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Governor Signs LB 687
Change Will Affect State and County Employees

The Nebraska Legislature took a dramatic step this spring by advancing a law to redesign the
State and County Employees Retirement Plans. The Governor supported the move and signed
LB 687 into law with the major portion of the legislation making changes effective on January 1,
2003.

So why LB 687?And, what does thehange mean to state and county employees? The defined
contribution plans state and county employees have now had for over 30 yegyeohlesl re-
tirementbenefits for mangmployees. However, inracent study when compared to benefits
received by members in our three defined benefit gladsool Employees, State Judges and State
Patrol officers)the retirement benefits for statad county plan members are less than adequate.

Retirement benefits received in a defined contribution plan are determined primarily by the in-
vestment decisions made by its plan members. And, the average member, the study showed,
tends to invest more conservatively than a professional investor. The result has been lower in-
vestment returns and smaller retirement benefits.

When compared to the investment results of the professionals managing the assets of the State
three “defined benefit” plans, the numbers are staggering. On average the investment returns i
the School Employees, State Judges and State Patrol defined benefit plans were 11% for the p
20 years while state and count
employees returned between &
and 7% on average. &0

Hebraska PERS Banefit Review Study

It is important to note that the
retirement benefits received by
members of the three “defined
benefit” plans are NOT based
on a member’s account balanc|
but on a member’s total servicq
years and average salary at re
tirement. However, the contragi
in investment return is impor-
tant when comparing the resulf
between an employee (with
little or no investment training) =
and the results of professional | s feusnea i
investors. N R
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Behind the Scenes

Member Services

If you pay a visit toour office, you will
be greeted bgur receptionist, Margaret
who is one of the representatives that
make up the Member ServicBgpart-
ment for the Nebraska Public Employe
Retirement Systems (NPERS). If you
visit our office or call to discuss your
retirement account, chances are, you
will speak to one of the helpful repre-
sentatives in our Call Center, which i
also part of Member Services.

Si

i ‘ |
Member Services Representatives (from left to

Sight): Margaret, Lori, Manager Jane, Teresa
and Peggy, (not pictured) Brenda

m

CaI_I Center Representgtives rely on access information in our computer and
their knowledge of a wide range of tofmaging systems to look up a wide ran

help you with the following:
resentatives cannot share detailed accou

Pension estimates information with you by telephone.

Retirements

Refunds

Purchase of Service

Account Statements

as well as many other various tasks.

Your link to Nebraska Retirement Systems

swer questions, and reseaychur situa
tion. Ifthey don’t have an answer, th
will go to the NPERS expert who doe

with a phone call, you may also
schedule an appointment to speak
face-to-face with a Member Service
Representative. In-office appoint-

and for you to bring your spouse, fi-
Member Services Representatives caf@ncial advisor, or other guest with yc

ics to assist you. They are trained to of details related to your account. Be%rough Friday, 8:00 a.m. to 5:00 p.m
aware that for your protection, orgp- at 800-245-5712r 402-471-2053

Al
partmenthas onlybeen in operation
Representatives are trained in all six for two years, the representatives have
plans our office oversees, as well as & combined total of 42 years of expe
multiple tasks and procedures for eacdiiénce in different areas of the
plan. They are always prepared to tak€tirement Office. They are truly
your calls trouble-shoot problems, an- dedicated to serving our membérs.
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nce not all situations may be solved
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ents allow for a visual explanation
u.

ur Call Center is in operation Monday

nt
though the Member Services De-
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Decision Making 101

To Cash Balance or Not?

Decisions. We make them everyday. information. Will | like the custard
Small decisions needing only a thougfilling? Will | meet someone later that
or two. Burger King or McDonalds? is more “right” for me? Will our
Gas the car now or later? Bagel withchildren be healthy? A warmer climate
light cream cheese or a sugared Bis- but can | put up with the bugs? How
marck with custard filling? Dodgers dibng will your Mother stay? And so on.
Mets? Some decisions we make withwe have some facts. But never all the
out any thought. Go to work? Brush facts. What will the future hold? What
your teeth? Buckle up? (of course!) have | forgotten to think about? Whate
is best for meWill it still be best for
Some decisions while small at the tim@e in five years?
can have a cumulative effect, maybe
on your waistline (see Bismarck’s  Current state and county employees
above), your finances, career, health wfll be asked to make an important
marriage. Other decisions are weighffecision about their retirement plan
from the get go. Should | marry her/ later this year. You'll make a one-time
him? Should we have another child?decision to keep your current defined
Is this the right job? Move to a contribution benefit or convert to the «
warmer climate? Experimental drug new cash balance benefit.
treatment? “Can my mother come to
live with us?”

» First, don't panic. You'll be given
_ o _ plenty of time to make your choice.
All important decisions you make will  You'll also be provided with a lot of

be made with incomplete or inadequate informationabout the pros and cons
2

of each benefit. You'll also hear the
opinions of a lot of people. Co-
workers, fishing buddies, distant
cousins and even local and national
news articles will all have an
opinion. Do your homework. Ask
questions.

Second, understand that there is no
“one size fits all” decisionDiffer-

ent choices will be made for a variety
of reasons.Some may make an
identical decision but for entirely
different reasons. So, listen to what
others have to say, but your decision
needs to be for your own reasons.

Third, at different points in the

future your choice may look like it
was a wise decision, other times not
so. However, do remember, you are
not choosing between good and evil,

Continued on page 6



Optimism

LecaL CORNER

by NPERS Legal Counsel,
Shawn Nowlan

] (1

Keeps 0}0
Heart \ "~/
Healthy

A sunny outlook not only helps you
live longer, it also protects you agains
heart disease. Recent research from
Johns Hopkins Medical Institutions ha
found that optimistic people are much
less likely to develop chest pain from
heart disease or even to have a heart
attack.

Researchers followed 600 healthy pec
ple with a family history of heart dis-
ease and discovered that those with g
positive outlook were only half as like-
ly to develop heat disease compared t
those who were more pessimistic.

Researchers also found that even if y
already have heart disease, optimism
can prevent you from further ravages
from the disease. Another Hopkins
study showed that people who becam
depressed after suffering a heart attag
were less likely to stick to a health life
style, a key component to recovering
from an attack.

SourcePelizza’s Positive Principles
Adapted from the WebMD Web Site

N\
Insurance Questions?
Ask yourPersonnel Contaatvhen
you have questions about your int
surance coverage.

999

@00

Retirement Questions?
Ask theRetirement Officavhen
you have questions about your re

IMembership

2002 Plan Changes Summarized
(LB 407 and LB 687)

Eligibility standards were revised to make the standard the same in the S
and County Plans:

- Participatiorbecomes mandatoffgr “all permanent full-time employ€es
(no matter their age) when they haveélve continuous months of ser-
vice” and
Participation isvoluntaryfor “all permanent full-timer permanent part-
timeemployees” when they havewvelve months of service within a five;

D-  year period and “have attained the agetefenty”

Vesting

Vesting for both State and County Plans now occurs after three years of
Pation in the system (including any eligibility and vesting credit a member
been granted at the time of enroliment).

Ehanges to Rollover Provisions

The State and County Plans accept rollovers or other transfers of money
the plans in order to:
(a) repay a prior termination benefit a member has previously received a
€ wishes to repay, or
'kb) make contributions for a period of military service.
'The range of tax-deferred accounts from which a member may make pay
now includes all of the following:
- An IRC § 401(apualified retirement planvhich is exempt from tax unde
IRC § 501(a);
An IRC 8§ 403(pannuity plan
An IRC § 403(bpnnuity contract
An IRC § 408(anindividual retirement account (IRAontaining only
monies from another qualified retirement plan; and
An IRC § 408(bjndividual retirement annuity (IRA), other than an
endowment contract
A member can also (without terminating employment) use monies from a
8 403(b) or a § 457(b) account via a “trustee-to-trustee” transfer directly f
the other plan to the State and County Plans to make qualified payments

Addition of the Cash Balance Benefit
LB 687 added a “cash balance benefit” to the State and County Plans. A
separate article on page 4, as well as other articles in this newsletter, des
the new benefit, explain why the benefit was created and announce the s
ule of statewide educational meetings and election deadline.

If you have questions regarding the information contained in this Legal C
call our office aBB00-245-5712r 402-471-2053

tirement account.
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What is a Cash Balance Benefit? By Shawn Nowlan, NPERS Legal Counsel

In pension plans there are normally twthe members’ cash balance accountstute legal promises to pay money to the

types of benefits: and amannuitybased on that account member when the member ceases
balance which is funded and guaran-employment or retires.

In a traditionadefined benefit (DB)  teed by the plan at retirement.

plan, the member receives a “formula At retirement or termination, the cash

benefit,” based on years of service, a The new cash balance benefit createtalance benefit will allow the member to:

multiplier and the member’s salary. by LB 687 does not change the flow dfl) use the money to purchase an

The contribution rate is not directly member and state monies into the annuity from the plan that is

tied to the benefit the member receivestirement plan. The plan members funded and guaranteed by the plan,

instead, the contributions provide monegontinue to contribute at the current (2) leave the money with NPERS,

to pay for the legally promised benefitrates. In the State Plan this means 4.333) roll the money over into another

The risk of market losses and the of compensation until contributions tax-deferred account, or

benefits of market gains flow to the reach $864.00 and 4.8% on contribu-(4) “cash in”the entire amount of his

plan as a whole, rather than to indi- tions made on compensation after that or her account @lthough, if not

vidual members. point; the state’s matching contribution vested, they magnly take the
remains at 156% of the member employee cash balance account).

In a traditionaldefined contribution  contributions. In the County Plan, the

(DC) plan the members are promisedJanuary 2003 contribution rate will beWhile the accounts are accruing the

that a percentage of their paycheck wil.5% of pay; the county’s matching interest credit rate, the Investment

be placed in the Retirement Account, contribution rate stays at 150% of theCouncil will be investing the plan’s

and are provided investment options. member contribution. (The new law assets, including all new contributions

The member then selects his or her did not change the contribution rates.Jlowing into the plan, so the plan will

investments and awaits the end of their have sufficient assets to pay the

career. The risk of market losses and Daily, the accounts are also accruing @count balances to plan members, and

the benefits of market gains fall on thestatutorily-set rate of return (called théhe annuities at retirement.

individual. When they terminate or retirenterest credit rate). The new law sets

and take their money, the member’'s that rate as the “applicable federal mitdhe risk of bad investment returns falls

benefit consists of the total sum of  term rate” published by the IRS plus am the plan as a whole (as with a DB

money in his or her account. additional 1.5%. It also includes a flogrlan). On the other hand, any excess
rate of 5%, below which the rate mayreturns will also flow into the plan as a

A cash balanceplan, orthe other hand, not fall. This means the interest credivhole. By federal law, however, any

has the look of a defined contribution rate can rise with the mid-term rate, bexcess returns must be used for the

plan but is technically a defined benefWill never fall below 5%. (Since 1985exclusive benefit of the members. The

plan, butnot as the traditional is de- NPERS estimates the federal mid-teriBoard decides whether to use any

scribed above. In the cash balance plamrate plus 1.5% would have fluctuatedexcess to pay a little extra into the

(as with a DC plan) the contribution between approximately 5.4% and  members’ accounts (above the interest

rate matters in determining the final 12.8% - with an average of approxi- credit rate) or — alternatively — the

benefit. However, the benefit (like in anately 8.4% - during that time, the raxcess could be used to make benefit

DB plan) constitutes legal promises never fell below the 5% floor rate.) improvements to the plan (with the

made by the state that can not be takédoth the member and state contribu- Legislature deciding what benefit

away That promise is the balance in tions and the interest credit rate consgénhancements may be made).

NPERS Actions Regarding the Cash Balance Benefit

By December 1, 2002all state and The Retirement Office will provide thee NPERS will be available upon re-
county employees will be required to information you need to make this im- quest for special meetings at state

make a decision regarding the cash bpbrtant decision. agencies and counties.
ance benefit. Every employee must * NPERS is available by telephone or
choose to either: * In July or August we will mail ain- personal visits by appointment to ex-
formation packet and election plain the new benefit and answer
» convertto the new cash balance ben-form to all employees. questions.
efit, OR » We will hold educational meetings
« keepthe current defined contribution statewide from mid-August through Call NPERS a800-245-5712r 402-
benefit. October. (Schedule is on page 5.) 471-2053 or visit our web site at

www.nol.org/home/persll 0



LB 637 (coneompg. 1) | Cash Balance Educational Meeting Schedule
Another telling piece of evidence con{Aug- 14 Omaha- NSOB, Room 218 1_%:80é_13%3?;)0r7?-m-’
S'defed bY the Legislature when Aug. 15 Lincoln - Public Service Commission . 9:60; 10:?;0 éi.m.,
making this change for state and 1:00, 2:30 p.m.
county employees was the fact that | Aug. 20 Lincoln - Dept. of Roads, Auditorium 9:00, 10:30 a.m.,
even with the tools available to them 1:00, 2:30 p.m.
(11 investment funds offered and re- | Aug. 21 Omaha- Sarpy Co. Courthouse 9:00, 10:30 a.m.
tirement planning seminars available jeAug. 21 Omaha— DouglagSarpy Co. Extension Bldg. 1:00, 2:30 p.m.
all) 90% of the member contributions ﬁug. gg gea”!ce' gSDCéChgpel ] 9:108612:28 a.m.
; o ug. eatrice - Gage Co. Courthouse :00, 2:30 p.m.
Cg\s/fmt()jﬁ?u?:(rjzd?g ]fg]clty ﬁg;:PeS'gcy JAug. 27 Chadron - City Hal 8:30, 10:00 a.m.
S y oU% Aug. 27 Alliance - Box Butte Co. Courthouse 1:30, 3:00 p.m.
the employee contributions are in- | Ayg. 28 Scottsbluff - Panhandle Learning Center 8:30, 10:00 a.m.
vested in one of the most conservativgaug. 28 Gering - Scotts Bluff Co. Courthouse 12:00 p.m.
funds, the Stable Value Fund. The |Aug. 28 Kimball - Kimball Co. Courthouse 3:00 p.m.
Stable Value Fund is one of the 11 Aug. 29 Sidney- Cheyenne Co. Courthouse 8:30, 10:00 a.m.
funds offered to state and county em-] Aug. 29 Ogallala - Keith Co. Courthouse 1:30, 3:00 p.m.
ployees but it is also the fund where |Sept-4 Lincoln - NSOB, LLA fgg 21%(:)3% "’r‘ﬁm-'
member Contrlbutlo_ns are mveste_d Sept. 5 Omaha- NSOB, Room 218 9:0’0, 10:30 a.m.,
when a member fails to make an in- 1:00, 2:30 p.m.
vestment election at the time of his or| sept. 10 Imperial - Senior Comm. Center 8:30, 10:00 a.m.
her enroliment in the State or County | Sept. 10 McCook - McCook Comm. Coll., Mini Theatre 2:00, 3:30 p.m.
Retirement Plan. Sept. 11 North Platte - Mid-Plains Comm. Coll., Theatre 8:30, 10:00 a.m.
Sept. 11 Thedford - Thomas Co. Courthouse 1:30, 3:00 p.m.
| Sept. 12 Valentine - Cherry Co. Courthouse 10:30a.m.,1:00 p.jn.
The fact that state af‘_d county_employ Sept. 13 O’Neill - Holt Co. Courthouse 9:00, 10:30 a.m.,
ees have not fully utilized the invest- 12:00 p.m.
ment options available to them may bgsept. 18 Norfolk - Norfolk Veterans’ Home 8:30, 10:00 a.m.
the result of planning on the part of | Sept. 18 Columbus - Platte Co. Courthouse 1:00, 2:30 p.m.
these employees OR it could, in fact, | Sept. 23 Burwell - Garfield Co. Courthouse 1:00 p.m.
be that employees do not plan or they] Sept. 24 Broken Bow - Municipal Bldg., Auditorium 8:30, 10:00 a.m.
; ; Sept. 24 Kearney - Law Enforcement Center, 2nd Floor 1:30, 3:00 p.m.
Snoaﬂgt gi\l’/\ii:hreettilrrgrig;te;(f(?()rﬂifstoA Sept. 25 Holdrege - Phelps Co. Courthouse 8:30, 10:00 a.m.
nag ' Sept. 25 Hastings- Hastings Regional Center 1:30, 3:00 p.m.
typical state or county employee, by | sept. 26 Grand Island - G.I. Veterans' Home, Auditorium ~ 8:30, 10:00 a.m.
job description or training, is not an | Sept. 26 York - York Co. Courthouse 1:00, 2:30 p.m.
investment professional. Oct. 2 Grand Island - G.I. Veterans’ Home, Auditorium  8:30, 10:00 a.m.
Oct. 2 Seward- Cattle National Bank 1:00, 2:30 p.m.
The fact that employees may not be thé&ct. ; \lilva}flnlek - V,\\/laYPEleC\;)- COU”hOHUSG 81::2,%0’1%:3())% p.m.
best investment managers is not unigi&°t orfolk - Norfolk Veterans’ Home 01, 1000 a.m.
to Nebraska or to stat(gor count q gct. 8  Albion - Boone Co. Courthouse 1:30, 3:00 p.m.
| Nai | studi y Oct. 9 Columbus - Platte Co. Courthouse 8:30, 10:00 a.m.
employees. National studieave Oct. 9  Fremont - Dodge Co. Courthouse, Room 301 1:00, 2:30 p.m.
shown that self-directed employee Oct. 10  Beatrice- BSDC, Chapel 8:30, 10:00 a.m.
Investment accounts or private-sector] Oct. 10 Nebraska City - Otoe Co. Courthouse 1:30, 3:00 p.m.
401(k) retirement accounts are gener{ Oct. 16  Kearney - Buffalo Co. Courthouse 8:30, 10:00 a.m.
ally not on par with accounts manage'iOCt- 16 Hastings- Hastings Regional Center 1:30, 3:00 p.m.

by investment professionals.
provide aregular rate of returron a  This issue of the “Retirement

Today, each state and county employg&ember’s retirement account rather Roundup” covers different aspects of
has a once in lifetime opportunity to  than a fluctuating return. And, most this new cash balance benefit for
reconsider the type of retirement importantly, the new cash balance members. Please read the material
benefit best suited for him or her. Thienefit allows the Retirement Office taarefully and plan to attend one of the
new cash balance benefit (described 6glf-fund monthly annuities (rather  special educational meetings to be held
page 4 of this issue) offers a defined than contract with outside companiesjhroughout the state this summer and
benefit component to the State and Which will result in better annuity ratesall. A special “election” and infor-
County Employees Retirement Plans when the lump sum cash balance ~ mation packet will be mailed to all

for the very first time. The new cash account is converted to monthly bene8tate and County Plan members prior
balance benefit will providsecurityto payments at retirement. to the meetingdl

those who are risk averse. It will



Preretirement Seminars Postponed

DeCiSion Cont. from pg. 2)

No Preretirement (over age 50) or Personal Planning (under age 50) seminars
will be offered this fall for state and county employees. This change in sched- life and death, or heaven and hell.

ule is due to NPERS’ redirection of staff time and resources toward

(Sorry, no black and white choices

implimentation of the new cash balance benefit. Look for Preretirement and or it would be easy.) Both the
Personal Planning seminars to be offered again Fall 2003. Meanwhile, call  currentand the new benefit have

Sterling Financial at402-970-930@r 877-970-930@vith investment ques-
tions, or theRetirement Office at800-245-5712r 471-2053with any other
guestions about your membership or retirement account.

Employer Education and Reporting

redeeming qualities, good points
and bad.

For some people, more security, less
decision-making and less volatility

The “Employer Education and Reporting” section is intende@€éamty
Clerks andState Agency Personnel.

Vesting - Vesting for members of the State and County Plans istinme
yearsof participation (including any eligibility and vesting credit granted &
enroliment).

Membership - Participation in the State and County Plans is n@amda-
tory for all permanent full-time employees, no matter their age, when the
have 12 months of continuous service. kotuntary for all permanent full-
time or permanent part-time employees when they have 12 months of se
within a 5 year period and are age 20.

Budget Cuts- For agencies downsizing due to budget cuts, codsacEox
at402-471-95050r a packet of materials to provide affected employees,
to arrange a meeting at your work site.

Enroliments and Change Forms With the new requirement of mandatory
participation in the State Employees Retirement Plan after 12 months of
service, the Retirement Office is processing large volumes of paperwork
new enrollees. Personnel contacts are reminded to uStatteéCounty
Enroliment Form — NPERS1030(Rev. 8/01) for this processther than the
Investment Change Form — NPERS250(Rev.3/01). Investment Change
Forms should be used to transfer funds, change future contriblioations,
or select a new PIN. Personnel contacts should also remind their emplg
to send allnvestment Change Formgo NPERS for completiomather than
to Ameritas. Forms sent to Ameritas by mistake will cause delays to our
members’ requests. Please providedimeentform to your employees by
checking the revision date on the lower left corner of the form. Contact ¢
office for a copy of the current form or download it from our web site.

County Employer Reporting - County Clerks currently reporting through
MIPS/County Solutions are required to mail or e-mail only the total page
the report to NPERS. The detail of the report and copies of checks are 1
required. The total page may be e-maile@liat Holmes at
cholmes@ret.state.ne.uCounty Clerks reporting directly to Ameritas mu
send both the total page and the detail of the report to NPERS. NPERS
not require copies of checks. Original checks and full documentation mt
be forwarded to Ameritas.

Questions? Contact these staff members when you have specific questig
on employer reporting:

County reporting questions €lint 402-471-9725
State, County and DCP questions Kim 402-471-9483
Toll free - 800-245-5712

will make the new cash balance benefit
moreattractive. Others, who are
comfortable with investment deci-
sions and market volatility, will feel
that greater personal control and the
potential upside makes staying with
the current benefit the better choice
for them.
Y .
For now keep an open mind, gather
rvicdormation, and attend the educa-
tional meetings! We at Sterling
Financial Advisors will continue to be
available to help as you make this
DI important decision about your retire-
ment plan. You are on your own
when it comes t@ismarck rolls or
your mother-in-lawl
for . .
Mary H. Jochim, President
Sterling Financial Advisors, LLC
877-970-9300 or 402- 970-9300
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urHave a Great Summer!
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