws as applied to public plans; knowledge of general financial
and management characteristics of financial institutions and strategic planning skills to
set short and long-term goals for the agency and the various pension systems.

Specific Duties

(a) Supervises and coordinates several statewide benefit programs involving complex
procedural details, a high volume of transactions, and diverse statutory basis.
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(b) Analyzes proposed legislation, makes and drafts recommendations on proposed
legislation, appears before Legislative Committees during regular sessions and interim
study periods. Prepares fiscal notes on proposed legislation.

(c) Recommends all necessary rules and regulations relating to the administration,
interpretation, and construction of the Retirement Laws.

(d) Insures compliance with Federal and State laws in the management and operation of
the systems.

(e) Coordinates with the consulting actuary regarding all actuarial duties required by law.

(f) Establishes the agenda and matters for consideration by the Board, and oversees the
preparation and maintenance of the minutes of the meetings of the Board.

(g) Performs public contact work in gathering information, resolving problems,
engendering support, and providing information required by the Board and Legislature.

(h) Prepares recommendations and justification for changes in procedures, budget
requests, personnel, and office activities.

(i) Directs the preparation and conduct of research required in support of the Board’s
mandates and Legislative matters.

() Collects, interprets, analyzes, and summarizes information to be utilized as the basis
for recommendations to the Board and Legislature.

(k) Directs, manages, and supervises an efficient internal operation of the Retirement
System staff to achieve the primary objectives of the fund in accordance with procedures
established by the Retirement Board.

(I) Hires the Retirement staff in accordance with the budget prescribed by the Board and
Legislature.

(m) Authorizes expenditures and pays salaries and claims against the Retirement System
in accordance with the budget proposed by the Retirement Board and approved by the
Legislature.

(n) Constantly apprises the Retirement Board of any development that would in any way
affect the Retirement Board and its operation.

(0) Makes the initial decision on behalf of the Board on any matter in which an appeal to
the Board is authorized by statute, unless otherwise limited by this policy, or rule or
regulation. Thereafter, upon appeal by the member, to appoint a Hearing Officer and to
refer such Officer’s findings to the Board for action.
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(p) Recommends action on disability claims and hardship withdrawals from the State
Deferred Compensation Plan for Board consideration.
4. Limitations of Authority
The Board shall:
(a) Approve all disability claims.
(b) Approve all hardship withdrawals from the State Deferred Compensation Plan.
(c) Approve Rules and Regulations for adoption.
(d) Determine the funding policy for the plans as provided by statute.
(e) Approve agency budget.

(F) At its discretion, authorize the Director to execute such contracts as have been
approved by the Board.

(g) At its discretion, authorize the Director to amend existing contractual service
contracts with providers when additional services are required of that provider to
implement board or legislative initiatives. The cost of the additional services requested of
the provider by the Director cannot exceed those dollar limits set forth by the Department
of Administrative Services requiring a competitive bidding process.

5. Reimbursement for Director Expenses

(@) In accordance with proper accounting procedures, the Public Employees Retirement
Board (‘Board’) recognizes the need for expenses to be regularly monitored and approved
by a second individual, once such expenses are incurred by the Director of the Nebraska
Public Employees Retirement Systems (‘Agency’). In order to facilitate these expense
reimbursement transactions, the Board adopts the following monitoring and approval
policy for reimbursement of Director’s expenses:

(b) Expenses incurred by the Director in the course of his or her official duties that are
$100 or greater in value will require signature approval by the Chair of the Board.

(c) Expenses incurred by the Director in the course of his or her official duties that are
less than $100 in value do not require approval by the Chair of the Board. There are

checks and balances within the Agency’s internal accounting process to provide for
monitoring of Director’s expenses.

Revision Date: February 2011
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POLICY 4 - LEGAL COUNSEL AND INTERNAL AUDITOR

1.

Legal Counsel - The Public Employees Retirement Board shall hire an attorney,
admitted to the Nebraska State Bar Association, to advise the Board in the administration
of the retirement systems under its statutory authority, Neb. Rev. Stat. § 84-1503(1)(e).

(a) The attorney or legal counsel to the Board shall provide legal services for the agency
and the Board under the supervision of the Director. The job duties shall include the
following:

(1) Draft and revise the agency Rules and Regulations, keeping them current with
state statutes and federal laws;

(if) Review and make recommendations to the Director and NPERS staff on
retirement issues, including qualified domestic relations orders, member benefits,
powers of attorney, beneficiaries, and employer reporting;

(iii) Research and interpret state statutes and federal regulations;

(iv) Work with outside legal counsel on the application of IRS Code to the
retirement plans;

(V) Represent the retirement systems in administrative hearings and in matters
involving the Attorney General’s office;

(vi) Review and draft agency policies, procedural statements and legal documents
for the agency;

(vii) Respond to legal questions from the State Auditor and other state agencies;
(viii) Work with the Legislature and member groups on draft legislation;

(ix) Advise the Board and the Director on legal matters as they relate to the
administration of the retirement systems, litigation, potential conflicts and any
other legal issue of interest.

(b) The legal counsel to the Board shall act in the best interest of the Board and at least
once per year report to the Board any matters that in his/her professional judgment impact
the Board’s role and duties. The Legal Counsel shall have direct access to the Board or a
committee of the Board.

(c) At least annually, a performance evaluation of the legal counsel shall be conducted
and reported to the Board by the Director. The legal counsel shall at that time also
provide a report to the Board of his/her activities for the previous year.
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2.

Internal Auditor - The Public Employees Retirement Board shall hire an internal auditor
meeting the minimum standards as described in Neb. Rev. Stat. § 84-304.03 to perform
the duties described in Neb. Rev. Stat. § 84-1503.04. Neb. Rev. Stat. 8 84-1503(1)(f).
The internal auditor shall work for the agency under the supervision of the Director.

(@) The role of “internal auditor” is to assure that applicable laws, regulations, policies
and procedures are being followed. The duties and responsibilities of the internal auditor
are to be consistent with the suggested standards for the professional practice of internal
auditing as adopted by the Institute of Internal Auditors, and include the following:

(i) Prepare a formal written three-year audit plan and work schedule each year and
present them to the Board;

(if) Conduct ongoing reviews of the internal procedures of the retirement systems
and recommend improvements to the Board;

(iii) Ensure that Nebraska Public Employees Retirement Systems’ internal
accounting and operational controls are appropriate and operating correctly and
report inconsistencies to the Board,;

(iv) Examine and evaluate system records and operating procedures; verify
compliance with established plans, policies, procedures, and control systems, and
assure compliance with regulatory and statutory conditions and adherence to
generally accepted accounting and auditing principles and report inconsistencies
to the Board,

(v) Perform internal auditing functions, including review of contributions received
and creditable service granted; review benefit payments for completeness of
information, appropriateness, accuracy, and timeliness; verify accuracy of data
and financial information reported to the system’s actuary for all applicable plans;
and verify accuracy of data and financial information reported to the system’s
record keeper for all applicable plans; and

(vi) Develop standards to be used by independent auditors in their review of the
practices and procedures used by various employers to provide for employee
participation in the respective state plans included in subdivision (1)(a) of Neb.
Rev. Stat. § 84-1503.

(b) The internal auditor shall act in the best interest of the Board and at least annually
shall report to the Board any matters that in his/her professional judgment impact on the
Board’s role and duties. The internal auditor shall have direct and immediate access to
the Board or a committee of the Board.
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(c) The internal auditor shall provide a quarterly report to the Board of his/her activities.
At least annually, a performance evaluation of the internal auditor shall be conducted and
reported to the Board by the Director.

Revision Date: December 2012
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POLICY 5 - REVIEWING APPLICATIONS FOR DISABILITY RETIREMENTS

1. The Public Employees Retirement Board will approve applications for disability
retirements in a manner consistent with controlling statutory authority and will avoid, as
much as practicable, a case by case disposition of such matters.

(a) With respect to disability applications in the State, County and School retirement
plans, the Board’s inquiry shall focus on whether the applicant has incurred a disability
that involves an inability to engage in a substantially gainful activity by reason of any
medically determinable physical or mental impairment which can be expected to result in
death or be of a long and indefinite duration.

(b) With respect to the Judges Plan, the Board shall receive and act upon the findings of
the Commission on Judicial Qualifications when considering the disability of a judge. For
clerk magistrates who are in the judges plan, the Board shall determine if he or she has
become physically or mentally disabled in a manner which seriously interferes the
performance of his or her duties and that is determined to be permanent or reasonably
likely to become permanent.

(c) With respect to the State Patrol, the Board shall determine whether a member has
incurred a disability that constitutes a complete inability of the officer, by reasons of
accident or sickness, to perform the duties of an officer of the State Patrol.

2. With respect to disability applications for members of the State, County, School
retirement plans and for clerk magistrates who are members of the Judges plan; the
Director shall direct that a medical examination be made at the expense of the retirement
system, which examination shall be conducted by a disinterested physician legally
authorized to practice medicine under the laws of the state in which he or she practices,
such physician to be selected by the retirement board, and the physician shall have
certified to the board that the member is physically or mentally incapable of further
performing his or her duties as a state, county or school employee and should be retired.
When the director is satisfied that a sufficient examination had been made, the Director
shall present the results of the examination and a recommendation to the Board, and the
Board shall grant or deny the disability retirement application based on the examination
and report of the physician, assisted by the recommendation of the Director.

3. With respect to any Judge, the Board shall receive the report of the Commission on
Judicial Qualifications that determines that a judge is permanently disabled; the Board
shall then place the judge on retirement and grant a retirement annuity as provided in
Neb. Rev. Stat. § 24-710.

4. With respect to a member of the State Patrol, the Board shall not make any disability
benefit payments unless adequate proof is furnished of the existence of the disability, and
the Director, on behalf of the board, may demand a physical examination of the member
by a disinterested physician legally authorized to practice medicine under the laws of the
state in which he or she practices, chosen by the system and at the expense of the system.
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5. The Director, with the approval of the Board, may engage one or more Medical Advisors
to assist the Director and the Board in analyzing the reports sent by physicians who have
examined disability retirement applicants. The medical advisor shall be a physician
legally authorized to practice medicine in Nebraska and hired by the Director, with the
advice and consent of the Board. The duties of the Medical Advisor shall include, but
shall not be limited to, the following:

(a) Review all physicians’ reports prior to the time at which the Director and/or Board
reviews the reports.

(b) Do any follow-up gathering of information the Medical Advisor deems necessary to
fully understand the physicians’ reports he or she has the duty to review.

(c) Appear before the Board and assist the Director as he or she presents the reports of
disinterested physicians to the Board and the Director’s recommendation for action
during any Executive sessions convened for that purpose.

(d) Answer questions about the reports that may be asked by the Director or members of
the Board, provide expert assistance and knowledge of a trained physician to the Director
and the Board in analyzing the medical questions involved in determining whether a
disability retirement is appropriate, and provide his or her opinion on the medical
condition of applicants, based on the reports he or she has reviewed.

(e) Any other such duties as the Director or the Board may deem necessary and
appropriate to determine whether disability retirements should be granted to those who
have made application under the applicable statutes.

6. (a) With respect to disability applications in which the disinterested physician states that
the member is a person meeting the description of an incapacitated person as found in
Neb. Rev. Stat. § 30-2601, the Board shall make reasonable inquiries as to whether it is
satisfied by clear and convincing evidence that (i) the applicant is unable to manage his
or her property and property affairs effectively for reasons such as mental illness, mental
deficiency, physical illness or disability, chronic use of drugs, chronic intoxication,
confinement, or lack of discretion in managing benefits received from public funds,
detention by a foreign power, or disappearance; and (ii) the person has property in the
retirement system which will be wasted or dissipated unless proper management is
provided, or that retirement funds are needed for the support, care, and welfare of the
applicant or those entitled to be supported by him or her and that protection is necessary
or desirable to obtain or provide funds.

(b) If the Board finds that such conditions are met, the Board may direct that a guardian,
guardian for a limited purpose or conservator should be appointed under the provisions of
the Nebraska Probate Code, Neb. Rev. Stat. Chapter 30 Article 26, prior to the Board
allowing such an applicant to select a retirement option or otherwise allow the release of
monies held by a retirement system on behalf of such an applicant.
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10.

11.

All disability retirement applications approved by the Board may be re-evaluated one
year from the effective date of retirement. The re-evaluations shall be made by a
disinterested physician licensed to practice medicine in the state in which he or she
practices medicine, under the conditions set forth in paragraph 10 of this policy.

If a member’s disability retirement application is re-examined and continually approved
for at least three years, the Public Employees Retirement Board may determine when the
next reevaluation shall occur.

If an applicant dies during the period between making application for a disability
retirement and the Board’s approval of the applicant’s application, the Board and
Director may examine such applicant’s death certificate and the report of a disinterested
physician, if available, to make a determination on the disability application filed by the
deceased applicant.

When ordering an examination by a disinterested physician both for initial and any
further examinations, the Director and Board shall, if practicable, choose a disinterested
physician who specializes in the area of medicine relating to the reason or source of
disability as given by the applicant on his or her application.

Information provided in an application for disability includes medical records that
contain personal and sensitive information that if improperly used or released may do
significant harm to an applicant’s interests or needless harm to an applicant’s reputation.
All review of members’ disability applications shall take place in Executive Session, and
all information submitted and discussed shall be kept confidential by the Board, the
Director and their agents.

Revision Date: September 2005
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POLICY 6 - CONTRACTUAL SERVICES

In all cases, selection of contractual services is subject to and shall comply with the statutory
provisions of State Contract for Services, Neb. Rev. Stat. §873-501, et seq.

1.

Selection and Renewal for Contracts $50,000 or more

(@) If there is an existing contract to provide services of $50,000 or more, then the
Director shall provide the Board a report of the performance of the contract service
providers not less than ninety (90) days prior to the expiration of the contract. If
performance under the contract is determined to be satisfactory, the Board may consider
renewing the contract for an additional term if permitted under the terms of the existing
contract. The Board may request the existing contract service provider to submit a
renewal and cost proposal to the Board for consideration, unless state law provides
otherwise.

(b) If a contract is not renewed, then not less than sixty (60) days prior to the expiration
of a service contract, the Director will draft a request for proposal (RFP). Upon the
Board’s approval, the Director shall, with the assistance of the Department of
Administrative Services, Materiel Division, publish the RFP and follow the required
procedures for the bidding process.

(c) Following receipt of RFP responses, the Director shall, with the assistance of the legal
counsel and other management staff as needed, review all bids that qualify under the
stated RFP requirements.

(d) As soon as is reasonably possible, the Director shall provide a summary of the
returned proposals to the Board and a tentative finalist interview schedule. The Board or
a committee of the Board will review the finalist bid proposals in advance of any
scheduled interviews.

(e) If determined necessary, the Board or a committee of the Board and the Director shall
interview all RFP finalists. The award of the contract will be subject to a majority vote of
the Board during a regular or special session of the Board.

Selection and Renewal Option for Contracts less than $50,000

(@) If there is an existing contract to provide services for less than $50,000, then the
Director shall provide the Board a report of the performance of the contract service
provider. If performance under the contract is determined to be satisfactory, the Board or
Director may renew the contract for an additional term if permitted under the terms of the
existing contract. The Board or Director may request the contract service provider to
submit a renewal and cost proposal for consideration, unless state law provides otherwise.

(b) If a contract for services is not renewed, then the Director will conduct a state agency
level request for proposal (RFP). The Director shall contact service providers and obtain
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at least two comparable bids for review. Following receipt of the bids, the Director shall,
with the assistance of legal counsel and other management staff as needed, review the
bids that qualify under the state agency level RFP requirements.

(c) As soon as is reasonably possible, the Director shall provide a report of the
comparable bids received to the Board for consideration and approval. If time is of the
essence to secure a service provider, then the Director shall inform and receive approval
from the Board Chair prior to executing the service contract. Thereafter, the Director
shall provide a report to the Board at the next occurring Board meeting.

3. Selection Process for Deferred Compensation Plan Annuity Provider

(a) The Director shall provide the Board a review of the performance of the Deferred
Compensation Plan Annuity Provider prior to the expiration of the contract. |If
performance under the existing contract is determined to be satisfactory, the Board may
consider renewing the contract for an additional term if permitted under the terms of the
existing contract.

(b) If the existing contract is not renewed under paragraph 3(a), then the selection process
for the annual contract to provide Deferred Compensation Plan annuities will be
conducted at the agency level by the Director and agency staff.

(c) The Board or a committee of the Board will review a draft request for proposal (RFP).
The final agency level RFP will be published. Upon receipt, proposals will be considered
during the meeting of the Board, with a beginning contract date of July 1%, or as soon as
is reasonably practicable thereafter.

4. The following is a schedule of existing contracts with renewal dates:

Contract Term Completed Due

Compliance Audit 4 —10 years 2002 2012
Actuarial Services 3 —year 2010 2013
Actuarial Audit 10 years 2009 2019
Experience Study 4 —5 years 2007 2012
Recordkeeping Services 3 -5 years 2011 2016
Information System 1-2 years 2011 2012

Revision Date: February 29, 2012
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POLICY 7 - CONFERENCE ATTENDANCE AND EXPENSE REIMBURSEMENT

The members of Public Employee Retirement Board (PERB) believe the affairs of the plans they
administer are highly important and complex. The retirement obligations incurred and the
administration of the plans are complex matters, and education in employee benefit matters is
necessary. It is important for PERB members to be educated in matters relating to the plans they
administer. PERB members are encouraged to attend one or more educational conference per
year. These policy guidelines are adopted to address travel expenses related to educational
conference attendance.

1. PERB members shall make travel requests to the Board at least 30 days in advance when
possible.
2. Each request for travel by a Board member will include a business-related reason for that

travel and an estimate of the cost.

3. Hotel and air travel reservations can be made by the Board member or the retirement
office.
4. Travel by any Board member outside of Nebraska will be reviewed by the Board; a

majority decision will prevail.

5. Any Board member who attends a conference or seminar will present either an oral or
written report to the Board at the next meeting.

6. Special consideration will be given for the support of the conventions or seminars
sponsored by the following organizations:

(a) NCTR (National Council on Teacher Retirement)

(b) NASRA (National Association of State Retirement Administrators)
(c) NCPERS (National Council Public Employee Retirement Systems)
(d) IFEBP (International Foundation of Employee Benefit Plans).

7. Board members attending the annual Board retreat shall have their actual expenses for
official business paid by the agency in conformity with the Travel Expense Policies
adopted by the Nebraska Department of Administrative Services, AMO005.

8. Per diems will be paid to board members for activities that have been approved by the
board at the rate allowed by law.

9. Board members will be reimbursed for actual costs for out-of-town meals in Nebraska
not to exceed the maximum GSA meal guidelines. Board members must retain a record
(log) or obtain receipts for each meal incurred while in travel status. The expense
reimbursement document may be used as the Board member’s record of travel expenses
incurred. In lieu of obtaining and attaching original receipts for each meal incurred, the
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10.

11.

12.

13.

14.

member may identify type of meal, actual amount paid, including tax and tip, restaurant
name and location on the expense reimbursement document. Eligible meals are:

(a) Breakfast — when leaving for overnight travel or one-day travel on or before
6:30 a.m.

(b) Lunch — when leaving for overnight travel at or before 11:00 a.m. or return
from overnight travel at or after 2:00 p.m. Lunch is not allowed on one-day travel
unless part of an official business meeting with a working lunch part of the
agenda.

(c) Supper — when returning from overnight travel or one-day travel at or after
7:00 p.m.

Board members will be reimbursed for actual meal costs in excess of the IRS guidelines
if receipts for meals are attached to the expense reimbursement document.

Board members will be reimbursed for meals outside of Nebraska for reasonable and
actual cost. Reasonable costs are the federal per diem standard. The standards can be
found at Internet site: http://www.gsa.gov/Portal/gsa/ep/home.do?tabld=0 .

Lodging for Board members will be reimbursed based on actual cost incurred while
attending an official business function. If the meeting or conference is at a lodging
establishment and the Board member chooses not to stay at the conference lodging
establishment, other lodging may be reimbursed at reasonable amounts comparable to the
posted conference room rate. Actual costs will be demonstrated by an original receipt.

In order to receive reimbursement, a Board member must complete an expense
reimbursement document and attach actual receipts for all travel expenses except meals
and immaterial travel expenses. Immaterial items are parking, tolls, intercity bus fares,
baggage handling, tips, and taxi fare charges under $10 per occurrence. Board members
will be reimbursed for the use of their personal vehicles for official Board business.
Reimbursement will be made in accordance with Neb. Rev. Stat. 881-1176, at the rate per
mile established by the Department of Administrative Services.

Board members will be reimbursed for one long distance call per day to their home while
in travel status in accordance with the approved agency policy on file with the
Department of Administrative Services.

No reimbursement is allowed for alcoholic beverages.

Revision Date: September 2006
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POLICY 8 - BOARD FUNDING

1. Defined Benefit Plans The Public Employees Retirement Board administers the three
traditional defined benefit plans authorized by State Statute. In order to protect the
benefits provided by the plans the Board endorses the statutory funding requirements, as
follows:

(@) The School Employees’ Retirement Plan, which covers all school employees, teachers
and administrators in Nebraska, with the exception of the separate Omaha Public Schools
plan, shall be funded each year in accordance with the actuary’s recommendation. The
primary source of funding, as outlined by Section 79-958, shall be the monthly employee
and employer contribution rates and the required annual contribution outlined by Sections
79-966 and 79-966.01 for the State of Nebraska.

(b) The State Judges’ Retirement Plan, which covers all state judges and certain clerk
magistrates, shall be funded each year in accordance with the actuary’s recommendation.
The plan is primarily funded by employee contributions and court fees and any required
annual contribution by the State of Nebraska outlined in Section 24-703.

(c) The State Patrol Retirement Plan, which covers all uniformed or certified patrol
officers, shall be funded each year in accordance with the actuary’s recommendation.
The plan is primarily funded by employee and employer contributions and annual
contributions by the State of Nebraska as outlined in Section 81-2017.

(d) It is recognized that in all three of these defined benefit plans the investment return on
the assets is a vital part of the funding for the plans. In addition, the annual actuarial
valuation is the source each year for determining any additional contributions needed for
a given year.

(e) The Board will review the actuarial assumptions used to determine funding needs, on
a regular basis, but change those assumptions only on the basis of a recent experience
study or if the actuary recommends a review due to a significant change in the factors
used to determine the assumptions. An experience study shall be conducted every four to
Six years.

2. Cash Balance Benefit The Public Employees Retirement Board administers the two
hybrid defined benefit plans authorized by State Statute. In order to protect the benefits
provided by the plans the Board endorses the statutory funding requirements, as follows:

(@) The State Employees and the County Employees Retirement Plans include a new
Cash Balance benefit that must be actuarially sound. These plans cover state and county
employees and are primarily funded by employee and employer contributions as well as
any required contribution by the State of Nebraska.
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(b) It is recognized that the investment return on the assets is a vital part of the funding
for the benefits. In addition, the annual actuarial valuation is the source each year for
determining any additional contributions needed for a given year.

(c) The Board will review the actuarial assumptions used to determine funding needs, on
a regular basis, but change those assumptions only on the basis of a recent experience
study or if the actuary recommends a review due to a significant change in the factors
used to determine the assumptions. An experience study will be conducted every four to
Six years.

(d) Investment returns greater than or less than the assumed annual rate of return will be
recognized on a “smoothed” basis over a five year period.

(e) Each year after the annual actuarial valuations results are received the Board will
determine, based on the recommendation of the actuary, if a benefit improvement can be
made, such as a dividend payment to individual Cash Balance member accounts, after
allowing for the required ten percent funding reserve within the plan. If it is determined
that the benefit improvement should be a dividend and that sufficient reserves exist, the
dividend will be granted as follows:

(i) The Board will determine if any dividend can be granted at the earliest possible
date following the annual actuarial valuation, but in all cases the dividend will be
retroactive to January 1st of that year.

(if) The long-term goal for the cash balance retirement plans is to provide long-
term growth for member accounts equal to the long-term growth rate for the
invested funds. However, in the short-run, some of the excess earnings may be
held in reserve to serve as a buffer for short-term fluctuations in market return.

(iii) Any dividend that is granted should conform with the following guidelines:

A. The plan must maintain the 90% Benefit Threshold Rate after granting
any dividend.

B. There must be a minimum 100% Funded Ratio on both the Funded
Basis and the Current Value Basis, both before and after the dividend is
granted.

C. The dividend plus the annual interest credit during the year cannot
exceed 8.0% unless a majority of PERB agrees.

D. No dividend will be granted for a year where the annual interest credit
rate exceeds the actuarial valuation interest rate.

(iv) The account balance used to determine the amount credited will be the
balance as of December 31°* of the previous year.
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(v) All accounts with an account balance as of December 31* of the previous year
will be credited with the dividend amount, except that no dividend shall be paid to
any account with a final account valuation made prior to December 31°* of the
year for which the dividend is granted.

(vi) If a dividend is granted, the value of the dividend will be credited with
interest between January 1st and the dividend distribution date, using the interest
credit rate earned on regular contributions for the same period.

3. Statutory Reference

Section 23-2317(4)(c) and section 84-1319(4)(c) — if the unfunded accrued actuarial
liability under the entry age actuarial cost method is less than zero on an actuarial
valuation date, and on the basis of all data in the possession of the retirement board,
including such mortality and other tables as are recommended by the actuary engaged by
the retirement board and adopted by the retirement board, the retirement board may elect
to pay a dividend to all members participating in the cash balance option in an amount
that would not increase the actuarial contribution rate above ninety percent of the actual
contribution rate. Dividends shall be credited to the employee cash balance account and
the employer cash balance account based on the account balances on the actuarial
valuation date. In the event a dividend is granted and paid after the actuarial valuation
date, interest for the period from the actuarial valuation date until the dividend is actually
paid shall be paid on the dividend amount. The interest rate shall be the interest credit
rate earned on regular contributions.

Revision Date: August 2008
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POLICY 9-BOARD PER DIEM

1.

Pursuant to the provisions of subsection 84-1502(3), per diems for PERB members may
be paid to a member when the member personally participates in one or more of the
following Board activities:

(a) Monthly Board meetings;

(b) Special or emergency Board meetings;

(c) Board committee meetings;

(d) Board-approved seminars and conferences; or,
(e) Other such activities as approved by the Board.

The member must complete a Request for Per Diem Compensation form and submit it to
the Secretary for any claim other than Board meetings before a per diem claim will be
paid.

A member may, in lieu of submitting Requests for Per Diem Compensation, submit in
writing a statement indicating that the member does not wish to receive per diem
compensation. Such statement shall be retained by the Secretary of the Board and
thereafter shall be in force until revoked in writing by the member.

Revision Date: August 2007

POLICY 9 — BOARD PER DIEM Page 27



PUBLIC EMPLOYEES RETIREMENT BOARD — BOARD POLICIES

This page intentionally left blank.

POLICY 9 — BOARD PER DIEM Page 28



PUBLIC EMPLOYEES RETIREMENT BOARD — BOARD POLICIES

POLICY 10 - DIRECTOR SUCCESSION PLAN

1.

Annual Training

(a) New Board Members — In order to promote education and to adequately train new
Public Employees’ Retirement Board members, each new member will be strongly
encouraged to attend an educational session to learn the basics of the administration of
retirement plans within the first twelve months of his/her becoming a member.

(b) Existing Board Members — Due to the ongoing fiduciary responsibilities of all Board
members, each member will be encouraged to attend at least one educational session or
conference per year to stay current with regulatory and administrative issues.

Continuity Plan

(a) Board Members — In addition to education, to assist with continuity on the Board, new
members, whenever possible will be paired with an existing Board member who will
assist that new member during the first six months of his/her term.

(b) Agency Director — The Board has adopted a Succession Plan and shall maintain the
Plan as conditions may warrant for the time when a replacement must be found for the
Director. In addition, the Director shall advise the Board of the name of his/her
emergency replacement if the Director must be absent for an extended period. The
Director shall “groom” someone from within the agency who could be his/her successor,
either temporarily or on a permanent basis.

Annual Retreat

(a) Each year the Board sets aside an additional day combined with its regular monthly
board meeting to review policies, set goals for the new year and receive additional
training and/or updates on their fiduciary duties as Board members.

(b) The Board has committed additional resources to holding the retreat in an appropriate

location that is a reasonable distance for members to travel. Resources have also been
allocated for the cost of outside speakers on matters of interest to the Board.

Revision Date: September 2006
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POLICY 11 - SERVICE DELIVERY

1.

To accurately calculate a retirement benefit, the Nebraska Public Employees Retirement
Systems (‘NPERS’) needs all retirement contributions and salary to post to a member’s
account prior to such calculation. This interim period can take several months and can
delay benefit payments.

In order to provide a timely retirement benefit for retirees, NPERS will calculate a
preliminary benefit during the interim period. The member will be paid a preliminary
benefit equal to ninety-five percent (95%) of the benefit calculated based on the total
service and salary information available at the time of the preliminary calculation. A
preliminary benefit will not be calculated until the member’s most recent posted
retirement contribution and salary is within one or two months of the member’s final pay
date. The preliminary benefit should be calculated within ninety days (90) of the
effective date of the member’s retirement. The member’s preliminary benefit will be
recalculated and changed to a final monthly benefit approximately five (5) months after
the effective date of retirement.

Under certain circumstances such as a salary dispute, untimely paperwork filed by a
member, or an extended contract negotiation, it may be more than ninety days (90) since
the effective date of the member’s retirement before the calculation of the preliminary
benefit occurs, and it may be more than five (5) months before the final recalculation
occurs. This calculation and recalculation will be retroactive to the member’s effective
date of retirement and will include all salary and contributions received from the
member’s employer.

If the member’s final calculated monthly benefit is within thirty dollars ($30) or two
percent (2%) of the member’s one-hundred percent (100%) preliminary benefit, then the
recalculation is performed automatically by NPRIS and does not require a manual
calculation by NPERS staff.

If the member’s final calculated monthly benefit is greater than thirty dollars ($30) or two
percent (2%) of the member’s one-hundred percent (100%) preliminary benefit, then the
final benefit is recalculated manually by NPERS staff.

If the member’s final calculated monthly benefit is less than the member’s one-hundred

percent (100%) preliminary benefit, then the final benefit is recalculated manually by
NPERS staff.

Revision Date: January 2011
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POLICY 12 - ELECTRONIC DISBURSEMENT

1.

General Provision

Electronic disbursements through direct deposit or a deposit (load) to a prepaid debit card
shall be the Nebraska Public Employees Retirement Systems’ required method for
issuing annuity benefit payments to retired members.

Beginning May 1, 2011, all new retired members must provide written authorization for
either a direct deposit or a load to a prepaid debit card using NPERS’ Electronic
Disbursement Authorization Form. The electronic disbursement will remain in effect
until changed or canceled by the retired member in writing. The member must choose
one disbursement method only.

Reason for Policy

The purpose of this policy is to promote safe, confidential, economical, convenient and
fast annuity benefit payments to retired members.

Policy and Procedures

Direct Deposit is the electronic deposit of funds directly into a bank account as a form of
payment. NPERS offers direct deposit for a retired member’s annuity benefit payment.
Electronic deposit of funds can be made to any financial institution in the United States.
Direct deposit assures that a retired member’s annuity benefit payment is deposited in
their bank account(s) on the day of payment. All retired members receiving retirement
annuity benefits from NPERS are eligible for direct deposit.

To authorize or change their direct deposit, a retired member must complete and sign a
new Electronic Disbursement Authorization Form and attach a voided check for checking
account deposit and a deposit slip for savings account deposit.

In the alternative, a member may select a deposit (load) to be made to a prepaid debit
card. A prepaid debit card has the same functionality as a regular checking account, but
the member withdraws funds with the use of a debit card rather than the use of checks.
The State of Nebraska contracts with a prepaid debit card financial institution vendor to
provide this service to members who do not want their annuity benefit payment made by
direct deposit into a regular bank account.

Once the authorization is received by NPERS, it may take up to one annuity benefit
payment cycle to become active. Any changes affecting the direct deposit or prepaid
card MUST be received by NPERS two weeks prior to the date scheduled for the annuity
benefit payment for which the change is to occur.

In order for this policy to be effective, it is essential that NPERS be provided with current and
accurate information regarding the address and account number and demographic information
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for each retiree receiving a benefit by electronic means. In addition, the fact that a member is not
receiving written communication from NPERS may indicate that payments are being misdirected
or the member has undergone a change of address, bank account or status.

Therefore, in order to help assure all benefit payments are delivered only to their intended
recipients; NPERS may suspend the delivery of benefit payments to any member who cannot be
contacted for a period of 60 days at the address on file for such member in NPERS database.
Mail that is returned undelivered by the United States Postal Service or other recognized delivery
service shall be deemed as evidence of the inability to contact a member. Any such suspension
of benefit payments will continue until such time as direct contact is made between NPERS and
the related member (or the member’s legally designated representative). Upon confirmation of
such member’s address and status, payments will resume and any payments suspended shall be
made to the member as soon as administratively possible.

NPERS staff shall develop such internal procedures as are necessary to implement this policy.

Revision Date: July 2014
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POLICY 13 - CASH BALANCE BENEFIT ELECTION

001

002

003

Scope of the Policy

The provisions of this policy apply to active members participating in the defined
contribution benefit in the Retirement System for Nebraska Counties (County Plan) and
the State Employees Retirement System (State Plan). This policy contains the procedures
for conducting a cash balance benefit election and conversion thereby permitting State
and County Plan active members who have a defined contribution benefit to make a
onetime election and conversion into the cash balance benefit in accordance with the
provisions found in Neb. Rev. Stat. 88 23-2308.01 and 84-1309.02.

Definitions

002.01 Definitions provided in Nebraska statutory law for each plan shall apply to the
provisions herein as they relate to the plan. In addition to those definitions, the following
definitions shall apply:

002.02 Agency means the Nebraska Public Employees Retirement Agency.

002.03 Cash Balance Benefit Election Period means the statutory calendar period
beginning September 1, 2012, through October 31, 2012.

002.04 Electing Member means a state or county defined contribution benefit active
member who makes an election during the Cash Balance Benefit Election Period.

General Provisions

003.01 A state or county defined contribution benefit active member shall make a
onetime election into the cash balance benefit beginning: September 1, 2012, through
October 31, 2012, in order to participate in the cash balance benefit. Once an election is
made, the decision by the member is irrevocable.

003.02 If no such election is made, the member shall be treated as though he or she
elected to continue participating in the defined contribution benefit as provided in the act
prior to January 1, 2003.

003.03 Members who elect to participate in the Cash Balance Benefit Election Period,
shall commence participation in the cash balance benefit on January 2, 2013.

003.04 Any member who made the election prior to April 7, 2012 and/or who is
currently a member of the cash balance benefit does not have to make another election
during the Cash Balance Benefit Election Period.
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004

005

003.05 For a member employed and participating in the retirement system, who elects to
convert his or her employee and employer accounts to the cash balance benefit, the
employee and employer cash balance benefit accounts shall initially be equal to the
employee and employer account balances, transferred from the member’s defined
contribution plan employee and employer accounts.

003.06 If an active member has multiple defined contribution plan accounts (i.e. an
active member having State Plan defined contribution accounts, who also is an inactive
member having County Plan defined contribution accounts, or vice versa) then the
member will only be able to make in election in the plan under which he or she is
currently an active member during the Cash Balance Benefit Election Period.

Election Period and Eligibility Requirements

004.01 The Cash Balance Benefit Election Period begins on September 1, 2012, and
continues through October 31, 2012. A onetime election may only be made during this
election period.

004.02 The defined contribution benefit member must remain an active employee
member through October 31, 2012 in order to make an election during the election
period. A termination, as defined by Neb. Rev. Stat. §§ 23-2301(33) and 84-1301(33), or
a temporary break in service during the Cash Balance Benefit Election Period will result
in an invalid election.

004.03 An alternate payee, as defined by Neb. Rev. Stat. § 42-1102(1), with a defined
contribution account is unable to make an election into the cash balance benefit.

Election Materials and Distribution

005.01 Beginning on September 1, 2012, cash balance benefit election materials will be
mailed to confirmed state and county active members who have employee and employer
accounts in the defined contribution benefit. A downloadable copy of election materials
will be placed on the Agency website on September 1, 2012.

005.02 A cash balance benefit election can only be made upon official forms provided
by the Agency, or as provided in subsection 005.03. The form must be signed by the
active member making the election, and can be received only by postal mail or hand
delivery to the Agency. A form sent via facsimile machine will not be accepted. If the
cash balance benefit election form is mailed during the Cash Balance Benefit Election
Period, then the mailed envelope must be postmarked on or before October 31, 2012.

005.03 A cash balance benefit election may be made by a member submitting an online
electronic form found on a website administered by either the Agency or a contractor of
the Agency. The Agency is not responsible for a member failing to make a valid cash
balance benefit election due to either a website server failure or a member using
incompatible web browser software to access the server. If a member believes that he or
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006

she may have incompatible software or the website server is offline prior to the cash
balance benefit election deadline, then the member should allow sufficient time to submit
his or her cash balance benefit election form in the manner provided in subsection
005.02.

005.04 No cash balance benefit election forms will be recognized by the Agency as
having been received until September 1, 2012. Applications delivered to the Agency prior
to September 1, 2012 will be held and not officially received for the purpose of the cash
balance benefit election until September 1, 2012.

005.05 Once a cash balance benefit election form has been received by the Agency
during the Cash Balance Benefit Election Period on or after September 1, 2012, a
confirmation of receipt will be sent to the member. The confirmation will be mailed to
the member’s current address of record within ten (10) business days following the
Agency’s official receipt of the member’s cash balance benefit election form. If a
member does not receive a confirmation of receipt within this time period, he or she
should immediately contact the Agency to verify that his or her election form has been
properly received by the Agency. If a member makes in election online as described in
subsection 005.03, then a confirmation of receipt will be obtained online by the member
in lieu of a mailed confirmation.

005.06 If a member does not receive a timely confirmation of receipt described in
subsection 005.05 and also fails to notify the Agency that he or she did not receive a
timely confirmation, then such inaction by the member may result in the member not
making a valid cash balance benefit election. The Agency is not responsible for a cash
balance benefit election form either lost or delayed while in the custody of the U.S. Postal
Service or other shipping delivery service.

Procedures following the Election Period

006.01 A proper and valid election shall only occur if an election to the cash balance
benefit is made in accordance with applicable state laws, agency rules and regulations,
and other provisions listed herein.

006.02 Electing Members shall commence participation in the cash balance benefit on
January 2, 2013. Electing Members’ defined contribution benefit assets and accounts
will be converted to cash balance benefit assets and accounts on January 2, 2013.

006.03 Once an election is made during the election plan period, no partial or full
distributions shall occur from the point of time an election is made until January 3, 2013.

006.04 An Electing Member may continue to make trades in his or her accounts and
transfer assets between defined contribution fund options until December 31, 2012,
subject to current trading restrictions including, but not limited to rules on excessive
trading and trading stable value fund assets. The Electing Member’s account balances
will not be frozen by the Agency once a cash balance benefit election is made. The
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Electing Member’s account values will continue to be subject to market gains and losses
during this time period based on the Electing Member’s investment decisions.

006.05 The final value of defined contribution fund assets transferred into cash balance
benefit fund assets will be the end of the market day price on January 2, 2013. The
defined contribution account balance will be subject to market fluctuations (gains and
losses) prior to the completion of the asset transfer on January 2, 2013, which may result
in a reduction of the Electing Member’s employee and employer account asset value
following the day of the transfer. Following the completion of the asset transfer on
January 2, 2013, the Agency or a contractor of the Agency will send the Electing
Member a confirmation of election.

006.06 An Electing Member has until February 1, 2013, to notify the Agency if there
was a possible error. If the Electing Member does not receive a confirmation of election
described in subsection 006.05 or believes that his or her account assets were not
properly transferred from the defined contribution benefit plan to the cash balance benefit
plan, as described in subsection 006.05, then notification under this subsection must be
made. If no such notification occurs prior to February 1, 2013, then the Agency will
conclude the following:

(@) the Electing Member’s assets have been properly transferred from the defined
contribution benefit plan to the cash balance benefit plan, and the Agency will not
be responsible for making a subsequent transfer of assets in order to correct any
possible errors; or,

(b) the member’s assets have properly remained in the defined contribution benefit
plan as intended by the member, and the Agency will not be responsible for
making a subsequent transfer of assets in order to correct any possible errors.

007 Determination of an Invalid Election

007.01 An election may be determined invalid by the Agency if any of the following
findings are made:

(c) The member was an inactive member on October 31, 2012 and therefore was
ineligible to make an election.

(d) The member was not in the defined contribution benefit during the election
period.

(e) A fraudulent election form was received by or transmitted to the Agency.

(F) There is evidence of fraud involved in the member’s election or conversion of
assets.

(g) The member experienced a termination or a temporary break in service (lasting
less than 120 days) during the Cash Balance Benefit Election Period and the
member was not an active member on October 31, 2012.

(h) The election to the cash balance benefit was not made in accordance with
applicable state laws, agency rules and regulations, and other provisions listed
herein.
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007.02 Once a determination is made by the Agency that an invalid election occurred,
written notice will be sent immediately to the member. The notice will be mailed to the
member’s current address of record.

007.03 If a determination is made following the account conversion on January 2, 2013,
then the improperly converted defined contribution benefit assets will be removed from
the cash balance benefit fund within ten (10) business days and placed in the defined
contribution benefit money market fund described in Neb. Rev. Stat. 8§ 23-2309.01(qg)
and 84-1310.01(g). The amount of the removed assets will equal the amount of assets
initially transferred into the member’s cash balance benefit accounts on January 2, 2013.

007.04 Any interest credited to the member’s cash balance benefit employee or employer
accounts will be forfeited prior to the assets being removed from the cash balance benefit
fund due to an invalid election, as described in subsection 007.03. The Agency will not
be responsible for any market gains or losses that may have resulted had the member’s
assets originally remained in his or her defined contribution benefit accounts.

Revision Date: May 21, 2012

POLICY 13 — CASH BALANCE BENEFIT ELECTION Page 39



PUBLIC EMPLOYEES RETIREMENT BOARD — BOARD POLICIES

This page intentionally left blank.

POLICY 13 — CASH BALANCE BENEFIT ELECTION Page 40



