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CORRECTED CQPY
LEGISLATIVE BILL 847
Approved by the Governor April 3, 1996

Introduced by Wickersham, 49, at the request of the Governor

AN ACT relating to state funds; to amend sections 23-2314, 24-701, 24-704,
24-710.03, 72-1238, 72-1240, 72-1242, 79-1501, 79-1515, B81-2024,
81-2026, 81-2034, 84-1301, 84-1309.01, 84-1310.01, 84-1311, 84-1316,
84-1325, 84-1501, 84-1504 to 84-1506, and 84-1509, Reissue Revised
Statutes of Nebraska, sections 2-1608, 23-2309.01, 23-2310, 72-1237,
72-1239, 72-1243, and 72-1260, Revised Statutes Supplement, 1994,
and sections 23-2301, 23-2305, 23-2331, 79-1043, 79-1501.01,
79-1503, 81-2014, 81-2019, 84-1305, 84-1331, and 84-1503, Revised
Statutes Supplement, 1995; to define and redefine terms; to change
investment provisions for retirement funds and deferred
compensation; to change membership provisions for the Nebraska
Investment Council and the Public Employees Retirement Board; to
change appointment provisions for the state investment officer and
the director of the Nebraska Public Employees Retirement Systems; to
provide and change powers and duties; to change provisions relating
to military service credit and rollover contributions and
distributions; to change and eliminate provisions relating to the
legal advisor of retirement systems and the Public Employees
Retirement Board; to harmonize provisions; to provide operative
dates; to repeal the original sections; and to outright repeal
sections 79-1505, 84-1306, and 84-1508, Reissue Revised Statutes of
Nebraska.

Be it enacted by the people of the State of Nebraska,

Section 1. Section 2-1608, Revised Statutes Supplement, 1994, is
amended to read:

2-1608. Whenever two or more county extension organizations have
united as provided in section 2-1607 for the purpose of support and management
of extension work, county extension employees jointly employed by the
participating extension organizations shall be considered persons employed by
a county for the purpose of subdivision 33 (5) of section 23-2301 and shall
participate in the Retirement System for Nebraska Counties under the County
Employees Retirement Act. To accomplish such participation the participating
county extension organizations shall (1) pick up employee contributions as
salary deductions on behalf of such county extension emplcoyees in the manner
required for a county in section 23-2307, and (2) pay to the carrier an amount
in accordance with the provisions of section 23-2308. 1In all other respects
the participation of such county extension employees in the retirement system
shall be in accordance with the act.

Sec. 2. Section 23-2301, Revised Statutes Supplement, 1995, is
amended to read:

23-2301. For purposes of the County Employees Retirement Act,
unless the context otherwise requires:

(1)(a) Compensation means gross wages or salaries payable to the
member for personal serviges performed during the plan year Compensation
jes not include insurance premiums conyerted into cash payments.
reimbursement for expenses incurred, fringe benefits, or bonuses for servigces

I“I

not actually rendered including but not limited to early retirement
inducements, cash awards, and severance g_yJ_gxceg;_fg: retroactlve salary

payments paid pursuant to court order, arbitration, 1i

grievance settlements. Compensation includes overtime Qay, member retirement
contributions, and amounts contributed by the member to plans under sections
125 403(b), _and 457 of the Internal Revenue Code or any other section of the
code which defers or excludes such amounts from income.

(b) Compensation in excess of the limitations set forth in section
401(a)(17)_of the Internal Revenue Code shall be disregarded. FEor an employee
who was a member of the retirement system before the first plan year beginning
after December 31, 1995, the limitation on compensation shall not be less than

the amount which was allowed to be taken into account under the retirement
system as in effect on July 1, 1993:
(2)_Date of adoption of the retirement system by each cgunty means

the first day of the month next following the date of approval of the
retirement system by the county board or January_ 1, 1987, whichever is
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earlier;

(3) Date of disability means the date on which a member is
determined by the board to be disabled:

(4) Disal Disability means an inability to engage in a substantially
gainful actJ.v:Lty __by eason of any medically determinable physical or mental
impairment which can L}g expected to result in death or be of a long and
indefinite duratign:

(5) __Employees means all persons or offigers who are employed by a

county of the State of Nebraska for twenty or more hours per week and who have
completed at least twelve months of continuous service at any time, persons

employed as proyided in section 2-1608, all elected officers of a county. and
such other persons or officers as are classified from time to time as
permanent employees by the county board of the county by whom they are

employed, except that employees does not include judges persons making
contributions to the School Retirement System of the State of NM_QI
nonelected employees and nonelected officials of amy ggunty haying a
population in excess of one hundred fifty thousand inhahitants;

(6)__Future seryice means service following the date of adoption of
the retirement system:

{7)_Group annuity contract means the contract issued by one or more
life insurance companies to the board in order to provide the future seryice
benefits described in the act;:

(8) Guaranteed investment cgntract means an investment contract or
account offering a return of principal invested plus interest at a specified

rate. both of which are quaranteed by an insurance company or bank. For
investments made after the operative date of this section, guaranteed
investment contract does not include direct gbligations of the United States
or_ _ its instrumentalities bonds. participation certificates or other
obligations of the Federal National Mortgage Association, the Federal Home
Loan Mortgage Corporation, or the Government National Mortgage Association, or
collateralized mortcage obligations and other derivative securities. This

subdivision shall not be construed to reqguire the liquidation of inyestment
contracts or accounts entered into prior to the gperative date of this
section;

(8) Unti) January 1, 1997, investment manager means the state

investment ggficer Oor _one Or more insurance companies. bank trust departments,
or independent investment advisors desianated to invest any portion of the
funds of the act:

(10) Primary carrier means the life insurance company_ gr trust
company designated by the retirement bhocard as the administrator c of the
retirement system;

(11) Prior seryice means servige prior to the date of adoption o
the retirement system:

(12) Reqular interest means the rate of interest earned each

i

calendar yvear as determined by the retirement board in conformity with actual
and gxgg_gt_:d___inlngs on its investments:
{13) Required contribution means the deduction to be made from the

compensation of emplovees as praovided in the act:
(14)_Retirement means qualifyina for and terminating employment
after becoming qualified to receive the retirement allowance granted under the

act:

(15) Retirement board or board means the Public Employees Retirement

Board:
(16) Retirement system means the Retirement System for Nebraska
Counties;

(17) Service means the actual total lenath of __employment as an
employee and includes leave of absence because of disability or military
service when properly authorized by the retirement board, _except that service
does not include any period of disability for which disability retirement
benefits are received under section 23-2315: and
(18) Straight life annuity means an ordinary annuity, payable for
_life of the primary annuitant only. and terminating at his or her - _death
H thu; refund or death benefit of any kingd. kind.
{1 Employees shail mean all perasens or efficers who are employed by
e eounty of the Gtate of Nebrasks for twenty or mere heurs per week and whe
have eempieted at least tweive menths of continueus serviee et any time;
persens employed as provided in seetien 2-31608; all elected officers of a
eountys end such other persens er efficers as are classified frem time to time
as permanent empleyees by the eounty beard of the eounty by whem they are
employed; exeept that empieyees shai: net inelude judges; persens making
eentributions to the Secheel Retirement System of the State of Nebraskas or
neneleeted employees sand neneleeted offieials eof any e€ounty having &
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pepulation in excess of ‘ene hundred £ifty thoudand inhabitants-

{2} Retirement shall mean qualifying for and terminating empioyment
after beeoming qualified e reeceive the retirement allowanee grented under the
County Employees Retirement Aek;

{3) Retirement beard or beoard shell mean the Publie Empleyees
Retirement Board;

{4 Retirement system shall mean the Retirement System for Nebreshka
€ounties;

15+ Reguired eentributien shell meen the deduetion te be made £rom
the compensation of employees as previded in the Ceunty Empleyeea Retirement
et

{6) Service shall mean the actual total length of empleyment eas an
empieyee and shail ineiude leave of sbsence beesuse of disebility er military
serviece when properly authorised by the retirement board; except that serviee
sheil net inelude any peried of diaability fer which disability retirement
benefits are received under section 23-2315;

#) Straight life annuity sheldd mean en erdinary ennuity, payable
for the 1ife of +the primary sammuitent only; and kerminating at his or her
death witheut refund er dermth benefit of any hind;

8) Date of adoption of the retirement system by each eeunty shald
mean the first day ef the menth next fellowing the dete of appreval of the
retirement system by the ecounty bomrd or danuary 15 1987, whichever is
eariier;

€9) Prier service shall mean scrvice prier to the dete of adeoptien
ef the retirement aystem;

£16) Future serviee shall meen gservice follewing the date eof
adeption ef the retirement system:

(ii) 6reup annuity contract shail meen the contraet issued by one or
more life insurence ,companies %o the beard in erder £o previde the future
service benefits deseribed in the Ceunty Empleyees Retirement Act;

€312) Primary earrier shall meen the }ife insurenee eempany or trusk
eompany designated by the retirement board e&s the esdministretor of the
retirement aystem:

{13) Reguler interest shall mean the rete of interest earned each
eatendar year a3 determined by the retirement beerd in eenfermity with aetuasl
and expee%ed earnings en its investments;

14) Disability shall mean an inability to gage in & substentially
gainful eetivity by reasen of eny medically determinable physieal o+ mental
impairment which ecan be eupeeted &£o result in death or be of 2 lenqg and
indefinite duration;

¢15) Bate of disability shall mean the date en which s member is
determined by the boatd to be disabled;

¢16) Guaranteed investment ecentraet shell mean en inveatment
econtract which guarantees that the secount maintained for any partieipant will
not deerease in valuve but will inerease eaech year by the ecentribution
alloecated to +the aceeunt and by investment earnings and wiil deerease by the
amount ef expenses reasonably determined to be alleested teo the aceount; and

{17y Investment manager shall mean ene or more insuranee ecempentes;
bank Erust departments; or independent inveatment eadvisers designeted te
invest eny pertien of the funds of the €ounty Employees Retkirement Aectr

Sec. 3. Section 23-2305, Revised Statutes Supplement, 1995, is
amended to read:

23-2305. It shall be the duty of the board to administer the County
Employees Retirement Act as provided in section 84-1503. The board shall
adopt and promulgate rules and regulations to carry out the act. whieh shail
inetude previsions defining whet constitutes compensation ef & member of the
retirement system for purpeses of the aek- The definitien of ceompensation
shalt include base salary eor wages paid by the employer te the employees
ineluding overtime pay for services rendered; and any other emounts determined
by the beoard to apprepriately econstitute compensatien: Compensation in exeess
of the limitations set forth in seetion 401¢a)¢3F) ef +he Internal Revenue
€ode shall be disregarded: For en empleyee whe weas & member of the retirement
system befere the £irat plan year beginning after DBeecember 331, 198955 khe
1imrtation on compensatien shail neot be less thean the smeunt which was allowed
te be taken into account under the retirement system es in effeet er duly I
1993+

Sec. 4. Section 23-2309.01, Revised Statutes Supplement, 1994, is
amended to read:

23-2309.01. (1) On or after January 1, 1986 1997, on such date as
is established by the retirement board, each member of the retirement system
shall be allowed to allocate all contributions to his or her employee account
after such date to various investment options. $Swek The investment options
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shall include, but not be limited to, the following:

(a) A fund whieh shall be hknewn &3 & stable return account end which
shall be invested by or under the direction of the state investment officer in
one or more guaranteed investment contracts; and

b) #n eceeunt which shall be known a3 an equities An equities
account end which shall be invested by or under the direction of the state
inyestment officer in r steeksr domestic equities;

(c) A balanced account which shall be invested by or under the
direction_of the state investment officer in domestic equities and domestic
fixed income instruments:

(d)__An__index fund account which shall be invested by or under the
direction of the state investment officer in a portfolic of domestic commgn
stocks designed to closely duplicate the total return of the Standard and
Poor's 500 Index:

(e) A fixed income account which shall be invested by or under the
direction of the state inyestment officer in domestic fixed income
instruments; and

(£) A money market account which shall be invested by or under the
direction of the state investment officer in domestic short-term fixed income
securities.

If a member fails to select an option or combination of options, all
of his or her funds shall be placed in the option described in subdivision (a)
of this subsection. Each member shall be given a detailed current description
of each investment option prior to making or revising his or her allocation.

(2) Members of the retirement system may allocate their
contributions to the investment options in increments of twenty-five ten
percent in any proportion, including full allocation to any one option. a
member may transfer any portion of his or her funds among the options, except
for restrictions on transfers to or from the stable return account pursuant to
rule or regulation. that a memberls investment in a atable peturn account
shall net be transaferred- The board shall esteblish previsiens adopt and
promulgate rules and regulations for changes of a member's allocation of
contributions to his or her accounts after his or her most recent allocation
and for transfers from one investment account to another.

I£ the board direects withdrawal ef funds frem an investment managers
£he member shail slse direet the investment of those funds:

(3) The board shall develop a schedule for the allocation of
administrative costs of the various investment options and shall assess such
the costs so that each member pays a fair proportion based upon his or her
choice of options and number of transfers among options.

(4) In order to carry out this section, the board may enter into
administrative services agreements for accounting or record-keeping services.
No sueh agreement shall be entered into unless the board determines that it
will result in administrative economy and will be in the best interests of the
county and its participating employees.

Sec. 5. Section 23-2310, Revised Statutes Supplement, 1994, is
amended to read:

23-2310. (1) A member's share of the fund arising from the county
contributions shall be known as his or her employer account. Prior to January
1, 1981, as of any January 1 a member's employer account shall be equal to his
or her account as of the next preceding January 1, increased by one hundred
percent of any amounts deducted from the member's compensation since the next
preceding January 1 in accordance with section 23-2307. as of January 1,
1982, a member's employer account shall be equal to the account as of January
1, 1981, increased by one hundred percent of the amounts deducted from the
member's compensation for the first nine months of the year and one hundred
fifty percent for the final three months of the year in accordance with
section 23-2307. As of January 1, 1983, and each year thereafter, the
member's employer account shall be equal to the account as of the next
preceding January 1 increased by one hundred fifty percent of the amounts
deducted from the member's compensation since the next preceding January 1 in
accordance with section 23-2307. The member's employer account shall be
increased by any interest allocated under the provisions of the guaranteed
investment contract and any gains on inyestments and reduced by any losses on
investments, any expense charges made under the previsiems of the guaranteed
investment contract or other inyvestments, and any expense charges incurred in
connection with administering the retirement system in excess of those
provided for_in_section 23-2319, except that a = & member who ceased being an
employee since the next preceding January 1 may have his or her employer
account reduced in accordance with section 23-2319.

(2) On and after January 1, 1997, the state investment officer shall
inyest the employer account, and upon maturity. the employer account funds
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which have been inyested in guaranteed inyestment contracts prior to January
1. 1887, The state investment officer shall invest or reinvest the funds in
securities and inyestments the nature of which individuals of prudence.
discretion, and intelligence acquire or retain in dealing with the property of
another, and if the state investment officer has special skills or is
appeinted on the basis of representations of special skills or expertise, he
or she is under a duty to use such skills.

Sec. 6. Section 23-2314, Reissue Revised Statutes of Nebraska, is
amended to read:

23-2314. The retirement system may sue or be sued in the name of
the system, and in all actions brought by or against it, the system shall be
represented by the Attorney General. - whe shail alse be +the legal adviser
fer the system—

Sec. 7. Under such rules and requlations as the retirement board
adopts and promulgates, an employee who is reemploved on o
1994, pursuant to 38 U.S.C. chapter 43, may pay to the retirement ystem an
amount egual to the sum of all deductions_which would haye been made ie from the
employee's compensation durina_such period of military seryice. Payment shall
be made within the period required by law. not to exceed five years. To the
extent that payment is made, (1) the employee shall be treated as not having

incurred a break in seryice by reason of his or her period of military
service (2) the period of military servige shall Qg credited for the purposes
of determining the nonforfeitability of the member's accrued benefits and the
accrual of benefits under the plan, and (3) t loyer shall allocate the

amount of_employer_ contributions ta the member's employer account in the same
manner and to the same extent the allocation occurs for other employees during
the period of service. For purposes of member and _employer contributions

under this section, the member's compensation during the period of military
seryice shall be the rate the member would have received but for the miljtary
seryice or if not reasonably determinable, the ayvexage rate the member

received during the twelve-month period immediately preceding military
service.

Sec. 8. (1) For purposes of this section and section 9 of this act:

(_) Distributee means the member, the member's surviying spouse, or
the member's former spouse who is an alternate payee under a gu_ali_fi_ed
domgstic relations order as defined in section 414(p) _of the Internal Revenue

Code ;.

(b)_Direct zollover means a Qaymwuz_mu
eligible retirement plan or plans specified by the distributee:

(c)__Eligible retirement plan means (i) an individual retirement
account_described in_section 408(a) of the Internal Revenue Code. (ii) an
individual retirement annuity described in section 408(b) of the code, except
for an_endowment contract. (iii) a qualified trust described in section 401(a)
of the code. and (iv) an annuity plan descrlbgd in section 403(a)_of the code.
For _eligible rolloyer distributions to surviyi g spouse, _an eligible
retirement plan means only subdivisions (_l_(g)_(;) and (ii) of this section:

angd

(d) Ellgg,l_g‘_gl_].n_qgg distribution means any d;stmbutlon to
distributee of all or any portion of t bal the credit of ¢l the
distributee in the plan, except such term shall not :|.nc1ude any distribution
which is one of a series of sgbstanmally__gual periodic payments. nat less
frequently than annually, made for the life of the dlstrlbggee or joint lives
of the dlstrlbUtEE and the distributee's beneficiary or for the specified
period of ten years or more and shall not include any distribution to th
extent such distribution is reguired under section 401(a)(9) of the Inte
Revenue Code.

(2)_For distributions made to a distributee on or af nuar
1993, a distributee may elect to have any portion of an eligible rolle rolloyer
distribution paid directly to an eligible retirement plan specified by the
distributee.

(3)_ The board shall adopt and promulgate rules and regulations for
direct rollover procedures which are consistent with section 401(a)(31) of the
Internal Reyenue Code and which include, but are not limited to, the form and
time of direct rollover distributions.

Sec. 9. (1) The retirement system may accept cash rolloyer
contributions from a member who is making payment pursuant to section 7 of

this act if the contributions do not exceed the amount of payment required for
the service credits purchased by the member pursuant tg such section and t];._
contributions represent (a) all or any portion of the bala the member's
interest in a gualified trust under section 401(a) of the Internal Revenue
Code or (b) the interest of the member from an individual retirement account
or an individual retirement annuity the entire amount of which is
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attributable to a qualified total distribution, as defined in_the Internal
Revenue Code, from a gqualified trust under section 401(a) of the code and
a tax free rolloyer amount.  The member's interest under
ion (a) or (b) of this subsection must be transferred to the
retiremen;ﬁsyg;pm_w;;h'n_g}xty days from the date of the distribution from the
qualified trust individual retirement account, or individual retirement
annuity.

(2)__Cash transferred to the retirement system as a rollover
contribution shall be deposited as other payments for military service.

(3) The retirement system may accept direct rollover distributions
made from a gualified trust pursuant to section 401(a)(31) of the Internal
Revenue Code. The direct rollover distribution shall he deposited as all
aother payments under this section.

(4) The board shall adopt and promulgate rules and regulations
defining procedures for acceptance of rollovers which are consistent with
sections 401(a)(31) and 402 of the Internal Revenue Code.

Sec. 10. Section 23-2331, Revised Statutes Supplement, 1995, is
amended to read:

23-2331. Sections 23-2301 to 23-2316+02; 232312 +te 23-2317-
23-2319 &e 23-2327; end 23-2324 te 23-2332 and sections 7 to 9 of this act
shall be known and may be cited as the County Employees Retirement Act.

Sec. 11. Section 24-701, Reissue Revised Statutes of Nebraska, is
amended to read:

24-701. For purposes of seetionas 24-76% +to 24-734 the Judges
Retirement Act, unless the context otherwise requires:

(1) Fund shail meen means the Nebraska Retirement Fund for Judges;

(2) Judge skhall meen snd inelude means and includes (a) all duly
elected or appointed Chief Justices or judges of the Supreme Court and judges
of the district courts of Nebraska who shall serve in such capacity on and
after January 3, 1957, (b)(i) all duly appointed judges of the Nebraska
Workmen's Compensation Court who served in such capacity on and after
September 20, 1957, and prior to July 17, 1986, and (ii) judges of the
Nebraska Workers' Compensation Court who shall serve in such capacity on and
after July 17, 1986, (c) judges of separate juvenile courts, (d) judges of the
county courts of the respective counties who shall serve in such capacity on
and after January 5, 1961, except acting judges of the county court appointed
pursuant to section 24-507, (e) judges of the county court and clerk
magistrates who were associate county judges and members of the fund at the
time of their appointment as clerk magistrates, (f) judges of municipal courts
established by Chapter 26, article 1, who served in such capacity on and after
October 23, 1967, and prior to July 1, 1985, and (g) judges of the Court of
Appeals;

(3) Prior service shall mean means all the periods of time any
person has served as a (a) judge of the Supreme Court or judge of the district
court prior to January 3, 1957, (b) judge of the county court prior to January
5, 1961, (c) judge of the Nebraska Workmen's Compensation Court prior to
September 20, 1957, (d) judge of the separate juvenile court, or (e) judge of
the municipal court prior to October 23, 1967;

(4) Current service shal} mean means the period of service (a) any
judge of the Supreme Court or judge of the district court shall serve in such
capacity from and after January 3, 1957, (b)(i) any judge of the Nebraska
Workmen's Compensation Court served in such capacity from and after September
20, 1957, and prior to July 17, 1986, and (ii) any judge of the Nebraska
Workers' Compensation Court shall serve in such capacity on and after July 17,
1986, (c) any county judge shall serve in such capacity from and after January
5, 1961, (d) any judge of a separate juvenile court shall serve in such
capacity, (e) any judge of the municipal court shall have served in such
capacity subsequent to October 23, 1967, and prior to July 1, 1985, (£f) any
judge of the county court or associate county judge shall serve in such
capacity subsequent to January 4, 1973, (g) any clerk magistrate, who was an
asgociate county judge and a member of the fund at the time of appointment as
a clerk magistrate, shall serve in such capacity from and after July 1, 1986,
and (h) any judge of the Court of Appeals shall serve in such capacity on or
after September 6, 1991;

(5) Military service shai} meean means active service of (a) any
judge of the Supreme Court or judge of the district court in any of the armed
forces of the United States during a war or national emergency prior or
subsequent to September 18, 1955, if such service commenced while such judge
was holding the office of judge, (b) any judge of the Nebraska Workmen's
Compensation Court or the Nebraska Workers' Compensation Court in any of the
armed forces of the United States during a war or national emergency prior or
subsequent to September 20, 1957, if such service commenced while such judge
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was holding the office of judge, (c) any judge of the municipal court in any
of the armed forces of the United States during a war or national emergency
prior or subsequent to October 23, 1967, and prior to July 1, 1985, if such
service commenced while such judge was holding the office of judge, (d) any
judge of the county court or associate county judge in any of the armed forces
of the United States during a war or national emergency prior or subsequent to
January 4, 1973, if such service commenced while such judge was holding the
office of judge, (e) any clerk magistrate, who was an associate county judge
and a member of the fund at the time of appointment as a clerk magistrate, in
any of the armed forces of the United States during a war or national
emergency on or after July 1, 1986, if such service commenced while such clerk
magistrate was holding the office of clerk magistrate, and (f) any judge of
the Court of Appeals in any of the armed forces of the United States during a
war or national emergency on or after September 6, 1991, if such service
commenced while such judge was holding the office of judge. The board shall
have the power to determine when a national emergency exists or has existed
for the purpose of applying this definition and provision;

(6) Total years of service shei} meen means the total number of
years served as a judge, including prior service, military service, and
current service, computed to the nearest one-twelfth year;

(7)(a)__Compensation means Selary sheil mean the statutory salary of
a judge or the salary being received by such judge pursuant to law.
Compensation daes not include compensation for unused sick leave or unused
vacation leave converted to cash payments, insurance premiums converted into
cash payments, reimbursement for expenses incurred, fringe benefits, or
bonuses for services not actually rendered, ingluding, but ngt limited to.
early retirement inducements cash awards, and severance pay, exggg__fgg

etrgact;yg salary payments paid pursuant to court order arbitration or
litigation and qgrievance settlements. Compensation includes overtime pay.
member retirement contributions, and amounts contributed by the member to
plans__under sggglgng 125 and 457 of the Internal Revenue Code or any other
section of the gode which defers or gx;ludes such amounts from 1nc0me

(b) Compensation in excess of the limitations set forth in section
401(a)(17) of the Internal Revenue Code shall be disregarded. For an employee

who was a member of the retirement system before the first plan year beginning

after December 31, 1995, the limitation on compensation shall not be less than
the amount which was allowed to he taken into account under the retirement
system as in effect on July 1, 1993:

(8) Beneficiary shell mean means a person so designated by a judge
in the 1last written designation of beneficiary on file with the board or, if
no designated person survives or if no designation is on file, the estate of
such judge;

(9) Normal form annuity shall meen means a series of equal monthly
payments payable at the end of each calendar month during the life of a
retired judge as provided in sections 24-707 and 24-710. The first payment
shall include all amounts accrued since the effective date of the award of the
annuity. The last payment shall be at the end of the calendar month in which
such judge dies. If at the time of death the amount of annuity payments such
judge has received is less than contributions to the fund made by such judge,
plus regular interest, the difference shall be paid to the beneficiary or
estate;

(10) Board she}t mean means the Public Employees Retirement Board;

(11) Member shail mean means a judge eligible to participate in the
retirement system established under seetioms 24-70% te 24-714 the Judges
Retirement Agt:

(12) Original member shaii mean means a judge who first served as a
judge prior to December 25, 1969, who does not elect to become a future member
pursuant to subsection (8) of section 24-703 or section 24-710.01, and who was
retired on or before December 31, 1992;

(13) Future member shei} mean means a judge who first served as a
judge on or after December 25, 1969, or shail meen means a judge who first
served as a judge prior to December 25, 1969, who elects to become a future
member on or before June 30, 1870, as provided in subsection (8) of section
24-703 or section 24-710.01;

(14) Final average compensation shall meean means the average monthly
compensation for the 32ast three years twelve-month periods of service as a
judge in which compensation was the greatest or, in the event of a judge
serving less than three yests twelve-month periods. the average monthly
compensation for such judge's period of service;

(15) Regular interest shall meen means the rate of interest earned
each fiscal year commencing July 1, 1974, as determined by the board in
conformity with actual and expected earnings on its investments, which may be
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credited monthly, gquarterly, semiannually, or annually as the board may
direct;

(16) Normal retirement date shall meen means the first day of the
month following attainment of age sixty-five; and

(17) Actuarial equivalence shail mean means the equality in value of
the aggregate amounts expected to be received under different forms of
payment. The determinations are to be based on the 1971 Group Annuity
Mortality Table reflecting sex-distinct factors blended using seventy-five
percent of the male table and twenty-five percent of the female table. An
interest rate of seven percent per annum shall be reflected in making these
determinations.

Sec. 12. Sections 24-701 to 24-714, sections 14 to 16 of this act,
and this section shall be kngwn _and may be cited as the Judges Retirement Act.

Sec. 13. Section 24-704, Reissue Revised Statutes of Nebraska, is
amended to read:

24-704. The general administration of the retirement system for
judges provided for in seetiens 24-701 te 24-714 the Judges Retirement Act.,
except the investment of funds, is hereby vested in the board. The Atterney
6eneral shail be the legal adviser ef the beard: The Auditor of Public
Accounts shall make an annual audit of the retirement system and file an
annual report of its condition with the Clerk of the Legislature. Each member
of the Legislature shall receive a copy of the annual report by making a
request for such report to the Auditor of Public Accounts. The board shall
adopt and promulgate rules and regulations as may be necessary to carry out

the Judges Retirement Act. seetiens 24761 to 24-714 whieh shall imelude
previsiens defining what constitutes ecempensatien of = member eof the
retirement system fer purpeses eof asueh seetiens- Fhe definition eof

compensatten shail include base salary or weges peid by the employer te the

yee; ineluding overtime pay for services rendereds; and any other ameunts
deEerntned by the beard te appropriately constitute compensations
€ompenaation in excess of the Himitakiens set forth in seetion 401(a){i?) of
the Internal Revenue Code shail be disregarded- For en employee who was =&
member ef the retirement aystem befere the fimst plsn year beginning efter
Beeember 31; 1995, the limitation on compensation shell not be less &hen the
amount witich was allewed to be teken inte aecount under the retirement ayatem
&% in cifcct en duly 3y 1553+

The board shall employ a director and such assistants and employees
as may be necessary to efficiently discharge the duties imposed by sueh
seekiens the act. The director shall keep a record of all acts and
proceedings taken by the board. He or she shall keep a complete record of all
members with respect to name, current address, age, contributions, length of
service, compensation, and any other facts as may be necessary in the
administration of sueh seetiens the act. For the purpose of obtaining such
facts, the director shall have access to the records of the various state
departments and agencies. A certified copy of a birth certificate or delayed
birth certificate shall be prima facie evidence of the age of the person named
in the certificate.

Any funds of the retirement system available for investment shall be
invested by the Nebraska Investment Council pursuant to the Nebraska Capital
Expansion Act and the Nebraska State Funds Investment Act. Payment. for
investment services by the council shall be charged directly against the gross
investment returns of the funds. Charges so incurred shall not be a part of
the board's annual budget request. The amounts of payment for such services,
as of December 31 of each year, shall be reported not later than March 31 of
the following year to the council, the board, and the Nebraska Retirement
Systems Committee. The state investment officer shall sell any such
securities upon request from the director sc as to provide money for the
payment of benefits or annuities.

Sec. 14. Under such rules and requlations as the retirement board
adopts and promulgates, any judge yho is reemployed on or after December 12,
1994, pursuant to 38 U.S.C. chapter 43, shall be treated as not having
incurred a break in service by reason of his or her period of military
service. Such military service shall be credited for purposes of determining
the nonforfeitability of the member's accrued benefits and the accrual of
benefits under the plan. The state shall be liable for funding any obligation
of the plan to proyide benefits based upon such period of military service.

Sec. 15. (1) For purposes of this section and section 16 of this

act:

{a) Distributee means the member, the member's surviving spouse. or
the member's former spouse who is an alternate payee under a qualified

domestic relations grder as defined in section 414(p) of the Internal Revenue
Code;
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(b) ;xgg;_xgllgygr means a payment by the retirement system to the

eligible retirement plan or plans specified by the distributee:
(g)__Eligible retirement plan means (i) an indiv'gua}_;g;i;gmgg;
account described in section 408(a) of the Internal Revenue Code, (ii) an
individual retirement annuity descr1bed in sectlon 408(b)_of the code excegt

for an endowment contract, (iii) a g ied described in section 1(a)
of thg_code. and_{iv)_an_annuity gw_@;&) of the code.

For eligible rollover distributions to a surviving spouse, an eligible
retirement plan means only subdivisions (1)(c)(i) and (ii) of this section;
and

(d)_Eligible rollover distribution means any distribution to a
distributee of all or any portion of the balance to the credit of the
distributee_in the plan. except such term shall not include any distribution
which is one of a series of substantially equal periodic payments., not less
freguently than_annually. made for the life of the distributee or joint lives

of the distributee and the distributee's beneficiary or for the specified
period of ten years or more and _shall not include any distribution to the
extent such distribution is required under section 401{a)(9) of the Internal
Revenue Code.

2) For di ib; tributee on or after January 1

1993, a distributee may elect to have any portion of an eligible rollover

distribution paid directly to an eligible retirement plan specified by the
distributee.

(3)_ The board shall adopt and promulgate rules and regulations for
direct rollover procedures which are consistent with section 401(a)(31) of the
Internal Revenue Code and which include. but are not limited to, the form and
time of direct rollover distributions.

Sec. 16. (1)__The retirement system may accept cash rollgver
contributions from a member who is making_payment pursuant to section 24-706

the contributions do not exceed the amount of payment re regg;:;d_fgz_;h_
serv1gg credits purchased by the member pursuant to such section and ;hg
contributions represent (a) all or any portion of the balance of the mem ber's

1nterest in a qualified trust under section 401(a) of the Internal Reyenue
Code (b)_the interest of the member from an individual retirement account
or n ;nd;yldual retirement annuity, the entire amount of which is
attributable to a gualified total distribution. as defined in the Internal
Revenue Code, from a qualified trust under section 401(a) $f the code and
guallflgd as a tax-free rollover amount. The member's interest under

subdivision (a) ar (b) of this subsection must be transferred to the
gt1remeng system within sixty days from the date of the distribution from the
qualified trust, individual retirement account, or individual retirement

annuity.
(2)__Cash transferred to the retirement system as a K
contribution shall he deposited as other payments for service credits.
(3)__The retirement system may accept direct rollover distributions
made from a qualified trust pursuvant to section 401L_)(31) of the Internal

Revenue Code. The direct rollover distribution shall be deposited as all
gther payments under this section.

(4) The bpard shall adopt and promulgate rules and regulations
defining procedures for acceptange of rollgyvers which are consistent with

sections 401(a)(31) and 402 of the Internal Revenue Code

Sec. 17. Section 24-710.03, Reissue Revised Statutes of Nebraska,
is amended to read:

24-710.03. Any future member who has served as a judge for eighteen
years but less than twenty years prior to July 15, 1992, and who has, prior to
such date, contributed and earned the maximum beneflt pursuant to subsection
(2) of section 24-710 may purchase up to two years of service credit in order
to qualify for the maximum benefit in effect after July 15, 1992. Service
credit may only be purchased for actual time served as a judge. The amount to
be paid shall not exceed the amount the member would have paid into the system
based on the sgslery compensation and two years of service immediately
following the year in which the member reached the maximum benefit in effect
prior to July 15, 1992, plus the interest on that amount which would have
accrued under the retirement system provided by seetiens 24-781 te 24-71i4 the
Judges Retirement Act. Any payment made pursuant to this section by a member
to qualify for the maximum benefit in effect after July 15, 1992, shall be
received by the retirement system office by December 31, 1993. Any such
payment shall be made in a single lump sum.

This section shall not apply to any member who retires prior to July
15, 1992.

Sec. 18. Section 72-1237, Revised Statutes Supplement, 1994, is
amended to read:
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72-1237. There is hereby created the Nebraska Investment Council,
referred to in the Nebraska State Funds Investment Act as the council. The
council shall consist of five members, appointed by the Governor with the
approval of the Legislature, and the State Treasurer and the director of the
Nebraska Public Employees Retirement Systems as & nonvoting, ex officio member
members. One of the appointed members shall be designated chairperson by the
Governor.

Each of the appointed members of the council shall serve for a term

of five years and may be removed by the Governor for cause after nptice and an
opportunity to be heard. The term of any appointed member shall be extended

until the date on which his or her successor's appointment is effective. A
member may be reappointed. A successor shall be appointed in the same manner
as provided for the members first appointed, and in case of a vacancy caused
by death, resignation, or otherwise, the Governor shall appoint a gqualified
person to fill the vacancy for the unexpired term.

No member of the council shall be personally liable, except in cases
of willful dishonesty, gross negligence, or intentional violation of law, for
actions relating to investment decisions pertaining to fumds the assets of the
retirement systems invested by the council.

Sec. 19. Section 72-1238, Reissue Revised Statutes of Nebraska, is
amended to read:

72-1238. The appointed members of the council shall hayve at least
ten years of experience in the financial affairs of a public or private
organization or have at least five years of experience in the field of
inyestment management or analysis. The members serving on the operative date
of this section shall serve for the remainder of their five-year terms which
will be extended until the date on which the successor's appointment is
effective. be persens of geod character end high stending in the iy
whe ere well knewn for their judgment and experienee in business and finaneial
affairs~

Sec. 20. Section 72-1239, Revised Statutes Supplement, 1994, is
amended to read:

72-1239. The purpose of the council shei} be is to formulate and
establish such policies as it may deem necessary and proper which shall govern
the methods, practices, and procedures followed by the state investment
officer for the investment or reinvestment of state funds and funds described
in section 83-133 and the purchase, sale, or exchange of securities as
provided by this act. The council shall meet from time to time as directed by
the Governor or the chairperson or as requested by the state investment
officer. The members of the council, except the State Treasurer and the
director of the Nebraska Public Employees Retirement Systems, shall be paid
twenty dollars per diem, and all members shall be reimbursed for their actual
and necessary expenses incurred in connection with the performance of their
duties as members as provided in sections 81-1174 to 81-1177.

Sec. 21. (1) _The appointed memhers of the Nebraska Inyestment

Council shall have the responsibility for the investment management of the
assets of the retirement systems administered by the Public Employees
Retirement Bgard as provided in section 84-1503, shall be deemed fiduciaries
with respect to the investment of the assets of the retirement systems, and

shall be held to the standard of conduct of a f;dgglary_gpgg1f1gg in
subsection (2) of this sectign. The nonveting, ex offi memher of the

council_shall not be deemed fiduciaries.

(2) As fiduciaries, the appointed members of the council and the
state investment officer shall discharge their dugles with respect to the
assets of the retirement systems solely in the interests of the members and
beneficiaries of the retirement systems for the exclusive purposes of’
providing_ benefits to members and m.embsrs_b.engmiar_i:.s_am_mmg

reasonable expenses incurred within the 11m1ggt10ns according to the
powers duties, and purposes prescribed by law. The 32901nted members of the
council shall act with the care, skill, prudence, and diligenge under the
circumstances then prevailing that a | g:gdent person_acting in like ca ggglty
and familiar with such matters would use in the conduct of an enterprise of
like character and with like aims by diversifying the investments of the
assets of the retirement systems so as to minimize risk of large lgsses.
unless in light of such circumstances it is clearly prudent not to do so. No
assets of the retirement systems shall be invested or reinvested if the sole
or primary investment obiective is for economic development or saocial purposes
or objectives.

Sec. 22. Section 72-1240, Reissue Revised Statutes of Nebraska, is
amended to read:

72-1240. The council shall appoint a state investment officer The

294 -10-



LB 847 LB 847

the Legislature. The state investment officer shall be a person well
qualified by training to administer and invest the money available for
investment under the provisions of this act, and he or she shall have
apprepriate at least five years of experience in the management of investment
portfolios. His The state investment officer's salary shall be fixed by the
council at not less than twenty-five thousand dollars per year. He The state
investment officer shall serve without term and may be removed for cause by
the council.

Sec. 23. Section 72-1242, Reissue Revised Statutes of Nebraska, is
amended to read:

72-1242. The state investment officer shall employ sueh qualified
personnel as may be required to assist him in the performance of his carry aut
the duties and_ responsibilities reguir un the Nebraska State Funds
Inyestment Act. Such employees shall be deemed state employees and covered by
the State Personnel System pursuant to sections 81-1301 to 81-1368 and_ other
personnel rules or regulations. At the discretion of the Nebraska Investment
Council. inyestment managers who are employees of the council may be exempted
from the State Personnel System. The state investment officer shall be exempt
from__the State Personnel System. All employees shall comply with state
accounting _regulations and applicable state and federal laws in the discharge
of their duties. With the approval of the Governor, the state investment
officer may retain counsel, auditors, financial advisors and private
consultants on a contract basis or otherwise to render such professional
service or advice as he or she may require in the performance of his or her
duties.

Sec. 24. Section 72-1243, Revised Statutes Supplement, 1994, is
amended to read:

72-1243. (1) Except as otherwise specifically provided by law, the
state investment officer shall direct the investment and reinvestment of money
in all state funds not currently needed and all funds described in section
83-133 and order the purchase, sale, or exchange of securities for such funds.
He or she shall notify the State Treasurer of any payment, receipt, or
delivery that may be required as a result of any investment decision, which
notification shall be the authorization and direction for the State Treasurer
to make such disbursement., receipt, or delivery from the appropriate fund.

(2) The council and the Public Employees Retirement Board shall
jointly have an analysis made of the investment return that has been achieved
on the assets of each retirement system administered by the board as provided
in section 84-1503. By March 1 of each year, the analysis shall be presented
to the Nebraska Retirement Systems Committee.

(3)_ By March 1 of each year., the council shall prepare a written
plan of action and shall present such plan to the Nebraska Retirement Systems
Committee at a public hearing. The plan shall include. but not be limited to.
the council's investment policy portfolio, investment stxategies, the duties
of the state investment officer and limits on his or her authority, and an
organizational structure of the council's office.

Sec. 25. Section 72-1260, Revised Statutes Supplement, 1994, is
amended to read:

72-1260. Sections 72-1237 to 72-1260 and section 21 of this act
shall be known and may be cited as the Nebraska State Funds Investment Act.

Sec. 26. Section 79-1043, Revised Statutes Supplement, 1995, is
amended to read:

79-1043. (1) Any member who is eligible for reemployment on or
after December 12, 1994, pursuant to 38 YvrSw€+ €hepter 437 38 U.S.C. chapter
43, as amended, or is eligible for reemployment under sections 55-160 to
55-163 may pay to the system after the date of his or her return from active
military service, and within the period required by law, not to exceed five
years, an amount equal to the sum of all deductions which would have been made
from the salary which he or she would have received during the period of
military service for which creditable service is desired. If such payment is
made, the member shall be entitled to credit for membership service in
determining his or her annuity for the period for which contributions have
been made and the board shall be responsible for any funding necessary to
provide for the benefit which is attributable to this increase in the member's
creditable service. The member's payments shall be paid as the trustees may
direct, through direct payments to the system or on an installment basis
pursuant to a binding irrevocable payroll deduction authorization between the
member and the school district. Creditable service may be purchased only in
one-half-year increments, starting with the most recent year's salary.

(2) Under such rules and regulations as the board may prescribe, any
member who was away from his or her position while on a leave of absence from
such position authorized by the school board or board of education of the
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school district by which he or she was employed at the time of such leave of
absence or pursuant to any contractual agreement entered into by such school
district may receive credit for any or all time he or she was on leave of
absence. Such time shall be included in creditable service when determining
eligibility for death, disability, termination, and retirement benefits. The
member who receives the credit shall earn benefits during the leave based on
salary at the level received immediately prior to the leave of absence. Such
credit shall be received if such member pays into the system an amount equal
to the sum of the deductions from his or her salary for the portion of the
leave for which creditable service 1is desired, any contribution which the
school district would have been required to make for the portion of the 1leave
for which creditable service is desired had he or she continued to receive
salary at the level received immediately prior to the leave of absence, and
regular interest on these combined payments from the date such deductions
would have been made to the date of repayment, with such amounts to be paid as
the trustees may direct through direct payments to the system or on an
installment basis pursuant to a binding irrevocable payroll deduction
authorization between the member and the school district over a period not to
exceed five vyears from the date of the termination of his or her leave of
absence. Interest on any delayed payment shall be at the rate of regular
interest. Creditable service may be purchased only in one-half-year
increments, starting with the most recent year's salary, and if payments are
made on an installment basis, creditable service will be credited only as
payment has been made to the system to purchase each additional one-half-year
increment. Leave of absence shall be construed to include, but not be limited
to, sabbaticals, maternity leave, exchange teaching programs, full-time leave
as an elected official of a professional association or collective-bargaining
unit, or leave of absence to pursue further education or study. A leave of
absence granted pursuant to this section shall not exceed four vyears in
length, and in order to receive credit for the leave of absence, the member
must return to employment with the Class V school district within one year
after termination of the leave of absence.

Sec. 27. Section 79-1501, Reissue Revised Statutes of Nebraska, is
amended to read:

79-1501. For purposes of the School Employees Retirement Act,
unless the context otherwise requires:

(1) Accumulated contributions ahaslii meen means the sum of all
amounts deducted from the compensation of a member and credited to his or her
individual account in the School Retirement Fund together with regular
interest thereon, compounded monthly, quarterly, semiannually, or annually;

(2) Beneficiary shal} mean means any person in receipt of a school
retirement allowance or other benefit provided by the act;

(3) Member shail meen means any person who has an account in the
School Retirement Fund;

(4) County school official shail mean means the county
superintendent or district superintendent and any person serving in his or her
office who is required by law to have a teacher's certificate;

(5) Creditable service shal} meean means prior service for which
credit is granted under sections 79-1515 to 79-1518 plus all service rendered
while a member of the retirement system and shai} inelude includes working
days, sick days, vaeation days, holidays, and any other leave days for which
the employee is paid regular wages as part of the employee's agreement with
the employer. Creditable service ahail does not include lump-sum payments to
the employee upon termination or retirement in lieu of accrued benefits for
such days;

(6) Disability retirement allowance she}t* mean means the annuity
paid to a person upon retirement for disability under section 79-1524;

(7) Employer she:: meen means the State of Nebraska or any
subdivision thereof or agency of the state or subdivision authorized by law to
hire school employees or to pay their compensation;

(B) Fiscal year sheill meen means any year beginning July 1 and
ending June 30 next following;

(9) Regular interest shei} mean means interest at such a rate as
shall be determined by the retirement board in conformity with actual and
expected earnings on its investments;

(10) Junior school employee shail mean means a school employee who
has not arrived at his or her twenty-first birthday anniversary on August 15
preceding;

(11) Present senior school employee ahall mean means a senior school
employee who was employed within the State of Nebraska on September 1, 1945;

(12) School employee shai} mean means a contributing member who
acquires five hundred sixteen hours or more of service in a fiscal year and
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thereby earns one-half year of service credit. A contributing member who
acquires one thousand thirty-two hours or more of service in a fiscal year
shall earn one year of service credit. For purposes of this subdivision,

contributing member shal! mean mneans the following persons who receive
compensation from a public school: (a) Regular teachers and administrators
employed on a written contract basis; (b) regular employees, not certified,
hired upon a full-time basis which contemplates a workweek of not less than
thirty hours; and (c) part-time employees hired on a workweek of not less than
fifteen hours;

(13) Prior service shall mesn means service rendered as a school
employee in the public schools of the State of Nebraska prior to July 1, 1945;

(14) Public school shall mean means any and all schools supported by
public funds and wholly under the control and management of the State of
Nebraska or any subdivision thereof, including schocls or other entities
established, maintained, and controlled by the school boards of local school
districts and schools under the control and management of the Board of
Trustees of the Nebraska state eotleges State Colleges or the Board of Regents
of the University of Nebraska, any educational service unit, and any other
educational institution wholly supported by public funds;

(15) Retiregent shall mean means gqualifying for and accepting a
school or disability retirement allowance granted under the act;

(16) Retirement board or board shall mean means the Public Employees
Retirement Board;

(17) Retirement system sheil meen means the School Retirement System
of the State of Nebraska;

(18) Required deposit shall meean means the deduction from a member's
compensation as provided for in section 79-1531 which shall be deposited in
the School Retirement Fund;

(19) School year shal} mean means one fiscal year which shail
inelude includes not less than one thousand thirty-two instructional hours or,
in the case of service in the State of Nebraska prior to July 1, 1945, not
less than seventy-five percent of the then legal school year;

(20) Senior school employee shaii mean means a school employee who
has arrived at his or her twenty-first birthday anniversary on August 15
preceding;

(21) Service shall mesn means service as a school employee;

(22) School retirement allowance shali: mean means the total of the
savings annuity and the service annuity or formula annuity paid a person who
has retired under sections 79-1520 to 79-1522.02, 79-1522.04, and 79-1522.05.
The monthly payments shall be payable at the end of each calendar month during
the life of a retired member. The first payment shall include all amounts
accrued since the effective date of the award of annuity. The last payment
shall be at the end of the calendar month in which such member dies;

(23) Service annuity sheil mean means payments for life, made in
equal monthly installments, derived from appropriations made by the State of
Nebraska to the retirement systenm;

(24) State deposit shall mean means the deposit by the state in the
retirement system on behalf of any member;

(25) State school official shall mean means the Commissioner of
Education and his or her professional staff and the assistant commissioner of
education in charge of vocational education and his or her professional staff;

(26) Savings annuity shel} meen means payments for life, made in
equal monthly payments, derived from the accumulated contributions of a
member;

(27) Emeritus member shall meen means a person (a) who has entered
retirement under the provisions of the act, including those persons who have
retired since July 1, 1945, under any other regularly established retirement
or pension system as contemplated by section 79-1512, (b) who has thereafter
been reemployed in any capacity by a public school in Nebraska or has become a
state school official or county school official subsequent to such retirement,
and (c) who has applied to the board for emeritus membership in the retirement
system. The school district or agency shall certify to the retirement board
on forms prescribed by the retirement board that the annuitant was reemployed,
rendered a service, and was paid by the district or agency for such services;

(28) Primary carrier shell meesn means the life insurance companies
and trust companies designated as the underwriter or trustee of the retirement
system;

(29) Actuarial equivalent shal} meen means the equality in value of
the aggregate amounts expected to be received under different forms of
payment. The determinations shall be based on the 1971 Group Annuity
Mortality Table reflecting sex-distinct factors blended using twenty-£five
percent of the male table and seventy-five percent of the female table. An
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interest rate of seven percent per annum shall be reflected 1in making these
determinations except when a lump-sum settlement is made to an estate. If the
lump-sum settlgment is made to an estate, the interest rate will be determined
by the Moody's Triple A Bond Index as of the prior Junme 30, rounded to the
next lower quarter percent;

(30) Retirement date sheil mean means the first day of the month
following the date upon which a member's request for retirement is received on
an application form provided by the retirement system if the member has ceased
employment in the school system. An application may be filed no more than
ninety days in advance of the date on which a member ceases employment in the
school system;

(31) Disability retirement date shell mean means the first day of
the month following the date upon which a member's request for disability
retirement is received on an application form provided by the retirement
system if the member has ceased employment in the school system and has
complied with sections 79-1523 to 79-1526 as such sections refer to disability
retirement; snd

(32) Retirement application form shall meean means the form approved
by the retirement system for acceptance of a member's request for either
regular or disability retirement; and

(33)(a) Compensation means qross wages or salaries payable to the
member for personal services performed during the plan year. Compensation
does not include compensation for unused sick leave or unused yacation leave
converted to cash payments, insurance gremlums converted into cash p msnni,
reimbursement for expenses incurred. frinae benefits, or bonuses for seryices
not actually rendered., including, but not limited to, early retirement
inducements, cash awards and severance pay, except for retroactive salary
payments paid pursvant to court order, arbitration, or litigation and
arievance settlements. Compensation includes overtime pay., member retirement
contributions, and amounts contributed by the member to plans under sectigns
125, 403(b). and 457 of the Internal Revenue Code or any other section of the
ggg__uhlch defers or excludes such amounts from 1ncome

(b) Comgensat1on in excess of t forth ion
401¢a)(17) of the Internal Revenue Code shall be dlsregarged Fgr an employee
who was a member of the retirement system before the first plan year beqinning

r 31, 1995, the limitation on compensation shall not be less than
the amount which was allowed to be taken into account under the retirement
system as in effect on July 1, 1993.

Sec. 28. Section 79-1501.01, Revised Statutes Supplement, 1995, is
amended to read:

79-1501.01. Sections 79-1501 to 79-1567 and sections 31 and 32 of
this act shall be known and may be cited as the School 'Employees Retirement
Act.

Sec. 29. Section 79-1503, Revised Statutes Supplement, 1995, is
amended to read:

79-1503. The general administration of the School Retirement System
of the State of Nebraska, except the investment of funds, is hereby vested in
the retirement board. The board shall, by a majority vote of its members,
adopt bylaws and adopt and promulgate rules and regulations, from time to
time, to carry out the School Employees Retirement Act. whieh shail inelude
previsiens defining what constitutes ecempensation of & member ef the
retirement system fer purposes ef the eet: The definition of cempensation
shal}l ineiude base salary er wages paid by the emploeyer +o the
ineiﬁdtng evertime pay for services renderedry and eny other ameunts deearmined
by the beard to apprepristely eonstitute eempensations Cempensatien in exeess
ef the Ilimitatiens set forth in seetion 401¢(a)¢1?) of the Internal Revenue
€ode shall be disregarded. For an employee whe was e member ef the retirement
aystem before the first plan yeer beginning after Deeember 33; 19555 £he
iimitatien on ecompensation shall not be less than the ameunt which was allewed
to be trken inte acceunt under the retirement system s in effeet en July i+
1993+ The board shall perform such other duties as may be required to execute
the provisions of the act.

Sec. 30. Section 79-1515, Reissue Revised Statutes of Nebraska, is
amended to read:

79-1515. (1) Under such rules and regulations as the retirement
board adopts and promulgates, each person who was a school employee at any
time prior to the establishment of the retirement system and who becomes a
member of the retirement system shall, within two years after becoming a
member, file a detailed statement of all service as a school employee rendered
by him or her prior to the date of establishment of the retirement system. 1In
order to qualify for prior service credit toward a service annuity, a school
employee, unless temporarily out of service for  further professional
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education, for service in the armed forces, or for temporary disability, must
have completed four years of service on a part-time or full-time basis during
the five calendar years immediately preceding July 1, 1945, or have completed
eighteen years out of the last twenty-five years prior to July 1, 1945, full
time or part time, and two years out of the five years immediately preceding
July 1, 1945, full time or part time, or such school employee must complete,
unless temporarily out of service for further professional education, for
service in the armed forces, or for temporary disability, four years of
service within the five calendar years immediately following July 1, 1945. 1In
order to qualify for prior service credit toward a service annuity, a school
employee who becomes a member of the School Retirement System of the State of
Nebraska on or before September 30, 1951, or from July 1, 1945, to the date of
becoming a member shall have been continuously employed in a public school in
Nebraska operating under any other regularly established retirement or pension
system.

(2) Any person who, after having served or signing a contract to
serve as a school employee, entered into and served or enters into and serves
in the armed forces of the United States during a declared emergency or was
drafted under a federal mandatory draft law into the armed forces of the
United States during a time of peace, as described and prescribed under such
rules and reqgulations as the retirement board adopts and promulgates, and wha,
within three calendar years after honorable discharge or honorable separation
from active duty or within one year from the date of completion of training
provided in the Servicemen's Readjustment Act of 1944 or Veterans Readjustment
Assistance Act of 1952, became or becomes a school employee shall be credited,
in determining benefits due such member from the school retirement system, for
a maximum of feur years or a& maximum of five years if the fifth year is at the
request and fer the convenience of the federal government of the time actually
served in the armed forces as if such person had been a school employee
throughout such time.

(3)__Under such rules and requlations as the retirement gggﬂ_idgg;_

and promulgates, any school employee who is reemployed on or af mber
12, 1994, pursuant to 38 U.S.C. chapter 43, shall be treated as not having
1ncurred a break in _service by reason of hlS or her period of military
servi nilitary service shall be credited for purposes of determining

the nonfgrfeltab111ty of the member's accrued benefits and the accrual of
benefits wunder the plan. The employer shall be liable for funding any
obligation of the plan to provide benefits based upon such perigd of military
service.

(4) Retirement benefits for persons who have retired prior to April
18, 1992, shall not be affected by changes made to this section which become
effective on such date.

Sec. 31. (1) For purposes of this section and section 32 of this

(3) Distributee means the member, the member's surviving spouse,
the member's former spouse who is an alternate payee under a guallfled
domestic relations order as defined in section 414(p) of the Internal Revenue
Cade;

act:

(b)_Direct rollover means a payment by the retirement system to the
gligible retirement plan or plans specified by the distributee:
(c)_Eligible retirement plan means (i) an individual retirement
account described in section 408(a) of the Internal Revenue Code, (ii) an
individual retirement annuity described in section 408(b) of the code except
for an endowment contract, (iii) a gualified trust described ip section 401(a)
of the code, and (iv) an annuity plan described in section 403(a) of the code.
For eligible rollover distributions to a surviving spouse, an e11g1ble
retirement plan means only subdivisions (1)(c)(i) and (ii) of this section:

and

(d)__Eligible rollover distribution means any distribution to a

distributee of all or any portion of the balance to the credit of the
distributee in the plan, except such term shall not include any distribution
which is one of a series of substantially equal periodic payments, not less

frequently than annually, made for the life of the distributee or joint lives
of the distributee and the distributee's heneficiary or for the specified
period of ten years or more and shall not include any distribution to the
extent such distribution is required under section 401(a)(9) of the Internal
Revenue Code.

(2)__For distributions made to a distributee on or after January 1,
1993, a distributee may elect to have any portion of an eligible rollower
distribution paid directly tao an eligible retirement plan specified by the
distributee.

(3) _The board shall adopt and promulgate rules and regulations for
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direct rollover procedures which are consistent with section 401(a )(31) of the
Internal Revenue Code and which include, but are not limited to, the form and

Sec. 32. (1) The retirement system may accept cash rollover
contributions from a_member who_is_making payment pursuant to sections 79-1514
and 79-1522 if the contributions do not exceed the amount of payment required
for_the service credits purchased by the member pursuant to such sections__ and
the contributions represent (a) all or any portion of the balance of the

member's_interest in_a gualified trust under section 401(a) of the JInterpal
Revenue Code or (b) the interest of the member from an_ individual retirement
account or_an_individual retirement annuity. the entire amount of which is
attributable to a qualified total distribution, as defined in the Internal
Revenue Code, from a gqualified trust under section 401(a) of the code and
qualified as a tax-free rollover amount. The member's interest under
subdivision (a) or (b) of this subsection must be transferred to_  the
retirement system within sixty days from the date of the distribution from the
qualified trust, indiyidual retirement account, or ipndividual retirement
annuity.

(2)__Cash_ transferred_ to the retirement system as__a_ rollover
contribution shall be deposited as other payments for service credits.

(3) The retirement system may accept direct rollover distributions
made from a qualified trust pursuant to section 401(a)(31) of the Internal
Reyenue _Code. The direct rollover distribution shall be deposited as all
other payments under this section.

(4)_The board _shall adopt and promulgate rules_and regulations
efining procedures for acceptance of rollovers which are consistent with
sections_401(a)(31) and_402 of the Internal Reyenue Code,

Sec. 33. Sections 81-2014 to 81-2036, sections 39 and 40 of this
act., and_this section shall be known and may be cited as the Nebraska_ State
Patrol Retirement Act.

Sec. 34. Section 81-2014, Revised Statutes Supplement, 1995, is
amended to read:

81-2014. For purposes of seetiens 81-2014 teo 81—2036 the Nebraska
State Patrol Retirement Act:

(1) Actuarial equivalent shall mean means the equality in value of
the aggregate amounts expected to be received under different forms of payment
or to be received at an earlier retirement age than the normal retirement age.
The determinations shall be based on the 1983 Group Annuity Mortality Table
reflecting sex-distinct factors blended using seventy-five percent of the male
table and twenty-five percent of the female table. An_interest rate of seven
per_ggg;__g_er_g_nnum_sha_ll_be_r_ef_l_e_c,ted_in_making_the_de_grnlina,tmns_unhil_such
percent is amended by the Legislature:

(2) Board shall mean means the Public Employees Retirement Board;

o

and

43y (3)(a)_Compensation_means_gross wages_or salaries pavable to the
member for personal services performed during the plan year. Compensation
does not include insurance premiums conyerted into cash___payments.,
reimbursement. for expenses incurred, fringe benefits, or bonuses for services
not actually rendered. _including. but not limited to, early retirement

inducements cash awards, _and severance pay. except for retroactive salary
payments paid pursuant to court order. arbitration. or litigation and
grievance settlements. For any officer employed after January 4, 13879,
compensation does not include compensation for unused sick leave or unused
yacation leave converted to cash payments, Compensation includes overtime
pay. member retirement contributions, and amounts contributed by the member to
plans under sections 125 and 457 of the Internal Revenue Code or any other
section of the code which defers or excludes such amounts from income.

(b)__Compensation _in excess of the limitations set forth in section
401(a)(17)_of the Internal Revenue Code shall be disregarded. FEaor an employee
who was a member of the retirement system before the first plan year beginning
after December 31, 1995, the limitation on compensation shall not be less than
the amount which was allowed to be taken into account under the retirement
system as in effect on July 1, 1993;: and

(4) Officer shei} mean means an officer provided for in sections
81-2001 to 81-2009.

Sec. 35. Section 81-2019, Revised Statutes Supplement, 1995, is
amended to read:

81-2019. The general administration of the Nebraska State Patrol
Retirement System, except the investment of funds, is hereby vested in the
board. The board shall adopt and promulgate rules and regulations as may be
necessary to carry out the Nebraska State Patrol Retirement Act. seetions
81-2014 te 81-2036 whieh sheil inelude previsienrs definming what constitutes
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compensation of & member of the retiremenkt system £for purpeses of sueh
seetiona— The definitien of compensatien shell inelude base salary er wages
paid by the empleyer to the empleyee; ineluding evertime pay for serviees

—~ and eny other amounts determined by the board to eppreprietely
eonstitute compenastion but ahall not inelude the enpense allewanee provided
in section 81-2002: Eompensation in execess of the limitations set ferth in
seetien 491(a)(17) of the Internal Revenue Code shall be disregarded: For en
employee whe was a member of the retirement system before the first plan year
beginning after Deeember 31— 1995, the limitation on cempensation shail net be
less then the emount which was allowed to be ¢aken inte sacceunt under the
retivement gystem a8 in effeet omr July i 1993+ The board shall employ a
director and such assistants and employees as may be necessary to efficiently
discharge the duties imposed by aeetiens 81-2014 o 81-2636 the act.

Sec. 36. Section 81-2024, Reissue Revised Statutes of Nebraska, is
amended to read:

81-2024. The system may sue or be sued in the name of the system,
and in all actions brought by or against it, the system shall be represented
by the Attorney General. whe shall aise be the legel edvisor for the system—

Sec. 37. Section B1-2026, Reissue Revised Statutes of Nebraska, 1is
amended to read:

81-2026. (1) Any officer qualified for an annuity as provided in
section 81-2025 for reasons other than disability shall be entitled to receive
a monthly annuity for the remainder of the officer's life. The amount of the
annuity shall be a percentage of the officer's final average monthly
compensation. For retirement on or after the fifty-fifth birthday of the
member or on or after the fiftieth birthday of a member who has been in the
employ of the state for twenty-five years, as calculated in section 81-2033,
the percentage shall be three percent multiplied by the number of years of
service, as calculated in section B1-2033, except that the percentage shall
never be greater than seventy-five percent.

For retirement pursuant to subsection (2) of section 81-2025 on or
after the fiftieth birthday of the member but prior to the fifty-fifth
birthday of the member who has been in the employ of the state for less than
twenty-five years, as calculated in section 81-2033, the annuity which would
apply if the member were age fifty-five at the date of retirement shall be
reduced by five-ninths of one percent for each month by which the early
retirement date precedes age fifty-five or for each month by which the early
retirement date precedes the date upon which the member has served for
twenty-five years, whichever is earlier. Any officer who has completed thirty
years of service with the Nebraska State Patrol shall have retirement benefits
computed as if the officer had reached age fifty-five.

For purposes of this computation, final average monthly compensation
shall mean the sum of the officer's total compensation during the £inel three
years twelve-month periods of service as an officer in which compensation was
the qgreatest divided by thirty-six, and for any officer employed on or before
January 4, 1979, the officer's total compensation shall include payments
received for unused vacation and sick leave accumulated during the final three
years of service.

(2) Any officer qualified for an annuity as provided in section
81-2025 for reasons of disability shall be entitled to receive a monthly
annuity for the remainder of the period of disablement as provided in sections
81-2028 to 81-2030. The amount of the annuity shall be fifty percent of the
officer's monthly compensation at the date of disablement if the officer has
completed seventeen or fewer years of service. If the officer has completed
more than seventeen years of service, the amount of the annuity shall be three
percent of the final monthly compensation at the date of disablement
multiplied by the total years of service but not to exceed seventy-five
percent of the final average monthly compensation as defined in subsection (1)
of this section. The date of disablement shall be the date on which the
benefits as provided in section 81-202Z8 have been exhausted.

(3) Upon the death of an officer after retirement for reasons other
than disability, the officer's surviving spouse, if married to the officer on
the date of retirement, shall continue to receive seventy-five percent of the
amount of such officer's annuity for the remainder of the surviving spouse's
life or until the surviving spouse remarries. If the surviving spouse has a
dependent child or children under the age of nineteen years in his or her
care, the benefit shall be one hundred percent of the amount of such officer's
annuity until such time as the youngest such dependent child attains the age
of nineteen vyears, after which time the benefit shall be reduced to
seventy-five percent of the amount of such officer's annuity. If there is no
surviving spouse living at the date of the officer's death, the officer's
child or children, if any, shall continue to receive seventy-five percent of
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the amount of such officer's annuity until such time as the youngest such
child attains the age of nineteen years. If there is more than one such child
under the age of nineteen vyears at such time, the amount thereof shall be
divided equally among such children under such age and, as they attain the age
of nineteen years, only the other child or children under such age shall
participate therein. If there is no surviving spouse or no child under the
age of nineteen years at the date of the officer's death, the amount of
annuities such officer has received under seetions 81-2014 to 81-2036 the
Nebraska State Patrol Retirement Act shall be computed. If such amount is
less than the contributions to the State Patrol Retirement Fund made by such
officer, plus regular interest, the difference shall be paid to the officer’s
designated beneficiary or estate. Upon the death of an officer after
retirement for reasons of disability, benefits shall be provided as if the
officer had retired for reasons other than disability. Upon the death of an
officer before retirement, benefits shall be provided as if the officer had
retired for reasons of disability on the date of such officer's death as
follows: (a) To the surviving spouse and dependent child or children under the
age of nineteen years in such spouse's care, the benefit shall be one hundred
percent of the amount of such officer's annuity until such time as the
youngest dependent child attains the age of nineteen years after which time
the benefit shall be reduced to seventy-five percent of the officer’s annuity
for the remainder of his or her life or until he or she remarries; (b) if
there is no spouse living at the date of the officer's death, his or her child
or children, if any, shall continue to receive seventy-five percent of the
amount of such officer's annuity until such time as the youngest child attains
the age of nineteen years; (c) if there is more than one child under the age
of nineteen years at the date of the officer’'s death, the benefit shall be
divided equally among such children and, as they attain the age of nineteen
years, only the child or children under the age of nineteen years shall
participate therein; and (d) if there is no child or children under the age of
nineteen years living at the date of the officer's death, the surv1v1ng spouse
shall receive seventy-five percent of the amount of such officer's annuity for
the remainder of his or her life or until he or she remarries. If no benefits
are paid to a surviving spouse or dependent children, benefits will be paid as
described in subsection (1) of section 81-2031.

(4) Any benefits provided in subsections (1), (2), and (3) of this
section shall apply only to retirements, disabilities, and deaths occurring on
or after September 2, 1977. No benefits being paid under the system on
September 2, 1977, shall be modified, in any way, by the enactment of Laus
1977, LB 347.

Sec. 38. Section 81-2034, Reissue Revised Statutes of Nebraska, is
amended to read:

81-2034. (1) Any member of the Nebraska State Patrol who, while a
member of the Nebraska State Patrol, entered into and served or shall enter
into and serve in the armed forces of the United States during a declared
emergency, as defined and prescribed under such rules and regulations as the
board may adopt, and who, within six months after honorable discharge or
honorable separation from active duty, returned or returns to the service of
the state and again becomes a member of the Nebraska State Patrol shall be
credited, in determining benefits due such member from the State Patrol
Retirement Fund, for all the time actually served in the armed forces as if
such person had been in the service of the Nebraska State Patrol throughout
such declared emergency service in the armed forces.

(2)_Under such rules and requlations as the bgard adopts and
promulgates, any member of the Nebraska State Patrol who is reemployed on or
after December 12, 1994, pur §gant to 38 U.S.C. chapter 43, shall be treated as

not having_incurred a break in service by reason of his or her period of
military service. Such military service shall be credited for purposes of
determining the nonforfeitahility of the member's accrued benefits and the
accrual of benefits under the plan. The state shall be liable for funding any
obligation of the plan to provide benefits based upon such peri ilitary
service.

Sec. 39. (1) For purposes of this section and section 40 of this

act:

(a) Distributee means the member, the member's surviving spouse, or
the member's former - spouse who is an alternate payee under a qualified
domestic relations order as defined in section 414(p) of the Internal Revenue
Code ;.

(b)_Direct rollover means a payment by the retirement system to the
igible retirement plan or plans specified by the distributee;

(c) Eligible retirement plan means (i) an individual retirement
account described in section 408(a) of the Internal Revenue Code. (1i) an
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individual retirement annuity described in section 408(b) of the code, except
for an endowment contract, (iii) a qualified trust described in section 401(a)
gg_;hq_gode _and_(iv) _an_annuity plan_described in section 403(a) of the_code.

For eligible rollover distributions to a surviving spouse, an eligible
retirement plan means only subdivisions (1)(c)(i) and (ii) of this section;
and

(d) Eligible rolloyer distributjon_means any distribution to_a
distributee of all or any portion of the balance to the credit of the
distributee in the plan. except such term shall not include any distribution
which is one of a series of substantially equal periodic payments, not less
frequently than_annually. made fqg_;hq_lifg_gﬁ_ﬁhpﬂdiapnibutee or joint lives
of the distributee and the distributee's beneficiary or for the specified
period of ten vears or more and shall not include any distribution to the
extent such distribution is required under section 401(a)(9) of the Internal
Revenue_Code.

(2) For distributions made to a distributee on or after January_ 1,
1993, a distributee may elect to have any portion of an eligible rollover
distribution paid directly to an eligible retirement plan specified by the
distributee.

(3)_The board shall adopt and promulgate rules and regulations for

er procedures which are consistent with section 401(a)(31) of the
Internal Revenue Code and which include, but are not limited to, the form and
time of direct rollover distributions.

Sec. 40. (1) The retirement system may accept cash rollpover
contributions from a member who is making payment purswpant to section_ 81-2031
if the contributions do not exceed the amount of payment required for the
service credits purchased by the member pursuant to such section and the
contributions represent (a) all or any portion of the balance of the ember's
interest in a gqualified trust under section 401(a) of the Internal Revenue
Code or (b) the interest of the member from an indiyidual retirement account
or an indiyidual _retirement annuity, the entire amount of which_ is
attributable to a qualified total distribution, as defined in the Internal
Revenue Code, from a_ gqualified trust under section 401(a) of the code and
qualified as a tax-free rollover amaunt. The mber ' i res under
subdivision (a) or {(b) of this subsection must be transferred to_the
retirement system within sixty days from the date of the distribution from the
gualified trust individual retirement account. or individual retirement
annuity.

(2)__Cash transferred to the retirement system as a rollover
contribution shall be deposited as other payments for service credits.

(3)_The retirement system may accept direct rollover distributions
made from a qualified trust pursuant to section 401(a)(31) of the Internal

Reyenue Code. The direct rollover distribution shall be deposited as all
gther payments under this section.

(4) The board shall adopt and promulgate rules and requlationg
defining_procedures for acceptance of rollovers which are consistent with
sections 401(a)(31) and 402 of the Internal Revenue Caode.

Sec. 41. Section 84-1301, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1301, For purposes of the State Employees Retirement Act, unless
the context otherwise requires:

3> Empleyee shelt meen eany employee ef the State Beard eof
Agrieuiture whe i3 & member of the state retirement plan on dJuily 1, 1982, and
any person er offieer empleyed by the State of Nebraska whose compensatien is
paid eoeut of state fundes er funds controlled or administered by a state
department through any ef its exeecutive or edministrative officers when aeting
exelusively im their regpeetive effieial, exeeutive; er adminiatrative
eapaeities— Employees sheail net ineiude (&) judges a3 defined in seetien
24-761; {i) members of &the HNebraske Stste Patrel; <{e) employees of the
Yniveraity of Nebreaske; {d4) employees ef the stete eolleges; (e) empioyees of
eommunity eolleges; (£) empleyees of the Department of haber empleyed prieor to
dJuly 315 19845 and peid frem funds provided pursuant to Title IIF of the Seeiasl
Seeurity Ret or funds frem ether federal seurees; {g) the CEommissioner eof
Laber employed prier te July 317 1984; (h) empleyees ef the Stete Board eof
Bgrieulture who ave net members of the stakte retirement plan en July 1> 31982;
i) the Nebrashka Netional Guard mir end army technieians; {3) persons eligible
for membership under the Seheoel Retirement System ef the State of Nebreshke whe
have net eleeted +o0 become members of the retirement system pursuent teo
deetion 79-1565 er been mede members of the system pursuant to sueh gectieny
exeept that those pergens so eligible end who a3 of September 2; 19735 ere
contributing to the State Empleyees Retirement System of the State of Nebraaka
shall eentinue a3 members of such system; er (i) employees of the €oordinating

-19- 303



LB 847 LB 847

€ommissien for Pestaecondary Edueatien vwhe are eligible for and have eleeted
to become members of a quealified retirement pregram approved by the cemmissien
which 43 eommensurete with retirement pregrams et the Hniveraity ef

Any individual appointed by the Governer may elect net to beecome a member ef
aueh retirement aystem;

{2) Part—time empleyee 3hell mean an employee whe worka less than
ene-half of the reguiarly scheduled hours;

3y Retirerent shall mean quelifying for and terminating employment
after beeeming quelified to receive thre retirement allewanee granted under the
State Employees Retirement Aet;

4) Retirement beard er beard shall mean +he Publie Employees
Retirement Beard;

+5% Retirement system shall mean &hre Stpte Empleyees Retirement
System of the State of Nebraska;

6y Regquired eeontributien shail mean the deduetien e be made from
the ecompensatien of empleyees as provided in section 8413685

+7) Service shell mean the actual totel length of empleyment es an
employee eand shali inelude leave ef sbaenee because of disability or military
service when prepefiy autherized by the retirement beard but shell net inelude
any period of disebility fer whieh disability retirement benefits are received
under the provisiens of section 84-131%;

¢(8) Straight iife annuity shell mean en ordinary annuity payeble for
the ife of the primary annuitent oniy and terminating et his er her death
without refund er death benefit of any hind;

€9) Prior serviee shell mean serviece before danuary i+ 1964+

¢318) 6roup sannuity eontract shall mean the contract or eontracts
igaved by one or more life insurence ecompanies to the beard in erder +to
provide the benefits deseribed in sections 84-1319; 84-13205 84-13235 84-1323;
and 84-1323-01;

{11) Primary carrier shall meean the life insurance company or trusk
cempany designated as the edministrater of the group annuity contraect;

12) Stete department shaii meen eny department; bureau; commissien;
er ether divisien of state government net otherwise apeeifieally defined or
exempted in the Stete Employees Retirement Aet; the employees and efficers of
which are net already eovered by a retirement plan;

€13) Bisability shall mesn en inebility to gage in & substantiaily
gainful activikty by reasen ef any medically determinable physieal eor
impairment which ecan be expected to result in death er to be of long—continued
and indefinite duratien;

{34) Bate eof disability shell mean the date on which e member is
determined to be disebled by the beard;

¢15) Regular interest shaii mean the rate eof interest earned esch
cetendar year ing & ¥ 1+ 15757 as determined by the retirement
beard in eenfermity with aetuel end expected earnings en its investments;

€16) Fund shall mean the State Employees Retirement Fund ereated by
seetion 84-1369;

17) Gueranteed investment eentract shall meen en investment
eontract which guarantees that the acecount meintained for eny partiecipant wild
not deerease in vealue but will inerease eaeh year by the ecentributien
allecated +£o the account and by investment earnings and will deerease by the
amount of expenses reasenably determined te be alleeated to the aceceount; and

18> Investment manager shaell meen one or more insdranee companies;
bank trust departments; or independent investment asdvisera designated to
invest any portien of the fund-

(1)(a) Compensation means gross wages or salaries payable to the
member for personal services performed during the plan year. Compensation
does naot include insurance premiums conyverted into cash payments
reimbursement for expenses incurred, fringe benefits, or bonuses for seryices
not actually rendered, including. but not Jlimited to. early retirement
inggggmentsd__gash__;wgzd§J__gnd__§§ygxang:_paxJ_sxspQL_fpr_pssrgas&lyg_saéazz

payments paid pursuvant to court order, arbitration, or litigation and
urxevance settlements Comggpsatxon includes oyertime pay, member retirement

\'4 plans under sections
403 (b) and 457 of the Internal Revenue Code or any other section of the

gode which defers or excludes such amounts from income.
(b)_Compensation in excess of the limitations set forth in section
401(a)(17) of the Internal Revenue Code shall be disregarded. For an employee
uho was a member of the retlrement system | before the first plan year beginning

after December 31, 1995, limitati on mpensation shall e
the amount which was alloggﬂ to be taken into account under the retirement
system as in effect on July 1, 1993;

(2)_Date of d1sab11__y__means the date on__which _a__member is
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determined to be disabled by the board:

(3) Disability means an inability to engage in a substantially
gainful activity by reason of any medically determinable ghxsi;al or__mental
impairment which can be expected to result in death or to be of long-continued
and indefinite duration:

(4)__Employee means any employee of the State Board of Agriculture
who _is_a member of the state retirement plan_on July 1. 1982, and any person
or officer employed by the State of Nebraska whose compensation is paid out of

state funds or funds controlled or administered by a state department through
any of its executive or administrative officers when acting exclusively in

their respective official. executive. or administrative capacities _jmnlnue
does not include (a) judges as defined in section 24-701, (b) members of the
Nebraska__State Patrol. (c) employvees of the University of Nebraska. (d)

employees of the state colleges, (e) employees of community colleges. (f)
employees of the Department of Labor employed prior to July 1, 1984, and paid
from funds provided pursuant to Title III of the Sacial Security Act or funds

f__z_-_om___o_ther federal sources, (g) the Commissioner of Labor employed prior to
July 1, 1984, (h) employees of the State Board of Agriculture who are not
members of the state retirement plan on July 1, 1982, (i) the Nebraska
Nat:l.onal Guard air and army technicians, (i) _persons eli eligible for membership
under the School | Ret1rement .__System of the State of Nebraska who have not
elected to become members of the retirement system pursuant to section 79-1565
or been made members of the system pursuant to such section, except that those
persons so eligible and who as of September 2, 1973, are contributing to the
State Employees Retirement System of the State of Nebraska shall continue as
members of such system, or (k) employees of the Coordinating Commissi
Pastsecondary Education who are eligible for and_have elected to become
members of a gualified retirement program approved by the commission which is
commensurate with retirement programs at the University of Nebraska. Any
individual appointed by the Governor may elect not to become a member of the
State Employees Retirement System of the State of Nebraska:

(5) Fund means the State Employees Retirement Fund created by
section 84-1309;:

(6) Group_annuity contract means the contract or contracts issued by
one_or _more life insurance companies to the board .in order to provide the
benefits described in sections 84-1319 84-1320, 84-1321 84-1323. _and
84-1323,01:

(7)_Guaranteed investment cgntrg.g_g means_an_investment contract or

account offering a return of principal nyested plus_interest at a §p_e,g1f1ed
rate, both of which are guaranteed by an insurance company or bank.  For
investments made after the operati y date of this section guaranteed
i t d t includ cbligations gf the United States

its instrumentalities bonds , Dartmma iagn cer §;gar_g§ or other
ghl;ga;;gns of the Federal National Mortgage Association, Federal Home
Loan Mortgage Corporation, or the Govmm_t_ﬂg‘_lml__nng_:gagg Lssgcmpgn, or
collateralized mortgage obligations and other derivative securities. This
subdivision shall not be construed to require the liguidation of investment
contracts or accounts entered into prior to the operative date of this

section:

(8) Until January 1, 1997, investment manager means the state
investment officer or one or more insurance companies, bank trust departments.
gr _independent investment adyvisors designated to lnyg‘s_t._any_gortlon of the
fund:

(9) Part-time employee means an employee who works less than
one-half of the regularly scheduled hours:

(10) Primary_ carrier means the Jlife insurance company or trust
company designated as the administrator of the group annuity contract:

(11)_Prior sarysz_,_ﬂM
(12) Regular interest means the ned each

calendar vyear commencing January 1978 _as determlned bx the retirement
board in conformity with actual and exp cted earnings on its ;nyestments

(13)_Required contribution means the deduction to be made from the
compensation of employees as provided in section 84-1308:

(14) Retirement means qualifving for and terminating employment
after becoming qualified to receive the retirement allowance granted under the
State Employees Retirement Act:

(15) Retirement board or board means the Public Employees Retirement

(16) Retirement system means the State Employees Retirement System

of the State of ugr_as_ka_;_
(17) Service means the actual total length of employment as an
ployee and includes Jleave of absence because of disability or military
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service when properly authorized by the retirement hoard but does not include
any period of disability for which disability retirememt benefits are received
under the provisions of section 84-1317;:

(18) State department means any department, bureau, commission. or
other division of state government not otherwise specifically defined or
exempted in_the act the employees and officers of which are nat already
covered by a retirement plan: and

(19) Straight life annuity means an ordinary annuity payable for the
life of the primary annuitant only and_terminating at his or her death without
refund or death benefit of any kind.

Sec. 42. Section 84-1305, Revised Statutes Supplement, 1995, is
amended to read:

84-1305. The general administration of the retirement system shall
be vested in the retirement board. The board shall adopt and promulgate rules
and regulations to carry out the State Employees Retirement Act. whieh shald
inelude provisiens defining what censtitutes compensation of a member of the
retirement aystem for purpeses ef the aet: The definition eof cempensatien
shat} inelude base salary or wages paid by the employer to the empileyee;
ineluding evertime pay fer serviees rendered; and any other amounta determined
by the boerd teo epproprietely censtitute cempensation: CEompensatien in exeess
of the limitetiens set ferth in seetion 4031(a)(17) eof +£he Internal Revenue
€ode shatil ke disregardeds For an empleyee who was & member of the retirement
system before +he f£first plan yeer beginning after Becember 33— 19955 the
Iimitation on compensatien sheall not be less than the amount which was allewed
te be taken inte acecunt dnder the retirement system as in effeet en duly i
3993~ The board shall maintain records and may employ any assistance as may
be necessary to carry out the act.

Sec. 43. Section 84-1309.01, Reissue Revised Statutes of Nebraska,
is amended to read:

84-1309.01. Any echange in the type of investment of money in the
State Empleyeea Retirement Fund by the state investment effiecer shall be
subjeet o approval by the Publie Empleyees Retirement Beard- H the
investment of sueh money ia with e primary earrier; the atate investment
officer may specify eny payment preeedures wirich he or she deems advisables
For purpeses ef this seetion; primary earrier shelt inelude insuranee
eompanies; annuity eompanies; variable annuity eempantes- and £ruse eempanies

provide benefit liability inf r
the Nebraska Investment Council for the establishment of policy portfolio
objectives for the investing and reinvesting of the assets of the retirement
system. The board shall verify that the investments of the assets of the

retirement system by the council and the state investment officer are invested
and re1nyested for the exclusive purposes o: og_g_gyldlng_beneflts to _members and
members' beneficiaries and that the assets of tl X em_are not

invested with the sole or primary inyestment objective of economic development
or social purposes or objectives. Such verification shall be included in_the
Joint analysis of the investment return pursuant to section 84-1503.

Sec. 44. Section 84-1310.01, Reissue Revised Statutes of Nebraska,
is amended to read:

84-1310.01. (1) On or after January 1, 3985 1997, on such date as
is established by the retirement board, each member of the retirement system
shall be allowed to allocate all contributions to his or her employee account
after such date to various investment options. Such investment options shall
include, but not be limited to, the following:

(a) A fund whiech shall be knewn &3 & stable return account and which

shall be invested by or under the direction of the state investment officer in
one or more guaranteed investment contracts; end
(b) An t whieh sheil be a3 en eguities An_ equities

account end which shall be invested by_or under the direction of the state
investment officer in eemmen steeks- domestic equities:

(c)_A balanced account which shall be invested by or under the
direction of the state investment officer in domestic equities and domestic
fixed income instruments:

(d)_An index fund account which shall be invested by or under the
direction of the state investment officer in a portfolig of domestic common
stocks designed to closely duplicate the total return of the Standard and
Poor's 500 Index:

(e) A fixed income account which shall be invested by or under the
direction of the state investment officer in  domestic  fixed income
instruments; and

(f) _A_ money market account which shall be inyvested by or under the
direction of the state inyestment officer in domestic short-term fixed income
securities.
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If a member fails to select an option or combination of options, all
of his or her funds shall be placed in the option described in subdivision (a)
of this subsection. Each member shall be given a detailed current description
of each investment option prior to making or revising his or her allocation.

(2) Members of the retirement system may allocate their
contributions to the investment options in increments of twenty-five ten
percent in any proportion, including full allocation to any one option. A
member may transfer any portion of his or her funds among the options, except

for restrictions on_transfers to or from the stable returh account pursuant to

rule or regqulation. thet a member's investment in a stable return acceunt
ashall net be transferred— The board shall establish previsiens adopt and
promulgate rules and requlations for changes of a member's allocation of

contributions to his or her accounts after his or her most recent allocation
and for transfers from one investment account to another.

I£ the board direects withdrawal of funds from an inveastment managers;
the member shall else direet the investment of theae fundss

(3) The board shall develop a schedule for the allocation of
administrative costs of the various investment options and shall assess suech
the costs so that each member pays a fair proportion based upon his or her
choice of options and number of transfers among options.

(4) In order to carry out the provisions of this section, the board
may enter into administrative services agreements for accounting or
record-keeping services. No sueh agreement shall be entered into unless the
board determines that it will result in administrative economy and will be in
the best interests of the state and its participating employees.

Sec. 45. Section 84-1311, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1311. (1) A member's share of the fund arising from the state
contributions made in accordance with section 84-1309 shall be known as his or
her employer account. Prior to January 1, 1981, as of any January 1 a

member's employer account shall be egual to his or her account as of the next
preceding Januvary 1, increased by one hundred four percent of any amounts
deducted from the member's compensation since the next preceding January 1 in
accordance with section 84-1308. BAs of January 1, 1982, a member's employer
account shall be equal to the account as of January 1, 1981, increased by one
hundred four percent of the amounts deducted from the member's compensation
for the first nine months of the year and one hundred fifty-six percent of the
amount so deducted for the final three months of the year in accordance with
section 84-1308. As of January 1, 1983, and each year thereafter, the
member's employer account shall be equal to the account as of the next
preceding January 1 increased by one hundred fifty-six percent of any amounts
deducted from the member's compensation since the next preceding January 1 in
accordance with section 84-1308. The member's employer account shall be
increased by any interest allocated under the provisions of the guaranteed
investment contract and any gains onh investments and reduced by any losses on
inyvestments, any expense charges mede under the provisiens of the guaranteed
investment contract or other inyestments. and by any expense charges incurred
by the beard in connection with administering the retirement system in excess
of those provided for in section 84-1321, except that a member who ceased
being an employee since the next preceding January 1 may have his or her
employer account reduced in accordance with section 84-1321.

(2) On and after January 1, 1997, the state investment officer shall
inyest the employer account, and upon maturity. the employer account funds
which have been invested in guaxanteed investment contracts prior to Januarx

1, 1997. The state investment officer shall invest or reinyest the funds
securities and inyestments the npature of which individuals of grudence,
discretion, and intelligence acquire or retain in dealing with the property of
another, and if the state investment officer has special skills or ;g
appointed on the basis of representations of special skills or expertise. he

or she is under a duty to use such skills.
Sec. 46. Section 84-1316, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1316. The retirement system may sue or be sued in the name of
the system, and in all actions brought by or against it, the system shall be
represented by the Attorney General. + whe ahall alse be the legal adviser

for the aystem-

Sec. 47. Section 84-1325, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1325. (1) Any employee who, while an employee, entered intec and
served or shall enter into and serve in the armed forces of the United States
and who within ninety days after honorable discharge or honorable separation
from active duty again, became or becomes an employee shall be credited, for
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the purposes of the provisions of section 84-1317, with all the time actually
served in the armed forces as if such person had beep an employee throughout
such service in the armed forces.

(2) Under such rules and regulations as the retirement board adopts
and promulgates, any employee who is reemployed on or after December 12, 1994
pursuant to 38 U.S.C. chapter 43, may pay to the retirement system an amount
equal to the sum of all deductions which would have been made from the
employee's compensation during_such period of military service. Payment shall
be made within the period reguired by law. not to exceed five years. To the
extent that payment is made, (a) the employee shall be treated as not having
incurred a__break in_service by reason of his or her period of military
service, (b) the period of military service shall be credited for the purposes
of determining the nonforfeitability of the member's accrued benefits and the
accrual of benefits under the plan, and (c) the employer shall allocate the
amount_of employer contributions to the member's employer account in the same
manner and to the same extent the allocation occurs for other employees during
th__nc:igd__gf_,sgEyiggd____ggr_guggg§gs of member and_employer contributions
under this _subsection, the member's compensation during the period of military

service or. if not reasonably determinable, the average rate the member
received during the twelye-month period immediately preceding military
service.

act.:

Sec. 48. (1) For purposes of this section and section 49 of this

(@)_Dii&tibutgp_mggns the_member, the member's surviving spouse, or
the member s former spouse uho is an alternate payee under a gqualified

Code ;.

(b) Direct rollover means a payment by the retirement system to the
eligible retirement plan or plans specified by the distributee;
(c)_Eligible retirement plan_ means_ (i) an_ individual _retirement

account descr1bed in sectlon 408(a) of the Internal Revenue Code, (ii)_an

for an endonggg;_ggn;gag___(111)_3_gua11f1 1 trust described in secti {a)
of the_code, and (iv) an annuity plan described in_section_403(a) of the code.
Eor eligible rollover distributions to a surviving spouse, an eligible

:gurslgnL_plan means only subdivisions (1)(¢)(i) and (ii) of this section:

and

(d)__Eligible rollover distribution mgans any distribution to a
distributee of all or any portion of the balance to the credit of the
distributee in the plan, except such term shall net include any distribution
which is one of a series of substantially equal periodic payments, not less
frequently than annually, made for the life of the distributee or jgint lives
of the distributee and the distributee's beneficiary or for the specified
pericd of ten rs re and 11 not in y distribution to the
extent such distribution is required under section 401(a){9) of the Internal
Revenue Cade.

2) Eor distributions made to a distributee on or after January 1,
1993, a d;s ributee may elect to haye ang__p rtion of an eligible rolloyer
distribution paid diregtly to n_eligible retirement plan specified by the
distributee.

(3) The board shall adopt and promulgate rules and regulations for
direct rollover procedures which are consistent with section 401(a)(31) of the
Internal Revenue Code and which include, but are not limited to, the form and
time of direct rollover distributions.

Sec. 49. (1) The retirement system may accept cash rollover
contributions from a member who is making payment pursuant to section 84-1325
if the contributions do not exceed the amount of payment reqguired for the
service credits purchased by the member pursuant to such sectio the

contributions represent (a) all or any portion of the balance of the member's

interest in a gualified trust under section 401(a) of the Internal Reyenue

Code or (b) the interest of the member from an individual retirement account
or an individual retirement annuity., the entire amount of whigch is
attributable to a gualified total distribution, as defined in the Internal
Revenue Code, from a gqualified trust under section 401(3) of the code and
qualified as a tax-free rollover amount, The member's interest under
subdivision (a) or (b) of this subsection must be transferred to the
retirement system within sixty days from the date of the distribution from the
qualified trust individual retirement account, or individual retirement
annuity.

(2)_Cash transferred to the retirement .system as a rolloyer
contribution shall be deposited as other payments for military service.
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(3)_The retirement system may accept direct rollover distributions
made from a qualified trust pursuant to section 401 (a)(g;)_gg_m_xm_
Revenue Code. The direct rollover distribution shall be deposited as 11
other payments under this section.

(4) The board shall adopt and promulgate rules and ;ggulat1ons
definina_procedures for acceptance of rollovers which are consisten
sgg;1gn__§01(a)(31) and 402 of the Internal Reyenue Code.

Sec. . Section 84-1331, Revised Statutes Supplement, 1995, is
amended to read.

84-1331. Sections 84-1301 to 84-1331 and sections 48 and 49 of this
act shall be known and may be cited as the State Employees Retirement Act.

Sec. 51. Section 84-1501, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1501. The Public Employees Retirement Board is hereby
established. Such board shall consist of seven appointed members and the
state inyestment officer as a nonvating, ex offigcio member. Three of the
appointed members shall be participants in the retirement systems administered
by the board, one member of the appginted members shall be a participant in

such retirement systems who has retired, and three of the appointed members
shall not be employees of the State of Nebraska or any of its political
subdivisions. Appointments to such board shall be made by the Governor
subject to the approval of the Legislature. All appointed members shall be
citizens of the State of Nebraska. The members serving en Auguat 25 1989;
shall serve for the remainder of their three-year terms; and t&he The three
appointed members who are not employees of the State of Nebraska or any of its
political subdiyisions shall have at least ten years of experience in the
management of a public or private organization or haye at least five years of
experience in_the field of actuarial analysis or the administration of an
employee benefit plan. The members serving on the operative date of this

section shall serye for the remainder of thelr fllg_xgé__&;‘]ﬁ;ﬂblch will be
extended until the date on which the successor's appointment is effective.
All members appointed on and after such dete January 1, 1997. shall serve for
terms of five years or until a successor has been appointed and qualified.
The members of the board shall be reimbursed for their actual and necessary
expenses as provided in sections 81-1174 to 81-1177. Members The appointed
members of the board may be removed by the Governor for cause after notice and
an opportunity to be heard.

Sec. 52. Section B84-1503, Revised Statutes Supplement, 1995, is
amended to read:

84-1503. (1) It shall be the duty of the Public Employees
Retirement Board:

(a) To administer the retirement systems provided for in the County
Employees Retirement Act, the Judges Retirement Act. the Nebraska State Patrol
Retirement Act. the School Employees Retirement Act, and the State Employees
Retirement Act. The agency for the administration of the retirement s ys;ems
and under the direction of the board shall be known and may be cited the
Nebraska Public Employees Retirement Systems: 7 and seetions 24761 bo 24 714
and 81-2014 te 81-2636;

(b) To_appoint a director to administer the systems under the
direction of the board. The aggoingmgnt shall be subject to the apprgval of
the Ggyernot and a maijority of the Leq islature. The director shall be
gualified by training and have at least five years of experience in the

administration of a qualified public or private employee retirement plan, To
hire & directer te administer the systems under direetion of the beardw The
director shall not be a member of the board. Sataries The salary of the
director ard his er her employees shall be set by the board. The director
shall serve without term and may be removed by the hoard:

(c) To provide for an equitable allocation of expenses among the
retirement systems administered by the board, and all expenses shall be
provided from the investment income earned by the various retirement funds
unless alternative sources of funds to pay expenses are specified by law; and

(d) To administer the deferred compensation program authorlzed in
section 84-1504; and

(e) To hire an attorney, admitted to the Nebraska State Bar
Association, to advise the board in the administration of the retirement
systems listed in subdivision (a) of this subsection.

(2) In administering the retirement systems listed in subdivision
(1)(a) of this section, it shall be the duty of the board:

(a) Until January 1, 1997, and with With respect to the retirement
systems for which the board invests funds, to use the services of the state
investment officer or to select, on the basis of the most sound proposal or
proposals received, after written notice of such proposition to all domestic
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companies, one or more life insurance companies, banks, trust companies, or
investment managers authorized to do business in Nebraska to underwrite, serve
as trustee, or manage investments for the retirement system and to enter into
a contract or contracts with such company or companies in the name of the
retirement system, except that if a bank, trust company, or investment manager
is chosen as the primary carrier or investment manager, the funds shall be
invested or reinvested in such securities and investments of the nature which
individuals of prudence, discretion, and intelligence acquire or retain in
dealing with the property of another, and if the life insurance company, bank,
trust company, or investment manager has special skills or is named on the
basis of representations of special skills or expertise, such person is under
a duty to use such skills;

(b) Until January_l__lgg]_ _and_with With respect to the retirement
systems for which the board invests funds, to change underwriters, trustees,
or investment managers if, in the judgment of the board, such action would be
desirable. The cancellation notice may be given by telephone and shall be
confirmed in writing within five days by the board or a designated person
appointed by the board;

(c) To determine the prior service annuity, if any, for each person
who is an employee of the county on the date of adoption of the retirement
system;

(d) To determine the eligibility of an individual to be a member of
the retirement system and other questions of fact in the event of a dispute
between an individual and the county board in his or her county;

(e) To adopt and promulgate rules and requlations for the management
of the board;

(f£) To keep a complete record of all proceedings taken at any
meeting of the board;

(g) To obtain, by a competitive, formal, and sealed bidding process
through the materiel division of the Department of Administrative Services,
actuarial services on behalf of the State of Nebraska as may be necessary in
the administration and development of the retirement systems. Any contract
for actuarial services shall contain a provision allowing the actuary, without
prior approval of the board, to perform actuarial studies of the systems as
requested by entities other than the board, if notice, which does not identify
the entity or substance of the request, is given to the board, all costs are
paid by the requesting entity, results are provided to the board upon being
made public, and such actuarial studies do not interfere with the actuary's
ongoing responsibility to the board. The contract may also contain an option
for renewal without a competitive, formal, and sealed bidding process for up
to three years. An actuary under contract for the State of Nebraska shall be
a member of the American Academy of Actuaries; and

(h) To direct the State Treasurer to transfer funds, as an expense
of the retirement systems, to the Legislative Council Retirement Study Fund.
Such transfer shall occur beginning on or after July 31, 1992, and at
intervals of not less than ten years and not more than fifteen years and shall
be in such amounts as the Legislature shall direct, except that up to
seventy-five thousand dollars may be transferred in FY1993-94 to assist in
completing the study authorized in Legislative Resolution 328, Ninety-second
Legislature, Second Session, 1992;

(i)__To adopt rules and regqulations to carry out the provisions of
each retirement system described in subdivision (1){a) of this section, which
shall _include, but not be limited to. the crediting of military service.
direct rollover distributions, and the acceptance of rollovers: and

(j)_To obtain, by a competitive. formal, and sealed bidding process
through the materiel division of the DegartmenL of Administrative Services,
auditing services for a separate compliance audit of the retirement systems to
be completed by December 31, 1997, and every four years thereafter. The
compliance audit shall be in addition to the annual audit conducted by the
Auditor of Public Accounts. The compliance audit shall inglude, but not be
limited to, an examination of records files, and_ather documents and an
eyaluation of all gol1c1es and procedures to determine compliance with all

state and federal laws. The written audit report shall be given to the
Governor , the board, and the Nebraska Retirement Systems Committee and shall
be presented to the committee at a public hearing.

(3) The board and the Nebraska Investment Council shall jointly have
an analysis made of the investment return that has been achieved on the assets
of each retirement system administered by the board. The analysis shall be
prepared annually as of January 1. The analysis shall be prepared by an
independent private organization which has demonstrated expertise to perform
this type of analysis and which is unrelated to any organization offering
investment advice or providing investment management services to the

310 =26



LB 847 LB 847

retirement system. The analysis may be waived jointly by the board and the
council for any retirement system with assets of less than ten million
dollars. A copy of the analysis shall be given to the board, the council, and
the Nebraska Retirement Systems Committee. By March 1 of each year, the
analysis shall be presented to the Nebraska Retirement Systems Committee.

(4) By March 1 of each year, the board shall prepare a written plan
of action and shall present such plan to the Nebraska Retirement Systems
Committee at a public hearing. The plan shall include. but not be limited to,
the _board's_ funding policy. member education and informational programs, the

director's gu; es and the limits on his or her authority, an organizational
structure of the office of the Nebraska Public Emplgyees Rgtlrement Systems,
and the internal control structure of such office to ensure compliance with
state and federal laws.

SEcr 53l (1) The appointed members of the Public Employees
Retirement Board shall have the responsibility for the administration of the
retirement systems pursuant to subd;y;s;g__(l)(a) of section 84-1503, hall be

deemed fiduciaries with respect to t administration of th rement
systems. and shall be held to the standard of conduct of a fiduciary specified

in subsection (2) of this section, The nonvoting. ex officio member of the
board shall not be deemed a fiduciary.

(2) As fiduciaries, the appointed members of the board shall
discharge their duties with respect to the retirement systems solely in the
interests of the members and beneficiaries of the rgtlzgmgg;_gyggems for the
exclusive purposes of providing benefits to members and members' heneficiaries
and_ defraying reasonable expenses incurred within_ the limitations and

according to the powers, duties, and purpgses prescribed by law. The
appointed members of the board shall act with the care, skill, prudence,
diligence under the circumstances then prevailing_that a prudent ggg;gg 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.

Sec. 54. The director of the Nebxaska Public_Employees_Retirement
Systems shall employ qualified personnel as may be required to carry out the
duties and responsibilities required under sections 84- 1501 _to 84-1513. Such

enployees shall be deemed state employggg_gnd_ggzgxgd_hx State Perscnnel
System_ pursuapt to sections 81-1301 to 81-1368 and other personnel rules or
regulations. The director shall be exempt from the State Personnel System.

Bll employees shall L_comply with state accounting requlations and applicable
state and federal laws in the discharge of their duties.

Sec. 55. Section 84-1504, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1504. (1) The Public Employees Retirement Board, on behalf of
the state, may contract with any state employee, including a person under
contract providing services to the state who is not employed by the University
of Nebraska or any of the state colleges or community colleges, to defer a
portion of such employee's ineeme com

(2) The ineeme compensation to be deferred shall not exceed the
total compensation to be received by the employee or independent contractor
from the employer or exceed the limits established by the Internal Revenue
Service for such a plan.

(3) The beard state investment officer may invest the ineeme
compensation to be deferred under an agreement in the following categories of
investment or insurance:

(a) Annuities;

(b) Mutual funds;

(c) Bank savings accounts or savings and loan associations;

(d) Trust companies gualified to act as fiduciaries in this state;
or

(e) An organization established for the purpose of administering
public employee deferred compensation retirement plans and authorized to do
business in the State of Nebraska.

(4) The deferred compensation program shall serve in addition to but
not be a part of any existing retirement or pension system provided for state
employees or any other benefit program.

(5) Any ineeme compensation deferred wunder such a deferred
compensation plan shall continue to be included as regular compensation for
the purpose of computing the retirement, pension, or social security
contributions made or benefits earned by any employee.

(6) Any sum so deferred shall not be included in the computation of
any federal or state taxes withheld on behalf of any such employee or
independent contractor.

(7) The state, the board, the state inyestment officer, or the
agency shall not be responsible for any investment results entered into by the
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employee or independent contractor in the deferred compensation agreement.

(8) Nothing in this section shall in any way limit, restrict, alter,
amend, invalidate, or nullify any deferred compensation plan previously
instituted by any instrumentality or agency of the State of Nebraska, and any
such plan is hereby authorized and approved.

Sec. 656. Section 84-1505, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1505. The Publie Employees Retirement Beerd shell eet as
eustedian for investment econtracts purehased in the neme of the State of
Nebrashka under the terms of seectiens 84-1504 o 84-31586+ The board shaill
reeeive alt rights end inecidents ef ewnership of such investment econtreets
The empleyee shall heve no interest in any investment centieet er the proceeds
thereef A1l compensation deferred under the plan, all property and rights
purchased with the deferred compensation, and all investment income
attributable to the deferred compensation, property, or rights shall remain
solely the property and rights of the State of Nebraska until such time as
payments shall be paid under the terms of the deferred compensation plan.

Sec. 57. Section 84-1506, Reissue Revised Statutes of Nebraska, 1is
amended to read:

84-1506. (1) Under the first methed of disbursement mentiened in
section 84-1508; the Publie Empioyees Retirement Board shall reeeive payments
er benefits of any investment centracts purchesed under sectiens 84-1504 te
84-1506+ The deferred compensation plan, any_amount shall not be available to
the participant or beneficiary prior to (a) the calendar year in which the
participant attains age_seventy and one-half years., (b) when the particjipant
is separated from service with the state, or (c) when the participant has an
unforeseeable emergency as determined by the Public Employees Retirement
Board. The deferred compensation plan shall meet the minimum distribution
requirements of section 457 of the Internal Revenue Code. Distribution shall
be made as provided in subsection (2) of this section or sections 84-1509 and
84-1510.

(2)__For amounts under the deferred compensation plan which are not
84-1509, payments and benefits shall be deposited in the Deferred Compensation
Fund which is hereby created. The State Treasurer shall make payments to the
employees from the Deferred Compensation Fund.

Sec. 58, Section 84-1509, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1509. Under the seeond methed eof disbursement mentiened in
seetien 84-1568; the The Public Employees Retirement Board may enter into an
administrative services agreement with an organization authorized to conduct
business in Nebraska and to administer public employee deferred compensation
retirement plans. No such agreement shall be entered into unless the board
determines that it will result in administrative economy and will be in the
best interests of the state and its participating employees.

Sec. 59. Sections 4, 5, 44, 45, and 60 of this act become operative
on January 1, 1997. The other sections of this act become operative on their
effective date.

Sec. 60. Original sections 84-1310.01 and 84-1311, Reissue Revised
Statutes of Nebraska, and sections 23-2309.01 and 23-2310, Revised Statutes
Supplement, 1994, are repealed.

Sec. 61. original sections 23-2314, 24-701, 24-704, 24-710.03,
72-1238, 72-1240, 72-1242, 79-1501, 79-1515, 81-2024, 81-2026, 81-2034,
84-1301, 84-1309.01, B84-1316, 84-1325, B84-1501, 84-1504 to 84-1506, and
84-1509, Reissue Revised Statutes of Nebraska, sections 2-1608, 72-1237,
72-1239, 72-1243, and 72-1260, Revised Statutes Supplement, 1994, and sections
23-2301, 23-2305, 23-2331, 79-1043, 79-1501.01, 79-1503, 81-2014, 81-2019,
84-1305, 84-1331, and 84-1503, Revised Statutes Supplement, 1995, are
repealed.

Sec. 62, The following sections are outright repealed: Sections
79-1505, B4-1306, and 84-1508, Reissue Revised Statutes of Nebraska.
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