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Section 1. Section 12.8, unnumbered paragraph 3, Code
2001, is amended to read as follows:

The treasurer of state, with the approval of the investment
board of the Iowa public employees' retirement system, may
conduct a program of lending securities in the Iowa public
employees' retirement system portfolio. When gecurities are
loaned as provided by this paragraph, the treasurer shall act
in the manner provided for investment of moneys in the Iowa
public employees' retirement fund under section 93Bxr3 97B.7A.
The treasurer of state shall report at least annually to the
investment board of the Iowa public employees' retirement
system on the program and shall provide additional information
on the program upon the request of the investment board or the
employees of the Iowa public employees' retirement system
division of the department of personnel.

Sec. 2, Section 12B.10, subsection 4, paragraph f, Code
2001, is amended to read as follows:

f. Investments authorized for the Iowa public employees'
retirement system in section 97Bs7r-subsection-2y-paragraph
upus 97B,7A, except that investment in common stocks is not
permitted,

Sec. 3. Section 12C.5, Code 2001, is amended to read as
follows:

12C.5 REFUSAL OF DEPOSITS -- PROCEDURE.

If the approved depositories will not accept the deposits
under the conditions prescribed or authorized in this chapter,
the funds may be deposited, on the same or better terms as
were offered to the depositories, in one or more approved
depositories conveniently located within the state.

The treasurer of state may invest in any of the investments
authorized for the Iowa public employees' retirement system in
section 97Br?r-subsection-2y-paragqraph-4pt 97B.7A except that
investment in common stocks shall not be permitted.

Sec. 4. Section 12C.10, Code 2001, is amended to read as
follows:
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12C.10 INVESTMENT OF FUNDS CREATED BY ELECTION.

The governing council or board, who by law have control of
any fund created by direct vote of the people, may invest any
portion of the fund not currently needed, in investments
authorized in section 12B.10. The treasurer of state may
invest in any of the investments authorized for the Iowa
public employees' retirement system in section 97B<3%y
subsection-2y-paragraph-4bt 97B,7A except that investment in
common stocks shall not be permitted. Interest or earnings on
such funds shall be credited as provided in section 12C.7,
subgection 2.

Sec. 5. Section 19A.1, subsection 3, paragraph b, Code
2001, is amended to read as follows:

b. The investment board of the Iowa public employees’
retirement system created by section 9%B<s8 97B.8A.

Sec. 6. Section 97A.7, subsection 2, Code 2001, is amended
to read as follows:

2. The several funds created by this chapter may be
invested in any investments authorized for the Iowa public
employees' retirement system in section 97B:r?y-subsection-2¢
paragraph-4b¥ S57B.7A.

Sec. 7. Section 97B.1, Code 2001, is amended to read as
follows: )

97B.1 SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS.

1. The "lIowa Public Employees' Retirement System" is
created. The Iowa public employees' retirement system =

division, a separate and distinct division within the

department of personnel, shall administer the system.

2. As used in this chapter unless the context requires
otherwise:

a. "Board" means the investment board created by section
93B-8 97B.8A.

b. "Chief executive officer" means the chief executive

officer of the Iowa public employees' retirement system

division, notwithstanding section 7E.2, subsection 3,
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paragraph "c", subparagraph (1).

C. "Committee" means the benefits advisory committee
created by section 97B.8B.

bs 4. '"DPepartment Division" means the department-of
personnet Iowa public employees' retirement system division,

es--!Pirectori-means-the-director-of-the-department-of
persennei:

ds e. "System" means the Iowa public employees' retirement
system,

Sec. 8., NEW SECTION. 97B.3A CHIEF EXECUTIVE OFFICER --
APPOINTMENT AND QUALIFICATIONS.

1. The administrator of the division is the chief
executive officer. The chief executive officer shall be
appointed by the governor subject to confirmation by the
senate and shall serve at the pleasure of the governor.

2. The qualifications for appointment as the chief
executive officer shall include a demonstrated knowledge of
and executive-level experience in all aspects of pension fund
administration, including financial management, investment
asset management, benefit design and delivery, legal
administration, and operations administration. The chief
executive officer shall not be selected on the basis of
political affiliation, and while employed as the chief
executive officer, shall not be a member of a political
committee, participate in a political campaign, or be a
candidate for a partisan elective office, and shall not
contribute to a political campaign fund, except that the chief
executive officer may designate on the checkoff portion of the
state or federal income tax return, or both, a party or
parties to which a contribution is made pursuant to the
checkoff. The chief executive officer shall not hold any
other office under the laws of the United States or of this or
any state and shall devote full time to the duties of office.

Sec. 9. Section 97B.4, Code 2001, is amended by striking
the section and inserting in lieu thereof the following:

-3-
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97B.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF
DIVISION —-- IMMUNITY.

1. CHIEF EXECUTIVE OFFICER. The division, through the
chief executive officer, shall administer this chapter. The
chief executive officer shall alsoc be the division's statutory
designee with respect to the rulemaking power.

2. GENERAL AUTHORITY.

a. The division may adopt, amend, waive, or rescind rules,
employ persons, execute contracts with outside parties, make
expenditures, require reports, make investigations, and take
other action it deems necessary for the administration of the
gystem in conformity with the requirements of this chapter,
the applicable provisions of the Internal Revenue Code, and
all other applicable federal and state laws. The rules shall
be effective upon compliance with chapter 17A.

b. The division may delegate to any person such authority
as it deems reasonable and proper for the effective
administration of this chapter, and may bond any person
handling moneys or signing checks under this chapter.

¢. In administering this chapter, the division shall enter
into a biennial agreement with the department of personnel
concerning the sharing of resources between the division and
department which are of benefit to each and which are
consistent with the mission of the division and the
department. The budget program for the division shall be
compiled by the department of personnel in collaboration with
the division and submitted by the department pursuant to
section 8.23.

'3. PERSONNEL.

a. CBIEF INVESTMENT OFFICER. The chief executive officer,
following consultation with the board, shall employ a chief
investment officer who shall be appointed pursuant to chapter
19A and shall be responsible for administering the investment
program for the retirement fund pursuant to the investment

policies of the board.
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b. CHIEF BENEFITS OFFICER. The chief executive officer,
following consultation with the benefits advisory committee,
shall employ a chief benefits officer who shall be appointed
pursuant to chapter 19A and shall be responsible for
administering the benefits and other services provided under
the system.

c. ACTUARY. The division shall employ an actuary who
shall be selected by the board and shall serve at the pleasure
of the board. The actuary shall be the technical advisor for
the system on matters regarding the operation of the
retirement fund.

d. DIVISION EMPLOYEES. Subject to other provisions of
this chapter, the division may employ all other personnel as
necessary for the administration of the system. The maximum
number of full-time equivalent employees specified by the
general assembly for the division for administration of the
system for a fiscal year shall not be reduced by any authority .
other than the general assembly. The personnel of the

division shall be appointed pursuant to chapter 19A. The
division shall not appoint or employ a person who is an
officer or committee member of a political party organization
or who holds or is a candidate for a partisan elective public
office,.

e. LEGAL ADVISORS. The division may employ attorneys and
contract with attorneys and legal firms for the provision of
legal counsel and advice in the administration of this chapter
and chapter 97C.

f. OUTSIDE ADVISORS. The division may execute contracts
with persons cutside state government, including investment
advisors, consultants, and managers, in the administration of
this chapter. However, a contract with an investment manager
or investment consultant shall not be executed by the division
pursuant to this paragraph without the prior approval by the
board of the hiring of the investment manager or investment .
consultant.
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4. REPORTS.

a. ANNUAL REPORT TO GOVERNOR, Not later than the
fifteenth day of December of each year, the division shall
submit to the governor a report covering the administration
and operation of this chapter during the preceding fiscal year
and shall make recommendations for amendments to this chapter.
The report shall include a balance sheet of the moneys in the
retirement fund. The report shall also include information
concerning the investment management expenses for the
retirement fund for each fiscal year expressed as a percent of
the market value of the retirement fund investment assets,
including the information described in section 97B.7,
subsection 3, paragraph "d". The information provided under
this paragraph shall also include information on the
investment policies and investment performance of the
retirement fund. In providing this information, to the extent
possible, the division shall include the total investment
return for the entire fund, for portions of the fund managed
by investment managers, and for internally managed portions of
the fund, and the cost of managing the fund per thousand
dollars of assets. The performance shall be based upon market
value, and shall be contrasted with relevant market indices
and with performances of pension funds of similar asset size.

b. ANNUAL STATEMENT TO MEMBERS. The division shall
prepare and distribute to the members, at the expense of the
retirement fund, an annual statement of the member's account
and, in such a manner as the division deems appropriate, other
information concerning the systemn.

¢. ACTUARIAL INVESTIGATION. During calendar year 2002,
and every four years thereafter, the division shall cause an
actuarial investigation to be made of all experience under the
retirement system. Pursuant to such an investigation, the
division shall, from time to time, determine upon an actuarial
basis the condition of the system and shall report to the
general assembly its findings and recommendations.

-6-
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d. ANNUAL VALUATION OF ASSETS. The division shall cause
an annual actuarial valuation to be made of the assets and
liabilities of the system and shall prepare an annual
statement of the amounts to be contributed under this chapter,
and shall publish annually such valuation of the assets and
liabilities and the statement of receipts and disbursements of
the system. Based upon the actuarial methods and assumptions
adopted by the board for the annual valuation, the division
shall certify to the governor the contribution rates
determined thereby as the rates necessary and sufficient for
members and empleoyers to fully fund the benefits and
retirement allowances being credited.

5. INVESTMENTS. The division, through the chief
investment officer, shall invest, in accordance with the
investment policy and goal statement established by the board,
the portion of the retirement fund which, in the judgment of
the division, is not needed for current payment of benefits

under this chapter subject to the requirements of section
97B.7A.

6. OLD RECORDS. The division may destroy or dispose of
such original reports or records as have been properly
recorded or summarized in the permanent records of the
divigion and are deemed by the chief executive officer to be
no longer necessary to the proper administration of this
chapter. The destruction or disposition shall be made only by
order of the chief executive officer. Records of deceased
members of the system may be destroyed ten years after the
later of the final payment made to a third party on behalf of
the member or the death of the member. Any moneys received
from the disposition of these records shall be deposited to
the credit of the retirement fund subject to rules adopted by
the division.

7. IMMUNITY. The division, employees of the division, the
board, the members of the board, and the treasurer of state
are not personally liable for actions or omissions under this .

-7 -
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chapter that do not involve malicious or wanton misconduct
even if those actions or omissions violate the standards
established in section 97B.7A.

Sec. 10. Section 97B.7, Code 2001, is amended by striking
the section and inserting in lieu thereof the following:

97B.7 FUND CREATED -- EXCLUSIVE BENEFIT -- STANDING
APPROPRIATIONS.

1. There is hereby created as a special fund, separate and
apart from all other public moneys or funds of this state, the
"Iowa Public Employees' Retirement Fund”, hereafter called the
"retirement fund®". The retirement fund shall consist of all
moneys collected under this chapter, together with all
interest, dividends, and rents thereon, and shall also include
all securities or investment income and other assets acquired
by and through the use of the moneys belonging to the
retirement fund and any other moneys that have been paid into
the retirement fund.

2. The treasurer of the state of Iowa is hereby made the
custodian of the retirement fund and shall hold and disburse
the retirement fund in accordance with the requirements of
this chapter. As custodian, the treasurer shall be authorized
to disburse moneys in the retirement fund upon warrants drawn
by the director of revenue and finance pursuant to the order
of the division.

3. All moneys which are paid or deposited into the fund
are appropriated and made available to the division to be used
for the exclusive benefit of the members and their
beneficiaries or contingent annuitants as provided in this
chapter:

a. To be used by the division for the payment of claims
for benefits under this chapter.

b. To be used by the division to pay refunds provided for
in this chapter.

¢. To be used for the costs of administering the system,
including up to $50,000 per fiscal year for actual and

-8-
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necessary expenses of the benefits advisory committee. If as
a result of action under section 8.31, the governor has
reduced the moneys appropriated from the retirement fund to
the division for salaries, support, maintenance, and other
operational purposes to pay the costs of the system for a
fiscal year, it is the intent of the general assembly that the
amount by which the appropriation has been reduced should be
transferred from the retirement fund to the division for
salaries, support, maintenance, and other operational purposes
to pay the costs of the system for that fiscal year.

d. To be used to pay for investment management expenses
incurred in the management of the retirement fund. Expenses
incurred pursuant to this paragraph shall be charged to the
investment income of the retirement fund. However, the amount
appropriated for a fiscal year under this paragraph shall not
exceed four—~tenths of one percent of the market value of the
retirement fund.

Sec. 11. NEW SECTION. 97B.7A INVESTMENT AND MANAGEMENT
OF RETIREMENT FUND -- STANDARDS ~- IMMUNITY.

1. INVESTMENT AND INVESTMENT POLICY STANDARDS. 1In
establishing the investment policy of the retirement fund and

providing for the investment of the retirement fund, the
division and board shall do the following:

a. Exercise the judgment and care, under the circumstances
then prevailing, which persons of prudence, discretion, and
intelligence exercigse in the management of their own affairs,
not for the purpose of speculation, but with regard to the
permanent disposition of the funds, considering the probable
income, as well as the probable safety, of their capital.

b. Give appropriate consideration to those facts and
circumstances that the division and board know or should know
are relevant to the particular investment or investment policy
involved, including the role the investment plays in the total

value of the retirement fund. .
c. For the purposes of this subsection, appropriate

-9
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consideration includes, but is not limited to, a determination
that the particular investment or investment policy is
reasonably designed to further the purposes of the systenm,
taking into consideration the risk of leoss and the opportunity
for gain or income associated with the investment or
investment policy and consideration of the following factors
as they relate to the retirement fund:

(1) The composition of the retirement fund with regard to
diversification.

(2) The liquidity and current return of the investments in
the retirement fund relative to the anticipated cash flow
requirements of the systen.

(3) The projected return of the investments relative to
the funding objectives of the retirement system.

2, INVESTMENT ACQUISITIONS. Within the limitations of the
investment standards prescribed in this section, the system
may acquire and retain every kind of property and every kind
of investment which persons of prudence, discretion, and
intelligence acquire or retain for their own account.
Consistent with this section, investments shall be made in a
manner that will enhance the economy of this state, and in
particular, will result in increased employment .of the
residents of this state. Investments of moneys in the
retirement fund are not subject to sections 73.15 through
73.21.

3. LIABILITY -- REIMBURSEMENT. Except as provided in
section 97B.4, subsection 7, if there is loss to the
retirement fund, the treasurer of state, the division, the
employees of the division, the members of the board severally,
and the board are not personally liable, and the loss shall be
charged against the retirement fund. There is appropriated
from the retirement fund, the amount required to cover a loss.

4. INVESTMENT PROCEDURES. 1In managing the investment of
the retirement fund, the division, in accordance with the
investment policy established by the board, is authorized to

~10-
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do the following:

a. To sell any securities or other property in the
retirement fund and reinvest the proceeds when such action may
be deemed advisable by the division for the protection of the
retirement fund or the preservation of the value of the
investment. Such sale of securities or other property of the
retirement fund and reinvestment shall only be made in
accordance with policies of the board in the manner and to the
extent provided in this chapter.

b. To subscribe for the purchase of securities for future
delivery in anticipation of future income. The securities
shall be paid for by anticipated income or from funds from the
sale of securities or other property held by the retirement
fund.

c. To pay for securities directed to be purchased upon the
receipt of the purchasing bank's paid statement or paid
confirmation of purchase.

5. TRAVEL. 1In the administration of the investment of
moneys in the retirement fund, employees of the division and
members of the board may travel outside the state for the
purpose of meeting with investment firms and consultants and
attending conferences and meetings to fulfill their fiduciary
responsibilities. This travel is not subject to section
421.38, subsection 2.

Sec. 12, NEW SECTION. 97B.8A INVESTMENT BOARD.

1. BOARD ESTABLISHED. A board is established to be known
as the "Investment Board of the Iowa Public Employees'

Retirement System", referred to in this chapter as the
"board". The duties of the board are to establish policy, and
review its implementation, in matters relating to the
investment of the retirement fund. The board shall be the
trustee of the retirement fund.

2. INVESTMENT REVIEW. a. At least annually the board
shall review the investment policies and procedures used by
the board and division, and shall hold a public meeting on the

-11~-
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investment policies and investment performance of the
retirement fund. Following its review and the public meeting,
the board shall, pursuant to the requirements of section
97B.7A, and in consultation with the chief investment officer
and other relevant personnel of the division, establish an
investment policy and goal statement that shall direct the
investment activities concerning the retirement fund.

b. The board shall review and approve, prior to the
execution of a contract with the division, the hiring of each
investment manager and investment consultant outside of state
government.

¢. The board shall be involved in the performance
evaluation of the chief investment officer.

3. ACTUARIAL RESPONSIBILITIES.

a. The board shall select the actuary to be employed by
the system as provided in section 97B.4.

b. The board shall, in consultation with the chief
executive officer, the actuary, and other relevant personnel
of the division, adopt from time to time mortality tables and
all other necessary factors for use in actuarial calculations
required in connection with the system. The board shall also
adopt the actuarial methods and assumptions to be used by the
actuary for the annual valuation of assets as required by
gsection 97B.4.

4., MEMBERSHIP.

a. The board shall consist of nine members, including
seven voting members and two nonvoting members. The voting
members shall be as follows:

(1) Three public members, appocinted by the governor, who
are not members of the system and who each have substantial
institutional investment experience or substantial
institutional financial experience.

(2) Three members, appointed by the governor, who are
members of the system. Of the three members appointed, one
shall be an active member who is an employee of a school

-12-
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district, area education agency, or merged area; one shall be
an active member who is not an employee of a school district,
area education agency, or merged area; and one shall be a
retired member of the system.

{(3) The treasurer of state.

The nonvoting members of the becard shall be one state
representative, appointed by the speaker of the house of
representatives, and one state senator, appointed by the
president of the senate, after consultation with the majority
leader and the minority leader of the senate.

b. Four voting members of the board shall constitute a
quorum.

¢. The three members who have substantial institutional
investment experience or substantial institutional financial
experience, and the member who is a retired member of the

system, shall be paid their actual expenses incurred in the
performance of their duties and shall receive a per diem as

specified in section 7E.6 for each day of service not
exceeding forty days per year. Legislative members shall be
paid the per diem and expenses specified in section 2,10, for
each day of service. The per diem and expenses of the
legislative members shall be paid from funds appropriated
under section 2.12. The members who are active members of the
gsystem and the treasurer of state shall be paid their actual
expenses incurred in the performance of their duties as
members of the board and the performance of their duties as
members of the board shall not affect their salaries,
vacations, or leaves of absence for sickness or injury.

d. The appointive terms of the members appointed by the
governor are for a period of six years beginning and ending as
provided in section 69.19. If there is a vacancy in the
membership of the board for one of the members appointed by
the governor, the governor has the power of appointment.
Gubernatorial appointees to this board are subject to
confirmation by the senate.

_13_
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S. CLOSED SESSIONS. 1In addition to the reasons provided
in section 21.5, subsection 1, the board may hold a c¢losed
sesgsion pursuant to the requirements of section 21.5 of that
portion of a board meeting in which financial or commercial
information is provided to or discussed by the board if the
board determines that disclosure of such information could
result in a loss to the system or to the provider of the
information,

Sec. 13. NEW SECTION. 97B.8B BENEFITS ADVISORY
COMMITTEE.

1. COMMITTEE ESTABLISHED. A benefits advisory committee
shall be established whose duty is to consider and make

recommendations to the division and the general assembly

concerning the provision of benefits to members of the system.

2. MEMBERSHIP. The benefits advisory committee shall be
comprised of representatives of constituent groups concerned
with the system, and shall include representatives of
enmployers, active members, and retired members. In addition,
the director of the department of personnel and a member of
the public selected by the voting members of the committee
shall serve as members of the committee. The division shall
adopt rules under chapter 17A to provide for the selection of
members to the committee and the election of the voting
members of the committee.

3. VOTING MEMBERS. Of the members who comprise the
committee, nine members shall be voting members. Except as
otherwise provided by this subsection, the voting members
shall be elected by the members of the committee from the
membership of the committee. Of the nine voting members of
the committee, four shall represent covered employers, and
four shall represent the members of the system. Of the four
voting members representing employers, one shall be the

director of the department of personnel, one shall be a member

of a constituent group that represents cities, one shall be a
member of a constituent group that represents counties, and

=14~
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one shall be a member of a constituent group that represents
local school districts. Of the four voting members who
represent members of the system, one shall be a member of a
constituent group that represents teachers. The ninth voting
member of the committee shall be a citizen who is not a member
of the system and who is elected by the other voting members
of the committee.

4. DUTIES.

a. At least every two years, the benefits advisory
committee shall review the benefits and services provided to
members under this chapter, and the voting members of the
committee shall make recommendations to the division and the
general assembly concerning the benefits, benefits policy, and
benefit goals, provided under this chapter.

b. The benefits advisory committee shall be involved in
the performance evaluation of the chief benefits officer.

5. TERMS OF VOTING MEMBERS. Except for the director of
the department of personnel and as otherwise provided in the
rules for the initial selection of voting members of the
committee, each member selected to be a voting member shall
serve as a voting member for three years. Terms for voting
members begin on May 1 in the year of selection and expire on
April 30 in the year of expiration. Vacancies shall be filled
in the same manner as the original selections. A vacancy
shall be filled for the unexpired term.

6. EXPENSES. The members who are not active members of
the system shall be paid their actual expenses incurred in the
performance of their duties and shall receive a per diem as
specified in section 7E.6 for each day of service not
exceeding forty days per year. The members who are active
members of the system and the director of the department of
personnel shall be paid their actual expenses incurred in the
performance of their duties as members of the committee and
the performance of their duties as members of the committee
shall not affect their salaries, vacations, or leaves of

_ls_
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absence for sickness or injury.

Sec. 14. Section 97B.20A, Code 2001, is amended toc read as
follows:

97B.20A APPEAL PROCEDURE.

Members and third-party payees may appeal any decision made
by the department division that affects their rights under
this chapter. The appeal shall be filed with the department
division within thirty days after the notification of the
decision was mailed to the party's last known mailing address,
or the decision of the department division is final. 1If the
party appeals the decision of the department division, the
department division shall conduct an internal review of the
decision and the chief benefits executive officer shall notify
the individual who has filed the appeal in writing of the
departmentts division's decision. The individual who has

filed the appeal may file an appeal of the department‘s
division's final decision with the department division under

chapter 17A by notifying the department division of the appeal
in writing within thirty days after the notification of its
final decision was mailed to the party's last known mailing
address. Once notified, the department division shall forward
the appeal to the department of inspections and appeals.

Sec. 15. Section 97B.25, Code 2001, is amended to read as
follows:

97B.25 APPLICATIONS FOR BENEFITS.

A representative designated by the chief benefits executive
officer and referred to in this chapter as a retirement
benefits officer shall promptly examine applications for
retirement benefits and on the basis of facts found shall
determine whether or not the claim is valid. If the claim is
valid, the retirement benefits officer shall send a
notification to the member stating the option the member has
selected pursuant to section 97B.51, the month with respect to
which benefits shall commence, and the monthly benefit amount
payable. If the claim is invalid, the retirement benefits

-1 6—-
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officer shall promptly notify the applicant and any other
interested party of the decision and the reasons. A
retirement application shall not be amended or revoked by the
member once the first retirement allowance is paid. A
member's death during the first month of entitlement shall not
invalidate an approved application.

Sec. 16. Section 257B.20, subsection 4, Code 2001, is
amended to read as follows:

4. In any investments authorized for the Iowa public
employees' retirement system in section 97BrFy-subsectien-zy
paragraph-%b% 97B.7A, except that investment in common stocks
shall not be permitted.

Sec. 17. Section 411.,7, subsection 2, Code 2001, is
amended to read as follows:

2. The secretary of the board of trustees shall invest, in
accordance with the investment policy established by the board
of trustees, the portion of the fund established in section
411.8 which in the judgment of the board is not needed for
current payment of benefits under this chapter in investments

authorized in section 93B<-7y-subsection-2y-paragraph-2pt
97B.7A, for moneys in the Iowa public employees' retirement
fund.

Sec. 18. Section 602.9111, subsection 1, Code 2001, is
amended to read as follows:

1. So much of the judicial retirement fund as may not be
necessary to be kept on hand for the making of disbursements
under this article shall be invested by the treasurer of state
in any investments authorized for the Iowa public employees'
retirement system in section 9%B:7y-subsection-27-paragraph
kps 97B.7A, and the earnings therefrom shall be credited to
the fund. The treasurer of state may execute contracts and
agreements with investment advisors, consultants, and
investment management and benefit consultant firms in the
administration of the judicial retirement fund.

Sec. 19. INVESTMENT BOARD TRANSITION.
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1. Notwithstanding provisions of section 97B.8A, as

enacted in this Act, to the contrary, the new investment board
of the Iowa public employees' retirement system shall, on July
1, 2002, consist of the following members, who shall serve the
following terms:

a. The members of the investment board established under
section 97B.8, Code 2001, who are an active member who is an
employee of a school district, area education agency, or
merged area; an active member who is not an employee of a
school district, area education agency, or merged area; and a
retired member, shall cease membership on the investment board
and commence membership on the new investment board
established under section 97B.8A on July 1, 2002. The terms
of these members on the investment board established under
section 97B.8A shall expire on the same date as their terms
would have expired on the investment board in accordance with
section 97B.8, Code 2001.

b. The members of the investment board established under
gsection 97B.8, Code 2001, who are an executive of a domestic
life insurance company, an executive of a state or national
bank, and an executive of an industrial corporation located
within the state of Iowa, shall cease membership on the
investment board and commence membership on the new investment
board established under section 97B.8A on July 1, 2002. The
terms of these members on the new investment board established
under section 97B.8A shall expire on the same date as their
terms would have expired on the investment board in accordance
with section 97B.8, Code 2001. Upon expiration of each of
these member's term of office, the governor shall appoint a
member to the board consistent with the requirements of
section 97B.8A, subsection 4, paragraph "a", subparagraph (1l).

c. The members of the investment board established under
section 97B.8, Code 2001, who are legislative members shall
cease membership on the investment board and commence
membership on the new investment board established under

-18_




W ® ~J o 0 & W N

W W W W W W N NN NN N NN NN - - -
N b W N = O YU 0~ s W N = O W R 0N s WD O

section 97B.8A on July 1, 2002. The terms of these members
shall expire at the pleasure of the appointing authorities as
provided in section 97B.8A, as enacted in this Act,

d. The director of the department of personnel shall cease
membership on the investment board established under section
97B.8, Code 2001, on July 1, 2002, The treasurer of state
shall commence membership on the new investment board
established under section 97B.8A, and shall serve on the board
as provided in section 97B.8A, as enacted in this Act.

2, 1Initial appecintments by the governor under this section
are subject to confirmation by the senate. If a vacancy
occurs as to a member of the investment board established
under section 97B.8A who is appointed by the governor prior to
the expiration of a term as provided in this section, the
governor shall appoint a member to serve the remainder of the
term so that the membership requirements of section 97B.8A, as
enacted in this Act, are fulfilled, and the appointment shall
be subject to confirmation by the senate. Upon the expiration
of a term established in this section, a member shall be
appointed in the manner and for a term of service as specified
in section 97B.8A, as enacted in this Act. Except as
otherwise provided in this section, the investment board
established under this section shall be subject to the
requirements of section 97B.8A, as enacted in this Act.

Sec. 20, BENRFITS ADVISORY COMMITTEE TRANSITION,

1. Effective July 1, 2001, and notwithstanding provisions
of section 97B.8B, as enacted in this Act, to the contrary, a
transition benefits advisory committee shall be created and
shall consist of the following voting members:

a. A member representing the Iowa state education
association.

b. A member representing the Iowa association of community
college trustees,

c. A member representing the school administrators of
Icowa.
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d. A member representing the Iowa association of school
boards.

e. A member representing the retired school personnel
association.

f. A member representing the state police officers
council.

g. The director of the department of personnel.

h. A member representing the IPERS' improvement
association.

i. A member representing the American federation of state,
county, and municipal employees.

j. A member representing the Iowa state sheriffs' and
deputies' association.

k. A member representing the Iowa state association of
counties.

1., A member representing the Iowa league of cities.

m. A member representing the Iowa association of chiefs of
police and peace officers.

n. A member of the public with substantial pension
benefits experience as selected by the chief benefits officer
of the lowa public employees' retirement system.

©. A member representing the department of management.

2. By July 1, 2002, the transition benefits advisory
committee shall issue a report to the Iowa public employees'
retirement system division concerning the rules to be adopted
by the division governing the benefits advisory committee as
provided in section 97B.8B, as enacted in this Act. The rules
should include provisions governing the selection of members
of the committee, the selection of voting members of the
committee, and any other provisions deemed necessary for
establishing the benefits advisory committee consistent with
the requirements of section 97B.8B.

3. The transition benefits advisory committee shall be
dissolved by July 31, 2002.

Sec. 21. AMENDMENTS CHANGING TERMINOLOGY -- DIRECTIVES TO
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CODE EDITOR. Except as otherwise provided in this Act, the
Iowa Code editor is directed to strike the words "department",
"department of personnel”, and "department's" and insert the
words "division" and "division's" wherever the word
"department”, "department of personnel", or "“department‘'s"
appears in chapter 97B of the Iowa Code and the reference to
"department", "department of personnel”, or "department's"
means the department of personnel unless a contrary intent is
clearly evident.

Sec. 22. ADMINISTRATIVE RULES. To the extent not
inconsistent with this Act, the administrative rules
promulgated and adopted by the department of personnel
concerning the Iowa public employees' retirement system prior
to July 1, 2002, shall be the rules of the Iowa public
employees' retirement system division and shall remain in
effect on and after July 1, 2002, subject to the authority of
the division to modify or change the rules pursuant to Iowa
Code chapter 17A,

Sec. 23. Sections 97B.5, 97B.6, 97B.8, 97B.57, 97B.59,
97B.60, 97B.61, Code 2001, are repealed.

Sec. 24. EFFECTIVE DATE. This Act takes effect July 1,
2002. EHowever, section 21 of this Act, establishing a
benefits advisory committee transition, takes effect July 1,
2001.

EXPLANATION

This bill modifies the governance and structure of the Iowa
public employees' retirement system (IPERS). Under current
law, IPERS is administered by the department of personnel
through the chief benefits officer and the chief investment
officer, both of whom are selected by the department. The
treasurer of state is the trustee of the IPERS retirement
fund, and the IPERS investment board is statutorily required
to advise the department in the formulation of the investment

policy for the fund. .
Under the bill, IPERS remains within the department of
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personnel. However, the management of IPERS is made the
direct responsibility of the newly created IPERS division
within the department, and all powers and duties currently
given to the department of personnel to manage and operate
IPERS are given to the division. A chief executive officer,
who shall manage the division, shall be appocinted by the
governor and be subject to confirmation by the senate. The
bill requires that the chief executive officer have
demonstrated knowledge of and executive-level experience in
all aspects of pension fund administration. The bill also
requires the chief executive officer to employ a chief
investment officer who shall be selected following
consultation with the investment board and a chief benefits
officer who shall be selected following consultation with the
benefits advisory committee.

The current IPERS investment board is modified under the
bill in both structure and duties.

Under the bill, the investment board is made the trustee of
the IPERS retirement fund. The board is given the explicit
authority, in consultation with the chief investment officer
and other personnel of the division, to develop the investment
policy and goal statement that will direct the investment
activities concerning the fund. The actual investment of the
fund remains the responsibility of the division subject to the
investment policy established by the board. 1In addition, the
investment board is given the authority to hire and fire the
actuary to be used as the technical advisor of the system.

The board is also given the responsibility of adopting the
actuarial assumptions to be used by the actuary in determining
the condition of the retirement fund. The board is required
to consult with the chief executive officer, the actuary, and
other relevant division personnel in the development of the
actuarial assumptions.

The membership of the board is also modified under the
bill. Under the bill, the director of the department of
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personnel is replaced with the treasurer of state, and the

treasurer is made a voting member of the board. In addition,

the three current members who must be an executive of a
domestic life insurance company, an executive of a state or
national bank operating within the state of Iowa, and an
executive of an industrial corporation located within the
gtate of Iowa, are replaced with three members who must have
substantial institutional investment experience or financial
experience. In addition, the three current members of the
board who are members of the system remain. The two
legislative members of the board also remain but are made

nonvoting members of the new board. The bill also establishes

a mechanism for transitioning from the current board
membership to the new board membership.
The bill also establishes a new benefits advisory

committee. The duties of the committee are to review and make

recommendations to the division and the general assembly

concerning the provision of benefits to members of the system.

The bill provides that the members of this board shall be
comprised of representatives of constituent groups concerned
with the system, including representatives of employers,
active members, and retired members. The election of these
members shall be done pursuant to rules adopted by the
division. The director of the department of personnel and a
person to be selected by the voting members of the committee
are also specifically included as voting members of the
committee. The bill provides that of the members of the
committee, nine shall be voting members who shall serve as
voting members for three-year terms. Of the nine voting
members, four shall represent employers, and four shall
represent employees. The ninth member shall be a member of
the public and shall be chosen by the other eight voting
members of the committee. Of the employer representatives,

one shall be the director of the department of personnel, one

shall represent a constituent group that represents the
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cities, one shall represent a constituent group that
represents the counties, and one shall represent local school
districts. Of the employee representatives, one shall be from
a group that represents teachers. Expenses for members of the
committee shall be paid in the same manner and amount as they
are paid for the current members of the investment board. The
bill also provides for the establishment of a transition
benefits advisory committee on July 1, 2001. The bill
egstablishes the exact membership of this transition committee
and provides that it shall be dissolved by July 31, 2002. The
transition committee is given the task of making
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recommendations in a report to the IPERS division no later
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than July 1, 2002, concerning the rules to adopt in governing
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the new benefits advisory committee. The proposed rules in
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the report shall include, at a minimum, provisions governing
the selection of members to the committee and the selection of

=
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voting members of the committee.

The bill provides that the administrative rules adopted by
the department of personnel concerning IPERS shall, consistent
with this bill, remain in effect after the effective date of
this bill.

Except for the section of the bill concerning the benefits
advisory committee transition which takes effect July 1, 2001,
the bill takes effect July 1, 2002,
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Section 1. Section 12.8, unnumbered paragraph 3, Code
2001, is amended to read as follows:

The treasurer of state, with the approval of the investment
board of the Iowa public employees' retirement system, may
conduct a program of lending securities in the Iowa public
employees' retirement system portfolio. When securities are
lcaned as provided by this paragraph, the treasurer shall act
in the manner provided for investment of moneys in the Iowa
public employees' retirement fund under section 93B<+? 97B.7A.
The treasurer of state shall report at least annually to the
investment board of the Iowa public employees' retirement
system on the program and shall provide additional information
on the program upon the request of the investment board or the
employees of the Iowa public employees' retirement system
division of the department of personnel.

Sec. 2. Section 12B.10, subsection 4, paragraph f, Code
2001, is amended to read as follows:

f. Investments authorized for the Iowa public employees'
retirement system in section 93BsZ?y-subsection-2;7;-paragraph
Lmhi 97B,7A, except that investment in common stocks is not
permitted.

Sec. 3. Section 12C.5, Code 2001, is amended to read as
follows:

12C.5 REFUSAL OF DEPOSITS -- PRCCEDURE,

If the approved depositories will not accept the deposits
under the conditions prescribed or authorized in this chapter,
the funds may be deposited, on the same or better terms as
were offered to the depositories, in one or more approved
depositories conveniently located within the state,.

The treasurer of state may invest in any of the investments
authorized for the Iowa public employees' retirement system in
section 93B<F;-subsection-Z2y-paragraph-4p¥ 97B.7A except that
investment in common stocks shall not be permitted.

Sec. 4. Section 12C.10, Code 2001, is amended to read as .
follows:
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12C.10 INVESTMENT OF FUNDS CREATED BY ELECTION.

The governing council or board, who by law have control of
any fund created by direct vote of the people, may invest any
portion of the fund not currently needed, in investments
authorized in section 12B.10. The treasurer of state may
invest in any of the investments authorized for the Iowa
public employees' retirement system in section 97B<77
subsection-2y-paragraph-ibt 97B.7A except that investment in
common stocks shall not be permitted. Interest or earnings on
such funds shall be credited as provided in section 12C.7,
subsection 2,

Sec. 5. Section 19A.1, subsection 3, paragraph b, Code
2001, is amended to read as follows:

b. The investment board of the lowa public employees'
retirement system created by section 93¥Bs8 97B.8A.

Sec. 6. Section 97A.7, subsection 2, Code 2001, is amended
to read as follows:

2., The several funds created by this chapter may be
invested in any investments authorized for the Iowa public
employees' retirement system in section 37Bs7;-subsection-27
paragraph-tb¥ 97B8,.7A.

Sec. 7. Section 97B.1, Code 2001, is amended to read as
follows:

97B.1 SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS.

1. The "Iowa Public Employees' Retirement System" is
created. The Iowa public employees' retirement system ts

division, a separate and distinct division within the

department of personnel, shall adminigter the system.

2, As used in this chapter unless the context requires
otherwise:

a. "Board" means the investment board created by section
57B<8 97B.8A.

b, "Chief executive officer" means the chief executive

officer of the Iowa public employees' retirement system

division, notwithstanding section 7E.2, subsection 3,
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paragraph "c¢", subparagraph (1).

€. "Committee" means the benefits advisory committee

created by section 97B.8B.

b: d. "Bepartment Division" means the department-of
personnei Jowa public employees' retirement system division.

es--iBirectori-means-the-director-of-the-department-of
personnei-

47 e. "System" means the Iowa public employees' retirement
system.

Sec. 8., NEW SECTION. 97B.3A CHIEF EXECUTIVE OFFICER --
APPOINTMENT AND QUALIFICATIONS.

l. The administrator of the division is the chief

executive officer. The chief executive officer shall be
appointed by the governor subject to confirmation by the
senate and shall serve at the pleasure of the governor.

2. The qualifications for appointment as the chief
executive officer shall include a demonstrated knowledge of

and executive-level experience in all aspects of pension fund
administration, including financial management, investment
asset management, benefit design and delivery, legal
administration, and operations administration. The chief
executive officer shall not be selected on the basis of
political affiliation, and while employed as the chief
executive officer, shall not be a member of a political
committee, participate in a political campaign, or be a
candidate for a partisan elective office, and shall not
contribute to a political campaign fund, except that the chief
executive officer may designate on the checkoff portion of the
state or federal income tax return, or both, a party or
parties to which a contribution is made pursuant to the
checkoff. The chief executive officer shall not hold any
other office under the laws of the United States or of this or
any state and shall devote full time to the duties of office.
Sec. 9. Section 97B.4, Code 2001, is amended by striking

the section and inserting in lieu thereof the following:
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97B.4 ADMINISTRATION OF SYSTEM ~- POWERS AND DUTIES OF
DIVISION -- IMMUNITY,

1. CHIEF EXECUTIVE OFFICER. The division, through the
chief executive officer, shall administer this chapter. The
chief executive officer shall also be the division's statutory
designee with respect to the rulemaking power.

2. GENERAL AUTHORITY.

a. The division may adopt, amend, waive, or rescind rules,
employ persons, execute contracts with outside parties, make
expenditures, reguire reports, make investigations, and take
other action it deems necessary for the administration of the
system in conformity with the requirements of this chapter,
the applicable provisions of the Internal Revenue Code, and
all other applicable federal and state laws. The rules shall
be effective upon compliance with chapter 17A.

b. The division may delegate to any person such authority
as it deems reasonable and proper for the effective
administration of this chapter, and may bond any person
handling moneys or signing checks under this chapter.

c. In administering this chapter, the division shall enter
into a biennial agreement with the department of personnel
concerning the sharing of resources between the division and
department which are of benefit to each and which are
consistent with the mission of the division and the
department. The budget program for the division shall be
compiled by the department of personnel in collaboration with
the division and submitted by the department pursuant to
section 8.23.

3. PERSONNEL.

a. CHIEF INVESTMENT OFFICER. The chief executive officer,
following consultation with the board, shall employ a chief
investment officer who shall be appointed pursuant to chapter
1%A and shall be responsible for administering the investment
program for the retirement fund pursuant to the investment
pclicies of the board.
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b. CHIEF BENEFITS OFFICER. The chief executive officer,
following consultation with the benefits advisory committee,
shall employ a chief benefits officer who shall be appointed
pursuant to chapter 19A and shall be responsible for
administering the benefits and other services provided under
the system.

¢. ACTUARY. The division shall employ an actuary who
shall be selected by the board and shall serve at the pleasure
of the board. The actuary shall be the technical advisor for
the system on matters regarding the operation of the
retirement fund.

d. DIVISION EMPLOYEES. Subject to other provisions of
this chapter, the division may employ all other perscnnel as
necessary for the administration of the system. The maximum
number of full-time equivalent employees specified by the
general assembly for the division for administration of the
system for a fiscal year shall not be reduced by any authority
other than the general assembly. The personnel of the
division shall be appointed pursuant to chapter 19A. The
division shall not appoint or employ a person who is an
officer or committee member of a political party organization
or who holds or is a candidate for a partisan elective public
office.

e. LEGAL ADVISORS. The division may employ attorneys and
contract with attorneys and legal firms for the provision of
legal counsel and advice in the administration of this chapter
and chapter 97C.

f. OUTSIDE ADVISORS. The division may execute contracts
with persons outside state government, including investment
advisors, consultants, and managers, in the administration of
this chapter. However, a contract with an investment manager
or investment consultant shall not be executed by the division
pursuant to this paragraph without the prior approval by the
board of the hiring of the investment manager or investment
consultant.
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4., REPORTS.

a. ANNUAL REPORT TO GOVERNOR. Not later than the
fifteenth day of December of each year, the division shall
submit to the governor a report covering the administration
and operation of this chapter during the preceding fiscal year
and shall make recommendations for amendments to this chapter.
The report shall include a balance sheet of the moneys in the
retirement fund. The report shall also include information
concerning the investment management expenses for the
retirement fund for each fiscal year expressed as a percent of
the market value of the retirement fund investment assets,
including the information described in section 97B.7,
subsection 3, paragraph "d". The information provided under
this paragraph shall also include information on the
investment policies and investment performance of the
retirement fund. In providing this information, to the extent
possible, the division shall include the total investment
return for the entire fund, for portions of the fund managed
by investment managers, and for internally managed portions of
the fund, and the cost of managing the fund per thousand
dollars of assets. The performance shall be based upon market
value, and shall be contrasted with relevant market indices
and with performances of pension funds of similar asset size.

b. ANNUAL STATEMENT TO MEMBERS. The division shall
prepare and distribute to the members, at the expense of the
retirement fund, an annual statement of the member's account
and, in such a manner as the division deems appropriate, other
information concerning the system.

c. ACTUARIAL INVESTIGATION. During calendar year 2002,
and every four years thereafter, the division shall cause an
actuarial investigation to be made of all experience under the
retirement system. Pursuant to such an investigation, the
division shall, from time to time, determine upon an actuarial
basis the condition of the system and shall report to the
general assembly its findings and recommendations.
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d. ANNUAL VALUATION OF ASSETS. The division shall cause
an annual actuarial valuation to be made of the assets and
liabilities of the system and shall prepare an annual
statement of the amounts to be contributed under this chapter,
and shall publish annually such valuation of the assets and
liabilities and the statement of receipts and disbursements of
the system. Based upon the actuarial methods and assumptions
adopted by the board for the annual valuation, the division
shall certify to the governor the contribution rates
determined thereby as the rates necessary and sufficient for
members and employers to fully fund the benefits and
retirement allowances being credited.

5. INVESTMENTS. The division, through the chief
investment officer, shall invest, in accordance with the
investment policy and goal statement established by the board,
the portion of the retirement fund which, in the judgment of
the division, is not needed for current payment of benefits
under this chapter subject to the requirements of section
97B.7A.

6. OLD RECORDS. The division may destroy or dispose of
such original reports or records as have been properly
recorded or summarized in the permanent records of the
division and are deemed by the chief executive officer to be
no longer necessary to the proper administration of this
chapter. The destruction or disposition shall be made only by
order of the chief executive officer. Records of deceased
members of the system may be destroyed ten years after the
later of the final payment made to a third party on behalf of
the member or the death of the member. Any moneys received
from the disposition of these records shall be deposited to
the credit of the retirement fund subject to rules adopted by
the division.

7. IMMUNITY. The division, employees of the division, the
board, the members of the board, and the treasurer of state
are not personally liable for actions or omissions under this
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chapter that do not involve malicious or wanton misconduct
even if those actions or omissions violate the standards
established in section 97B.7A.

Sec. 10. Section 97B.7, Code 2001, is amended by striking
the section and inserting in lieu thereof the following:

97B.7 FUND CREATED -- EXCLUSIVE BENEFIT -- STANDING
APPROPRIATIONS.

1. There is hereby created as a special fund, separate and
apart from all other public moneys or funds of this state, the
"Iowa Public Employees' Retirement Fund", hereafter called the
"retirement fund". The retirement fund shall consist of all
moneys collected under this chapter, together with all
interest, dividends, and rents thereon, and shall also include
all securities or investment income and other assets acquired
by and through the use of the moneys belonging to the
retirement fund and any other moneys that have been paid into
the retirement fund.

2. The treasurer of the state of Iowa is hereby made the
custodian of the retirement fund and shall hold and disburse
the retirement fund in accordance with the requirements of
this chapter. As custodian, the treasurer shall be authorized
to disburse moneys in the retirement fund upon warrants drawn
by the director of revenue and finance pursuant to the order
of the division.

3. All moneys which are paid or deposited into the fund
are appropriated and made available to the division to be used
for the exclusive benefit of the members and their
beneficiaries or contingent annuitants as provided in this
chapter:

a. To be used by the division for the payment of claims
for benefits under this chapter.

b. To be used by the division to pay refunds provided for
in this chapter.

c. To be used for the costs of administering the system,
including up to $50,000 per fiscal year for actual and
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necessary expenses of the benefits advisory committee. If as

a result of action under section 8.31, the governor has

reduced the moneys appropriated from the retirement fund to

the division for salaries, support, maintenance, and other
operational purposes to pay the costs of the system for a

fiscal

amount

year, it is the intent of the general assembly that the
by which the appropriation has been reduced should be

transferred from the retirement fund to the division for

salaries, support, maintenance, and other operational purposes

to pay
d.

the costs of the system for that fiscal year.
To be used to pay for investment management expenses

incurred in the management of the retirement fund. Expenses

incurred pursuant to this paragraph shall be charged to the

investment income of the retirement fund. However, the amount

appropriated for a fiscal year under this paragraph shall not

exceed

four-tenths of one percent of the market value of the

retirement fund.

Sec.

11. NEW SECTION. 97B.7A INVESTMENT AND MANAGEMENT

OF RETIREMENT FUND -- STANDARDS -- IMMUNITY.

1l

INVESTMENT AND INVESTMENT POLICY STANDARDS. In

establishing the investment policy of the retirement fund and

providing for the investment of the retirement fund, the

division and board shall do the following:

a.

Exercise the judgment and care, under the circumstances

then prevailing, which persons of prudence, discretion, and

intelligence exercise in the management of their own affairs,

not for the purpose of speculation, but with regard to the

permanent disposition of the funds, considering the probable

income, as well as the probable safety, of their capital.

b.

Give appropriate consideration to those facts and

circumstances that the divisicn and bgard know or should know

are relevant to the particular investment or investment policy

involved, including the role the investment plays in the total

value of the retirement fund.

Cc.

For the purposes of this subsection, appropriate
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consideration includes, but is not limited to, a determination
that the particular investment or investment policy is
reasonably designed to further the purposes of the system,
taking into consideration the risk of loss and the opportunity
for gain or income associated with the investment or
investment policy and consideration of the following factors
as they relate to the retirement fund:

(1) The composition of the retirement fund with regard to
diversification.

{2) The liquidity and current return of the investments in
the retirement fund relative to the anticipated cash flow
requirements of the system.

{3) The projected return of the investments relative to
the funding objectives of the retirement system.

2. INVESTMENT ACQUISITIONS. Within the limitations of the
investment standards prescribed in this section, the system
may acquire and retain every kind of property and every kind
of investment which persons of prudence, discretion, and
intelligence acquire or retain for their own account.
Consistent with this section, investments shall be made in a
manner that will enhance the economy of this state, and in |
particular, will result in increased employment of the
residents of this state. Investments of moneys in the
retirement fund are not subject to sections 73,15 through
73.21.

3. LIABILITY -- REIMBURSEMENT. Except as provided in
section 97B.4, subsection 7, if there is loss to the
retirement fund, the treasurer of state, the division, the
employees of the division, the members of the board severally,
and the board are not personally liable, and the loss shall be
charged against the retirement fund. There is appropriated
from the retirement fund, the amount required to cover a loss.

4. INVESTMENT PROCEDURES. In managing the investment of
the retirement fund, the division, in accordance with the
investment policy established by the board, is authorized to
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do the following:

a. To sell any securities or other property in the
retirement fund and reinvest the proceeds when such action may
be deemed advisable by the division for the protection of the
retirement fund cor the preservation of the value of the
investment, Such sale of securities or other property of the
retirement fund and reinvestment shall only be made in
accordance with policies of the board in the manner and to the
extent provided in this chapter,

b. To subscribe for the purchase of securities for future
delivery in anticipation of future income. The securities
shall be paid for by anticipated income or from funds from the
sale of securities or other property held by the retirement
fund.

c. To pay for securities directed to be purchased upon the
receipt of the purchasing bank's paid statement or paid
confirmation of purchase.

5. TRAVEL. In the administration of the investment of
moneys in the retirement fund, employees of the division and
members of the board may travel outside the state for the
purpose of meeting with investment firms and consultants and
attending conferences and meetings to fulfill their fiduciary
responsibilities. This travel is not subject to section
421.38, subsection 2,

Sec. 12. NEW SECTION. 9S7B.8A INVESTMENT BOARD.

1. BOARD ESTABLISHED. A board is established toc be known
as the "Investment Board of the Iowa Public Employees'

Retirement System", referred to in this chapter as the
"board”. The duties of the board are to establish policy, and
review its implementation, in matters relating to the
investment of the retirement fund. The board shall be the
trustee of the retirement fund,

2. INVESTMENT REVIEW. a. At least annually the board
shall review the investment policies and procedures used by
the board and division, and shall heold a public meeting on the
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investment policies and investment performance of the
retirement fund. Following its review and the public meeting,
the board shall, pursuant to the requirements of section
97B.7A, and in consultation with the chief investment officer
and other relevant personnel of the division, establish an
investment policy and goal statement that shall direct the
investment activities concerning the retirement fund.

b. The board shall review and approve, pricr to the
execution of a contract with the division, the hiring of each
investment manager and investment consultant outside of state
government.

c. The board shall be involved in the performance
evaluation of the chief investment officer.

3. ACTUARIAL RESPONSIBILITIES.

a. The board shall select the actuary to be employed by
the system as provided in section 97B.4.

b. The board shall, in consultation with the chief
executive officer, the actuary, and other relevant personnel
of the division, adopt from time to time mortality tables and
all other necessary factors for use in actuarial calculations
required in connection with the system. The board shall also
adopt the actuarial methods and assumptions to be used by the
actuary for the annual valuation of assets as required by
section 97B.4.

4. MEMBERSHIP.

a. The board shall consist of nine members, including
seven voting members and two nonvoting members. The voting
members shall be as follows:

(1) Three public members, appointed by the governor, who
are not members of the system and who each have substantial
institutional investment experience or substantial
institutional financial experience.

(2) Three members, appointed by the governor, who are
members of the system., Of the three members appointed, one
shall be an active member who is an employee of a school
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district, area education agency, or merged area; one shall be
an active member who is not an employee of a school district,
area education agency, or merged area; and one shall be a
retired member of the system,

{3) The treasurer of state,

The nonvoting members of the board shall be one state
representative, appointed by the speaker of the house of
representatives, and one state senator, appointed by the
president of the senate, after consultation with the majority
leader and the minority leader of the senate.

b. Four voting members of the board shall constitute a
quorum.

c. The three members who have substantial institutional
investment experience or substantial institutional financial
experience, and the member who is a retired member of the
system, shall be paid their actual expenses incurred in the
performance of their duties and shall receive a per diem as
specified in section 7E.6 for each day of service not
exceeding forty days per year. Legislative members shall be
paid the per diem and expenses specified in section 2.10, for
each day of service. The per diem and expenses of the
legislative members shall be paid from funds appropriated
under section 2.12. The members who are active members of the
system and the treasurer of state shall be paid their actual
expenses incurred in the performance of their duties as
members of the board and the performance of their duties as
members of the board shall not affect their salaries,
vacations, or leaves of absence for sickness or injury.

d. The appointive terms of the members appointed by the
governor are for a period of six years beginning and ending as
provided in section 69.19. If there is a vacancy in the
membership of the board for one of the members appointed by
the governor, the governor has the power of appointment.
Gubernatorial appointees to this board are subject to
confirmation by the senate.

-13-
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5. CLOSED SESSIONS. 1In addition to the reasons provided
in section 21.5, subsection 1, the board may hold a closed
session pursuant to the requirements of section 21.5 of that
portion of a board meeting in which financial or commercial
information is provided to or discussed by the board if the
board determines that disclosure of such information could
result in a loss to the system or to the provider of the

W e W

information.

Sec. 13. NEW SECTION. 97B.8B BENEFITS ADVISORY
COMMITTEE.

1. COMMITTEE ESTABLISHED. A benefits advisory committee
shall be established whose duty is to consider and make

[¥e)

T
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recommendations to the division and the general assembly

(=
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concerning the provision of benefits to members of the system,
2. MEMBERSHIP. The benefits advisory committee shall be
comprised of representatives of constituent groups concerned

-
RS- T

with the system, and shall include representatives of

[
s ¢]

employers, active members, and retired members. In addition,

—
0

the director of the department of personnel and a member of

3]
(=]

the public selected by the voting members of the committee

[ 8]
-]

shall serve as members of the committee., The division shall

¥
%]

adopt rules under chapter 17A to provide for the selection of

¥ ]
W

members to the committee and the election of the voting

[\ 8]
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members of the committee.
3. VOTING MEMBERS. Of the members who comprise the
committee, nine members shall be voting members. Except as

NN
~ O W

otherwise provided by this subsection, the voting members
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shall be elected by the members of the committee from the

L]
o

membership of the committee., Of the nine voting members of

)
(=]

the committee, four shall represent covered employers, and

w
(-

four shall represent the members of the system. Of the four

w
8]

voting members representing employers, one shall be the

w
W

director of the department of personnel, one shall be a member

W
o

of a constituent group that represents cities, one shall be a

W
[ ]

member of a constituent group that represents counties, and
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one shall be a member of a constituent group that represents
local school districts. Of the four voting members who
represent members of the system, one shall be a member of a
constituent group that represents teachers. The ninth voting
member of the committee shall be a citizen who is not a member
of the system and who is elected by the other voting members
of the committee.

4. DUTIES.

a. At least every two years, the benefits advisory
committee shall review the benefits and services provided to
members under this chapter, and the voting members of the
committee shall make recommendations to the division and the
general assembly concerning the benefits, benefits policy, and
benefit goals, provided under this chapter.

b. The benefits advisory committee shall be involved in
the performance evaluation of the chief benefits officer.

5. TERMS OF VOTING MEMBERS. Except for the director of
the department of personnel and as otherwise provided in the
rules for the initial selection of voting members of the
committee, each member selected to be a voting member shall
serve as a voting member for three years. Terms for voting
members begin on May 1 in the year of selection and expire on
April 30 in the year of expiration. Vacancies shall be filled
in the same manner as the original selections. A vacancy
shall be filled for the unexpired term.

6. EXPENSES. The members who are not active members of
the system shall be paid their actual expenses incurred in the
performance of their duties and shall receive a per diem as
specified in section 7E.6 for each day of service not
exceeding forty days per year., The members who are active
members of the system and the director of the department of
personnel shall be paid their actual expenses incurred in the
performance of their duties as members of the committee and
the performance of their'duties as members of the committee
shall not affect their salaries, vacations, or leaves of
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absence for sickness or injury,.

Sec. 14. Section 97B.20A, Code 2001, is amended to read as
follows:

97B.20A APPEAL PROCEDURE.

Members and third-party payees may appeal any decision made
by the department division that affects their rights under
this chapter. The appeal shall be filed with the department
division within thirty days after the notification of the
decision was mailed to the party's last known mailing address,
or the decision of the department division is final. If the
party appeals the decision of the department division, the
department division shall conduct an internal review of the
decision and the chief benefits executive officer shall notify
the individual who has filed the appeal in writing of the
departmentls division's decision. The individual who has

filed the appeal may file an appeal of the departmentis
division's final decision with the department division under

chapter 17A by notifying the department division of the appeal
in writing within thirty days after the notification of its
final decision was mailed to the party's last known mailing
address. Once notified, the deparement division shall forward
the appeal to the department of inspections and appeals.

Sec. 15. Section 97B.25, Code 2001, is amended to read as
follows:

97B.25 APPLICATIONS FOR BENEFITS.

A representative designated by the chief benefits executive
officer and referred to in this chapter as a retirement
benefits officer shall promptly examine applications for
retirement benefits and on the basis of facts found shall
determine whether or not the claim is valid. 1If the claim is
valid, the retirement benefits officer shall send a
notification to the member stating the option the member has
selected pursuant to section 97B.51, the month with respect to
which benefits shall commence, and the monthly benefit amount
payable. 1If the claim is invalid, the retirement benefits
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officer shall promptly notify the applicant and any other
interested party of the decision and the reasons. A
retirement application shall not be amended or revoked by the
member once the first retirement allowance is paid. A
member ‘s death during the first month of entitlement shall not
invalidate an approved application.

Sec. 16. Section 257B.20, subsection 4, Code 2001, is
amended to read as follows:

4. In any investments authorized for the Iowa public
employees' retirement system in section 93B8:7;-subseectiton-2;
paragraph-4b% 97B.7A, except that investment in common stocks
shall not be permitted.

Sec. 17. Section 411.7, subsection 2, Code 2001, is
amended to read as follows:

2. The secretary of the bcard of trustees shall invest, in
accordance with the investment policy established by the board
of trustees, the portion of the fund established in section
411.8 which in the judgment of the board is not needed for
current payment of benefits under this chapter in investments
authorized in section 97B:s77;-subsection-2;-paragraph-ibt

97B,7A, for moneys in the Iowa public employees' retirement

fund.

Sec. 18. Section 602.9111, subsecticn 1, Code 2001, is
amended to read as follows:

1. So much of the judicial retirement fund as may not be
necessary to be kept on hand for the making of disbursements
under this article shall be invested by the treasurer of state
in any investments authorized for the Iowa public employees'
retirement system in section 397Bs?7-subsection-27-paragraph
Upt 97B,7A, and the earnings therefrom shall be credited to
the fund. The treasurer of state may execute contracts and
agreements with investment advisors, consultants, and
investment management and benefit consultant firms in the
administration of the judicial retirement fund.

Sec. 1%. INVESTMENT BOARD TRANSITION.

_17-.-
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1. Notwithstanding provisions of section 97B.8A, as
enacted in this Act, to the contrary, the new investment board
of the Iowa public employees' retirement system shall, on July
1, 2002, consist of the following members, who shall serve the
following terms:

a. The members of the investment board established under
section 978.8, Code 2001, who are an active member who is an
employee of a school district, area education agency, or
merged area; an active member who is not an employee of a
school district, area education agency, or merged area; and a
retired member, shall cease membership on the investment board
and commence membership on the new investment board
established under section 978,.8A on July 1, 2002. The terms
of these members on the investment board established under
section 97B.8A shall expire on the same date as their terms
would have expired on the investment board in accordance with
section 97B.8, Code 2001.

b. The members of the investment board established under
section 97B.8, Code 2001, who are an executive of a domestic
life insurance company, an executive of a state or national
bank, and an executive of an industrial corporation located
within the state of Iowa, shall cease membership on the
investment board and commence membership on the new investment
board established under section 97B.8A on July 1, 2002. The
terms of these members on the new investment board established
under section 97B.8A shall expire on the same date as their
terms would have expired on the investment board in accordance
with section 97B.8, Code 2001. Upon expiration of each of
these member's term of cffice, the governor shall appoint a
member to the board consistent with the requirements of
section 97B.8A, subsection 4, paragraph "a", subparagraph (1).

Cc. The members of the investment board established under
section 97B.8, Code 2001, who are legislative members shall
cease membership on the investment board and commence

membership on the new investment board established under
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section 97B.8A on July 1, 2002. The terms of these members
shall expire at the pleasure of the appointing authorities as
provided in section 97B.8A, as enacted in this Act.

d. The director of the department of personnel shall cease
membership on the investment board established under section
97B.8, Code 2001, on July 1, 2002. The treasurer of state
shall commence membership on the new investment board
established under section 97B.8A, and shall serve on the board
as provided in section 97B.8A, as enacted in this Act.

2. Initial appointments by the governor under this section
are subject to confirmation by the senate. If a vacancy
occurs as to a member of the investment board established
under section 97B.8A who is appointed by the governor prior to
the expiration of a term as provided in this section, the
governor shall appoint a member to serve the remainder of the
term so that the membership requirements of section 97B.8A, as
enacted in this Act, are fulfilled, and the appointment shall

be subject to confirmation by the senate. Upon the expiration
of a term established in this section, a member shall be
appointed in the manner and for a term of service as specified
in section 97B.8A, as enacted in this Act. Except as
otherwise provided in this section, the investment board
established under this section shall be subject to the
requirements of section 97B.8A, as enacted in this Act.

Sec. 20. BENEFITS ADVISORY COMMITTEE TRANSITION.

1. Effective July 1, 2001, and notwithstanding provisions
of section 97B.8B, as enacted in this Act, to the contrary, a
transition benefits advisory committee shall be created and
shall consist of the following voting members:

a. A member representing the Iowa state education
assoclation.

b. A member representing the Iowa association of community
college trustees.

c. A member representing the school administrators of .
Iowa.
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d. A member representing the Iowa association of school
boards.

e. A member representing the retired school personnel
association.

f. A member representing the state police officers
council.

g. The director of the department of personnel.

h. A member representing the IPERS' improvement
association.

i. A member representing the American federation of state,
county, and municipal employees.

j. A member representing the Iowa state sheriffs' and
deputies' association.

k. A member representing the lowa state association of
counties.

1. A member representing the Iowa league of cities,

m. A member representing the Iowa association of chiefs of
police and peace officers.

n. A member of the public with substantial pension
benefits experience as selected by the chief benefits officer
of the Iowa public employees' retirement system.

0. A member representing the department of management.

2. By July 1, 2002, the transition benefits advisory
committee shall issue a report to the Iowa public employees'
retirement system division concerning the rules to be adopted
by the division governing the benefits advisory committee as
provided in section 97B.8B, as enacted in this Act. The rules
should include provisions governing the selection of members
of the committee, the selection of voting members of the
committee, and any other provisions deemed necessary for
establishing the benefits advisory committee consistent with
the requirements of section 97B.8B.

3. The transition benefits advisory committee shall be
dissolved by July 31, 2002.

Sec. 21. AMENDMENTS CHANGING TERMINOLOGY ~-- DIRECTIVES TO
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CODE EDITOR. Except as otherwise provided in this Act, the
Iowa Code editor is directed to strike the words "department",
"department of personnel”, and "department's" and insert the
words "division" and "division's" wherever the word
"department"”, "department of personnel”, or "department's"
appears in chapter 97B of the Iowa Code and the reference to
"department", "department of personnel"”, or "department's"
means the department of personnel unless a contrary intent is
clearly evident.

Sec. 22. ADMINISTRATIVE RULES. To¢ the extent not
inconsistent with this Act, the administrative rules
promulgated and adopted by the department of personnel
concerning the Iowa public employees' retirement system prior
to July 1, 2002, shall be the rules of the Iowa public
employees' retirement system division and shall remain in
effect on and after July 1, 2002, subject to the authority of
the division to modify or change the rules pursuant to Iowa
Code chapter 17A,

Sec. 23. Sections 9%97B.5, 97B.6, 97B.8, 97B.57, 97B.59,
97B.60, 97B.61, Code 2001, are repealed.

Sec. 24, EFFECTIVE DATE, This Act takes effect July 1,
2002, However, section 21 of this Act, establishing a
benefits advisory committee transition, takes effect July 1,
2001,

EXPLANATION

This bill modifies the governance and structure of the Iowa
public employees' retirement system (IPERS). Under current
law, IPERS is administered by the department of personnel
through the chief benefits officer and the chief investment
officer, both of whom are selected by the department. The
treasurer of state is the trustee of the IPERS retirement
fund, and the IPERS investment board is statutorily required
to advise the department in the formulation of the investment
policy for the fund.

Under the bill, IPERS remains within the department of
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personnel. However, the management of IPERS 1s made the
direct responsibility of the newly created IPERS division
within the department, and all powers and duties currently
given to the department of personnel to manage and operate
IPERS are given to the division. A chief executive officer,
who shall manage the division, shall be appointed by the
governor and be subject to confirmation by the senate. The
bill requires that the chief executive officer have
demonstrated knowledge of and executive-level experience in
all aspects of pension fund administration. The bill also
requires the chief executive officer to employ a chief
investment officer who shall be selected following
consultation with the investment board and a chief benefits
officer who shall be selected following consultation with the
benefits advisory committee.

The current IPERS investment board is modified under the
bill in both structure and duties.

Under the bill, the investment board is made the trustee of
the IPERS retirement fund. The board is given the explicit
authority, in consultaticon with the chief investment officer
and other personnel of the division, to develop the investment
policy and goal statement that will direct the investment
activities concerning the fund. The actual investment of the
fund remains the responsibility of the division subject to the
investment policy established by the board. In addition, the
investment board is given the authority to hire and fire the
actuary to be used as the technical advisor of the system,

The board is also given the responsibility of adopting the
actuarial assumptions to be used by the actuary in determining
the condition of the retirement fund. The board is required
to consult with the chief executive officer, the actuary, and
other relevant division personnel in the development of the
actuarial assumptions.

The membership of the becard is also modified under the
bill. Under the bill, the director of the department of
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personnel is replaced with the treasurer of state, and the
treasurer is made a voting member of the bocard. In addition,
the three current members who must be an executive of a
domestic life insurance company, an executive of a state or
national bank operating within the state of Iowa, and an
executive of an industrial corporation located within the
state of Iowa, are replaced with three members who must have
substantial institutional investment experience or financial
experience. In addition, the three current members of the
board who are members of the system remain. The two
legislative members of the board also remain but are made
nonvoting members of the new board. The bill also establishes
a mechanism for transitioning from the current board
membership to the new board membership.

The bili also establishes a new benefits advisory
committee. The duties of the committee are to review and make
recommendations to the division and the general assembly
concerning the provision of benefits to members of the system.
The bill provides that the members of this board shall be
comprised of representatives of constituent groups concerned
with the system, including representatives of employers,
active members, and retired members. The election of these
members shall be done pursuant to rules adopted by the
division. The director of the department of personnel and a
person to be selected by the voting members of the committee
are also specifically included as voting members of the
committee. The bill provides that of the members of the
committee, nine shall be voting members who shall serve as
voting members for three-year terms. Of the nine voting
members, four shall represent employers, and four shall
represent employees. The ninth member shall be a member of
the public and shall be chosen by the other eight voting
members of the committee. Of the employer representatives,
one shall be the director of the department of personnel, one
shall represent a constituent group that represents the
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cities, one shall represent a constituent group that
represents the counties, and one shall represent local school
districts. Of the employee representatives, one shall be from
a group that represents teachers. Expenses for members of the
committee shall be paid in the same manner and amount as they
are paid for the current members of the investment board. The
bill also provides for the establishment of a transition
benefits advisory committee on July 1, 2001. The bill
establishes the exact membership of this transition committee
and provides that it shall be dissolved by July 31, 2002. The
transition committee is given the task of making
recommendations in a report to the IPERS division no later
than July 1, 2002, concerning the rules to adopt in governing
the new benefits advisory committee. The proposed rules in
the report shall include, at a minimum, provisions governing
the selection of members to the committee and the selection of
voting members of the committee.

The bill provides that the administrative rules adopted by
the department of personnel concerning IPERS shall, consistent
with this bill, remain in effect after the effective date of
this bill.

Except for the section of the bill concerning the benefits
advisory committee transition which takes effect July 1, 2001,
the bill takes effect July 1, 2002,

LSB 16278V 79
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Amend Senate File 497 as follows:

1. Page 3, by striking line 15 and inserting the
following: "senate. A vacancy shall be filled for
the unexpired portion of the term in the same manner
as a full-term appointment is made. The governor may
remove the chief executive officer for malfeasance in
office, or for any cause that renders the chief
executive officer ineligible, incapable, or unfit to
discharge the duties of the office."

2. Page 3, line 17, by inserting after the words
"shall include” the following: “management-level
pension fund administration experience. The
qualifications for appointment as the chief executive
officer shall also include”.

3. Page 3, line 18, by striking the words "and
executive-level experience in".

4, Page 4, by striking lines 25 through 28 and
inserting the following: "department. The budget
program for the division shall be established by the
chief executive officer in consultation with the board
and other staff of the division and shall be compiled
by the department of personnel in collaboration with
the division and submitted on behalf of the division
by the department pursuant to section 8.23."

5. Page 8, line 24, by inserting after the word
"division." the following: "The treasurer shall not
select any bank or other third party for the purposes
of investment asset safekeeping, other custody, or
settlement services without prior consultation with

the beoard.”

6. Page 12, line 26, by striking the word "nine™"
and inserting the following: "eleven".

7. Page 12, line 27, by striking the word "two"
and inserting the following: “four™.

8. Page 12, line 34, by inserting after the word
"system." the following: "Prior to the appointment by

the governor of a member of the board under this
subparagraph, the benefits advisory committee shall
submit a slate of at least two nominees per position
to the governor for the governor's consideration. The
governor is not required to appeint a member from the
slate submitted."

9. Page 13, by striking lines 6 through 10 and
inserting the following: "The nonvoting members of
the board shall be two state representatives, one
appecinted by the speaker of the house of
representatives and one by the minority leader of the
house, and two state senators, one appointed by the
majority leader of the senate and onhe by the minority

leader of the senate

- 9 : .
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Page 2

"benefits* the following: "and services®.

members and”.
12. Page 15, by inserting after llne 16 ;hq
following:

or a vacancy concersiing one of the three members of
the investment board described in section 97B.8A,

subsection 4, paragraph "a", subparagraph (2), &he
voting members of the committee shall submit to' the

governor may appoint the member froﬁ the list
submitted by the committee.™

“injury.” the following: ‘“However, the bgnefita
advisory committee shall not incur any additional

= e b e e e e
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20 expenses in fulfilling its duties as provided by this
2] section without the express written authority of the

22 chief executive officer.”

23 14. Page 19, line 1, by inserting after thei word

24 and figures “July 1, 2002." the folkowing: "“Two

25 additional legislative members shall. be appointed and

26 commence membership on the new investment Pogxyd on

27 July 1, 2002. as provided in section 97B.8A as #pacted

28 in this Act.

29 15. By renumbering as necessary.
By JOHN P. KIBBIE MARY LOU: E!EEHAN

RICHARD F. DRAKE SHELDON RITTMER

§-3258 FILED MARCH 27, 2001
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10. page 14, line 14, by insertihg after the word

_’»

B R

11. Page 15, line 13, by inserting after thc ‘word
“concerning” the following: "the sexvices proqided to
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governor the nameg of at least two nominees who meet
the requirements specified in that subparagraph. The
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Section 1. Section 12.8, unnumbered paragraph 3, Code
2001, is amended to read as follows:

The treasurer of state, with the approval of the investment
board of the Iowa public employees' retirement system, may
conduct a program of lending securities in the Iowa public
employees' retirement system portfolio. When securities are
loaned as provided by this paragraph, the treasurer shall act
in the manner provided for investment of moneys in the Iowa
public employees' retirement fund under section 93B=7 97B.7A.
The treasurer of state shall report at least annually to the
investment board of the Iowa public employees' retirement
system on the program and shall provide additional information
on the program upon the request of the investment board or the
employees of the Iowa public employees' retirement system
division of the department of personnel.

Sec. 2. Section 12B.10, subsection 4, paragraph f, Code

2001, is amended to read as follows:
f. Investments authorized for the JTowa public employees'

retirement system in section 97B:77-subsection-2Z;-paragraph
ups 97B.7A, except that investment in common stocks is not
permitted.

Sec. 3. Section 12C.5, Code 2001, is amended to read as
follows:

12C.5 REFUSAL OF DEPOSITS -- PROCEDURE.

1f the approved depositories will not accept the deposits
under the conditions prescribed or authorized in this chapter,
the funds may be deposited, on the same or better terms as
were offered to the depositories, in one or more approved
depositories conveniently located within the state.

The treasurer of state may invest in any of the investments
authorized for the Iowa public employees' retirement system in
section 97B:77-subseection-2y-paragraph—%b® 97B.7A except that
investment in common stocks shall not be permitted.

Sec. 4. Section 12C.10, Code 2001, is amended to read as
follows: .




s.r. 497 wu.r.

12C.10 INVESTMENT OF FUNDS CREATED BY ELECTION.

The governing council or bcocard, who by law have control of
any fund created by direct vote of the people, may invest any
portion of the fund not currently needed, in investments
authorized in section 12B.10. The treasurer of state may
invest in any of the investments authorized for the Iowa
public employees' retirement system in section 97B<?5
subsection-2y-paragraph-b¥ 97B.7A except that investment in
common stocks shall not be permitted., Interest or earnings on
such funds shall be credited as provided in section 12C.7,
subsection 2,

Sec. 5. Section 19A.1, subsection 3, paragraph b, Code
2001, is amended to read as follows:

b. The investment board of the Iowa public employees’
retirement system created by section 97B78 97B,8A,

Sec. 6. Section 97A.7, subsection 2, Code 2001, is amended
to read as follows:

2. The several funds created by this chapter may be
invested in any investments authorized for the Iowa public
employees' retirement system in section 97BzFy-subsection-2;
paragraph-thd 97B,7A,

Sec. 7. Section 97B.1, Code 2001, is amended to read as
follows:

97B.1 SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS.

1. The "Iowa Public Employees' Retirement System" is
created. The Iowa public employees' retirement system ¢s

division, a separate and distinct division within the

department of personnel, shall administer the system.

2. As used in this chapter unless the context requires
otherwise:

a. "Board" means the investment board created by section
9788 97B.BA.

b. "Chief executive officer" means the chief executive

officer of the Iowa public employees' retirement system
division, notwithstanding section 7E.2, subsection 3,

-2-
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paraqraph "c¢", subparagraph (l}.

c. "Committee" means the benefits advisory committee

created by section 97B.8B.

bs d. "Bepartment Division" means the department-of

1

2

3

4

5 personnel Jowa public employees' retirement system division.
6 ¢cz--lUPpirectori-means-the-director-of-the-department-of

7

8

9

personnets
dv e. "System" means the Iowa public employees' retirement
system,
10 Sec. B. NEW SECTION. 97B.3A CHIEF EXECUTIVE QFFICER --
11 APPOINTMENT AND QUALIFICATIONS.
12 1. The administrator of the division is the chief

13 executive officer. The chief executive officer shall be
14 appointed by the governor subject to confirmation by the
15 senate. A vacancy shall be filled for the unexpired portion

16 of the term in the same manner as a full-term appointment is

——— Y T YT

17 made. The governor may remove the chief executive officer for
18 malfeasance in office, or for any cause that renders the chief

19 executive officer ineligible, incapable, or unfit to discharge

oumiE— R e e

20 the duties of the office,
L
21 2. The qualifications for appointment as the chief

22 executive officer shall include management-level pension fund

The g

24 as the chief executive officer shall also include a
R I T S ey R I R R

23 administration ex erxence. uallflcatxons for appointment

’(25 demonstrated knowledge of all aspects of pension fund
26 administration, including financial management, investment
27 asset management, benefit design and delivery, legal
28 administration, and operations adminigtration. The chief
29 executive officer shall not be selected on the basis of
30 political affiliation, and while employed as the chief
31 executive officer, shall not be a member of a political
32 committee, participate in a political campaign, or be a
33 candidate for a partisan elective office, and shall not
34 contribute to a political campaign fund, except that the chief

35 executive officer may designate on the checkoff portion of the

-3~




o0 ~ o s Ww N

o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

s.F. g7 u.r,

state or federal income tax return, or both, a party or
parties to which a contribution is made pursuant to the
checkoff. The chief executive officer shall not hold any
other office under the laws of the United States or of this or
any state and shall devote full time to the duties of office.

Sec. 9. Section 97B.4, Code 2001, is amended by striking
the section and inserting in lieu thereof the following:

97B.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF
DIVISION -- IMMUNITY.

1. CHIEF EXECUTIVE QFFICER. The division, through the
chief executive officer, shall administer this chapter. The
chief executive officer shall also be the division's statutory
designee with respect to the rulemaking power.

2. GENERAL AUTHORITY.

a. The division may adopt, amend, waive, or rescind rules,
employ persons, execute contracts with outside parties, make
expenditures, require reports, make investigations, and take
other action it deems necessary for the administration of the
system in conformity with the requirements of this chapter,
the applicable provisions of the Internal Revenue Code, and
all other applicable federal and state laws. The rules shall
be effective upon compliance with chapter 17A.

b. The division may delegate to any person such authority
as it deems reasonable and proper for the effective
administration of this chapter, and may bond any person
handling moneys or signing checks under this chapter.

c. In administering this chapter, the division shall enter
into a biennial agreement with the department of personnel
concerning the sharing of resources between the division and
department which are of benefit to each and which are
consistent with the mission of the division and the

department. The budget program for the divigsion shall be
Y

33 established bx the chief executive officer in consultation

34

with the board and other staff of the division and shall be

————— —

35

compiled by the department of personnel in collaboration with
N s ]
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the division and submitted on behalf of the division by the ‘
R ey vy

deeartment Eursuant to section 8.23,.
e
3. PERSONNEL.

a. CHIEF INVESTMENT OFFICER. The chief executive officer,
following consultation with the board, shall employ a chief

investment officer who shall be appointed pursuant to chapter
19A and shall be responsible for administering the investment
program for the retirement fund pursuant to the investment
policies of the board.

b. CHIEF BENEFITS OFFICER. The chief executive officer,
following consultation with the benefits advisory committee,
shall employ a chief benefits officer who shall be appointed
pursuant to chapter 19A and shall be responsible for
administering the benefits and other services provided under
the system.

c. ACTUARY. The division shall employ an actuary who
shall be selected by the board and shall serve at the pleasure

of the board. The actuary shall be the technical advisor for
the system on matters regarding the operation of the
retirement fund.

d. DIVISION EMPLOYEES. Subject to other provisions of
this chapter, the division may employ all other personnel as
necessary for the administration of the system. The maximum
number of full-time equivalent employees specified by the
general assembly for the division for administration of the
system for a fiscal year shall not be reduced by any authority
other than the general assembly. The personnel of the
division shall be appointed pursuant to chapter 19A. The
division shall not appoint or employ a person who is an
officer or committee member of a political party organization
or who holds or is a candidate for a partisan elective public
office.

e. LEGAL ADVISORS. The division may employ attorneys and
contract with attorneys and legal firms for the provision of

legal counsel and advice in the administration of this chapter

-5~
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and chapter 97C.

f. OUTSIDE ADVISORS. The division may execute contracts
with persons outside state government, including investment
advisors, consultants, and managers, in the administration of
this chapter. However, a contract with an investment manager
or investment consultant shall not be executed by the division
pursuant to this paragraph without the prior approval by the
board of the hiring of the investment manager or investment
consultant.

4, REPORTS.

a. ANNUAL REPORT TO GOVERNOR. Not later than the
fifteenth day of December of each year, the division shall
submit to the governor a report covering the administration
and operation of this chapter during the preceding fiscal year
and shall make recommendations for amendments to this chapter.
The report shall include a balance sheet of the moneys in the
retirement fund. The report shall also include information
concerning the investment management expenses for the
retirement fund for each fiscal year expressed as a percent of
the market value of the retirement fund investment assets,
including the information described in section 97B.7,
subsection 3, paragraph "d". The information provided under
this paragraph shall also include information on the
investment policies and investment performance of the
retirement fund. In providing this information, to the extent
possible, the division shall include the total investment
return for the entire fund, for portions ¢f the fund managed
by investment managers, and for internally managed portions of
the fund, and the cost of managing the fund per thousand
dollars of assets. The performance shall be based upon market
value, and shall be contrasted with relevant market indices
and with performances of pension funds of similar asset size.

b. ANNUAL STATEMENT TO MEMBERS. The division shall
prepare and distribute to the members, at the expense of the
retirement fund, an annual statement of the member's account

-6=-
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prior consultation with the board.
3. All moneys which are paid or deposited into the fund
are appropriated and made available to the division to be used

for the exclusive benefit of the members and their

beneficiaries or contingent annuitants as provided in this
chapter:

a. To be used by the division for the payment of claims
for benefits under this chapter.

b. To be used by the division to pay refunds provided for
in this chapter.

c. To be used for the costs of administering the system,
including up to $50,000 per fiscal year for actual and
necessary expenses of the benefits advisory committee. If as
a result of action under section 8.31, the governor has
reduced the moneys appropriated from the retirement fund to
the division for salaries, support, maintenance, and other
operational purposes to pay the costs of the system for a
fiscal year, it is the intent of the general assembly that the
amount by which the appropriation has been reduced should be
transferred from the retirement fund to the division for
salaries, support, maintenance, and other operational purposes
to pay the costs of the system for that fiscal year.

d. To be used to pay for investment management expenses
incurred in the management of the retirement fund. Expenses
incurred pursuant to this paragraph shall be charged to the
investment income of the retirement fund. However, the amount
appropriated for a fiscal year under this paragraph shall not
exceed four-tenths of one percent of the market value of the
retirement fund.

Sec. 1ll1. NEW SECTION. 97B.7A INVESTMENT AND MANAGEMENT
OF RETIREMENT FUND -- STANDARDS -- IMMUNITY.

1. INVESTMENT AND INVESTMENT POLICY STANDARDS. In
establishing the investment policy of the retirement fund and

providing for the investment of the retirement fund, the
division and board shall do the following:

-Q-
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a. Exercise the judgment and care, under the circumstances
then prevailing, which persons of prudence, discretion, and
intelligence exercise in the management of their own affairs,
not for the purpose of speculation, but with regard to the
permanent disposition of the funds, considering the probable
income, as well as the probable safety, of their capital.

b. Give appropriate consideration to those facts and
circumstances that the division and board know or should know
are relevant to the particular investment or investment policy
involved, including the role the investment plays in the total
value of the retirement fund.

c. For the purposes of this subsection, appropriate
consideration includes, but is not limited to, a determination
that the particular investment or investment policy is
reasonably designed to further the purposes of the system,
taking into consideration the risk of loss and the opportunity
for gain or income associated with the investment or
investment policy and consideration of the following factors
as they relate to the retirement fund:

(1) The composition of the retirement fund with regard to
diversification.

{2) The liquidity and current return of the investments in
the retirement fund relative to the anticipated cash flow
requirements of the system.

(3) The projected return of the investments relative to
the funding objectives of the retirement system.

2. INVESTMENT ACQUISITIONS. Within the limitations of the
investment standards prescribed in this section, the system
may acquire and retain every kind of property and every kind
of investment which persons of prudence, discretion, and
intelligence acquire or retain for their own account.
Consistent with this section, investments shall be made in a
manner that will enhance the economy of this state, and in
particular, will result in increased employment of the
residents of this state. Investments of moneys in the

-10-
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retirement fund are not subject to sections 73.15 through
73.21.

3. LIABILITY -- REIMBURSEMENT. Except as provided in
section 97B.4, subsection 7, if there is loss to the
retirement fund, the treasurer of state, the division, the
employees of the division, the members of the board severally,
and the board are not personally liable, and the loss shall be
charged against the retirement fund. There is appropriated
from the retirement fund, the amount required to cover a loss.

4. INVESTMENT PROCEDURES. In managing the investment of
the retirement fund, the division, in accordance with the
investment policy established by the board, is authorized to
do the following:

a. To sell any securities or other property in the
retirement fund and reinvest the proceeds when such action may
be deemed advisable by the division for the protection of the
retirement fund or the preservation of the value of the
investment. Such sale of securities or other property of the
retirement fund and reinvestment shall only be made in
accordance with policies of the board in the manner and to the
extent provided in this chapter.

b. To subscribe for the purchase of securities for future
delivery in anticipation of future income. The securities
shall be paid for by anticipated income or from funds from the
sale of securities or other property held by the retirement
fund.

c. To pay for securities directed to be purchased upon the
receipt of the purchasing bank's paid statement or paid
confirmation of purchase,

S. TRAVEL. 1In the administration of the investment of
moneys in the retirement fund, employees of the division and
members of the board may travel outside the state for the
purpose of meeting with investment firms and consultants and
attending conferences and meetings to fulfill their fiduciary
responsibilities. This travel is not subject to section

-11-
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421.38, subsection 2.

Sec. 12. NEW SECTION. 97B.8A INVESTMENT BOARD.

1. BOARD ESTABLISHED. A board is established to be known
as the "Investment Board of the Iowa Public Employees'

Retirement System", referred to in this chapter as the
"board". The duties of the board are to establish policy, and
review its implementation, in matters relating to the
investment of the retirement fund. The board shall be the
trustee of the retirement fund.

2. INVESTMENT REVIEW. a. At least annually the board
shall review the investment policies and procedures used by
the board and division, and shall hold a public meeting on the
investment policies and investment performance of the
retirement fund. Following its review and the public meeting,
the board shall, pursuant to the requirements of section
97B.7A, and in consultation with the chief investment officer
and other relevant personnel of the division, establish an
investment policy and goal statement that shall direct the
investment activities concerning the retirement fund.

b. The board shall review and approve, prior to the
execution of a contract with the division, the hiring of each
investment manager and investment consultant outside of state
government.

c. The board shall be involved in the performance
evaluation of the chief investment officer.

3. ACTUARIAL RESPONSIBILITIES.

a. The board shall select the actuary to be employed by
the system as provided in section 97B.4.

b. The board shall, in consultation with the chief
executive officer, the actuary, and other relevant personnel
of the division, adopt from time to time mortality tables and
all other necessary factors for use in actuarial calculations
required in connection with the system. The board shall also
adopt the actuarial methods and assumptions to be used by the
actuary for the annual valuation of assets as required by

_12_
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section 97B. 4.
4, MEMBERSHIP.

a. The board shall consist of eleven members, including
L ]
seven voting members and four nonvoting members. The voting
ER—
members shall be as follows:
(1) Three public members, appointed by the governor, who
are not members of the system and who each have substantial

QO ~ O W b WM

institutional investment experience or substantial

o

institutional financial experience.

10 (2) Three members, appointed by the governor, who are

11 members of the system. Prior to the appointment bx the
.

R
12 governor of a member of the board under this subgaragraeh, the
Cr——— P rapsimma
13 benefits advisor

committee shall submit a slate of at lea

14 two nominees per position to the governor for tthgoqernor'ﬁ
L

15 consideration. The governor is not reguired to agggint a

16 member from the slate submitted. Of the three members
L~~~ -~ ]

17 appointed, one shall be an active member who is an employee of ‘

18 a school district, area education agency, or merged area; one

19 shall be an active member who is not an employee of a school
20 district, area education agency, or merged area; and one shall
21 be a retired member of the system.

22 (3) The treasurer of state. The nonvotinﬂ members cof the

23 board shall be two state representatives, one ggpointed by the

L
24 Speaker of the house of representatives and one x

25 mlnorlty leader of the house, and two state senators‘

26 app01nted bz the ma;orlty leader of the senate and one bx
27 mlnorxtx leader of the senate.

28 b. Four voting members of the board shall constitute a

29 quorum,

30 c. The three members who have substantial institutional

31 investment experience or substantial institutional financial
32 experience, and the member who is a retired member of the

33 system, shall be paid their actual expenses incurred in the

34 performance of their duties and shall receive a per diem as

35 specified in section 7E.6 for each day of service not
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exceeding forty days per year. Legislative members shall be
paid the per diem and expenses specified in section 2.10, for
each day of service. The per diem and expenses of the
legislative members shall be paid from funds appropriated
under section 2.12, The members who are active members of the
system and the treasurer of state shall be paid their actual
expenses incurred in the performance of their duties as
members of the board and the performance of their duties as
members of the board shall not affect their salaries,
vacations, or leaves of absence for sickness or injury.

d. The appointive terms of the members appointed by the
governor are for a period of six years beginning and ending as
provided in section 69.19. 1If there is a vacancy in the
membership of the board for one of the members appointed by
the governor, the governor has the power of appointment.
Gubernatorial appointees to this board are subject to
confirmation by the senate.

5. CLOSED SESSIONS. 1In addition to the reasons provided
in section 21.5, subsection 1, the board may hold a closed
session pursuant to the requirements of section 21.5 of that
portion of a board meeting in which financial or commercial
information is provided to or discussed by the board if the
board determines that disclosure of such information could
result in a loss to the system or to the provider of the
information.

Sec. 13. NEW SECTION. 97B.8B BENEFITS ADVISORY
COMMITTEE.

1. COMMITTEE ESTABLISHED. A benefits advisory committee
shall be established whose duty is to consider and make

recommendations to the division and the general assembly
concerning the provision of benefits and services to members
of the system.

2. MEMBERSHIP. The benefits advisory committee shall be
comprised of representatives of constituent groups concerned
with the system, and shall include representatives of

-14-
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employers, active members, and retired members. In addition,
the director of the department of personnel and a member of
the public selected by the voting members of the committee
shall serve as members of the committee. The division shall
adopt rules under chapter 17A to provide for the selection of
members to the committee and the election of the voting
members of the committee,

3. VOTING MEMBERS. Of the members who comprise the
committee, nine members shall be voting members. Except as
otherwise provided by this subsection, the voting members
shall be elected by the members of the committee from the
membership of the committee. Of the nine voting members of
the committee, four shall represent covered employers, and
four shall represent the members of the system. Of the four
voting members representing employers, one shall be the
director of the department of personnel, one shall be a member
of a constituent group that represents cities, one shall be a
member of a constituent group that represents counties, and
one shall be a member of a constituent group that represents
local school districts. Of the four voting members who
represent members of the system, one shall be a member of a
constituent group that represents teachers. The ninth voting
member of the committee shall be a citizen who is not a member
of the system and who is elected by the other voting members
of the committee.

4. DUTIES.

a. At least every two years, the benefits advisory
committee shall review the benefits and services provided to
members under this chapter, and the voting members of the
committee shall make recommendations to the division and the

general assembly concerning the services Erovided to members

and the benefits, benefits policy, and benefit goals, provided

under this chapter.
b. The benefits advisory committee shall be involved in
the performance evaluation of the chief benefits officer.

_15_
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1 C. UBon the exeiration of thgﬁterm of office of or a
-

2 vacancy concerning one of the three members of the investment
i R mamnaiehi S

board described in section 97B.8A, subsection 4, paragraph

L __ il e o e .

"a", subparagraph (2), the voting members of the committee

shall submit to the governor the names of at least two

nominees who meet the requirements specified in that
il  — it ittt

S
subparagraph. The governor may appoint the member from the
el el rmper ————— Y

[9N]

X ~ o b

list submitted by the committee.

L A

9 5. TERMS OF VOTING MEMBERS. Except for the director of
10 the department of personnel and as otherwise provided in the

11 rules for the initial selection of voting members of the

12 committee, each member selected to be a voting member shall

13 serve as a voting member for three years. Terms for voting

14 members begin on May 1 in the year of selection and expire on

15 April 30 in the year of expiration. Vacancies shall be filled
16 in the same manner as the original selections., A vacancy

17 shall be filled for the unexpired term.

18 6. EXPENSES. The members who are not active members of

19 the system shall be paid their actual expenses incurred in the
20 performance of their duties and shall receive a per diem as

21 specified in section 7E.6 for each day of service not

22 exceeding forty days per year. The members who are active

23 members of the system and the director of the department of

24 personnel shall be paid their actual expenses incurred in the

25 performance of their duties as members of the committee and

26 the performance of their duties as members of the committee

27 shall not affect their salaries, vacations, or leaves of

28 absence for sickness or injury. However, the benefits

29 advisory committee shall not incur any additional expenses in

e e ————————————

30 fulfilling its duties as provided by this section without the
e ———— e s . T e ————

31 express written authority of the chief executive officer.
e - > - " F i

32 Sec. 14. Section 97B.20ﬁode 2001, is amem.ad as
33 follows:

34 97B.20A APPEAL PROCEDURE.

35 Members and third-party payees may appeal any decision made

-16-
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by the department division that affects their rights under
this chapter. The appeal shall be filed with the department
division within thirty days after the notification of the
decision was mailed to the party's last known mailing address,
or the decision of the department division is final. If the
party appeals the decision of the department division, the
department division shall conduct an internal review of the
decision and the chief benefits executive officer shall notify
the individual who has filed the appeal in writing of the
departmentlis division's decision. The individual who has
filed the appeal may file an appeal of the departmentis
division's final decision with the department division under
chapter 17A by notifying the department division of the appeal
in writing within thirty days after the notification of its

final decision was mailed to the party's last known mailing
address. Once notified, the department division shall forward
the appeal to the department of inspections and appeals.

Sec. 15. Section 97B.25, Code 2001, is amended to read as
follows:

97B.25 APPLICATIONS FOR BENEFITS.

A representative designated by the chief benefits executive
officer and referred to in this chapter as a retirement
benefits officer shall promptly examine applications for
retirement benefits and on the basis of facts found shall
determine whether or not the claim is valid. I¥ the claim is
valid, the retirement benefits officer shall send a
notification to the member stating the option the member has
selected pursuant to section 97B.51, the month with respect to
which benefits shall commence, and the monthly benefit amount
payable. If the claim is invalid, the retirement benefits
officer shall promptly notify the applicant and any other
interested party of the decision and the reasons. A
retirement application shall not be amended or revoked by the
member once the first retirement allowance is paid. A
member's death during the first month of entitlement shall not

_17_
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invalidate an approved application.

Sec. 16. Section 257B.20, subsection 4, Code 2001, is
amended to read as follows:

4. 1In any investments authorized for the Iowa public
employees' retirement system in section 97Bs77-subsection-27
paragraph-4b% 97B.7A, except that investment in common stocks
shall not be permitted.

Sec. 17. Section 411.7, subsection 2, Code 2001, is
amended to read as follows:

2. The secretary of the board of trustees shall invest, in
accordance with the investment policy established by the board
of trustees, the portion of the fund established in section
411.8 which in the judgment of the board is not needed for
current payment of benefits under this chapter in investments
authorized in section 97Bs7y7-subsection-Zry-paragraph-ibt
97B.7A, for moneys in the lowa public employees' retirement
fund.

Sec. 18. Section 602.9111, subsection 1, Code 2001, is
amended to read as follows:

1. So much of the judicial retirement fund as may not be
necessary to be kept on hand for the making of disbursements
under this article shall be invested by the treasurer of state
in any investments authorized for the Iowa public employees'
retirement system in section 93Bs77-subsectieon-Zy-paragraph
upk 97B.7A, and the earnings therefrom shall be credited to
the fund. The treasurer of state may execute contracts and
agreements with investment advisors, consultants, and
investment management and benefit consultant firms in the
administration of the judicial retirement fund.

Sec. 1%. INVESTMENT BOARD TRANSITION.

1. Notwithstanding provisions of section 97B.8A, as
enacted in this Act, to the contrary, the new investment board
of the Iowa public employees’' retirement system shall, on July
1, 2002, consist of the following members, who shall serve the
following terms:

-18-
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a. The members of the investment board established under
section 97B.8, Code 2001, who are an active member who is an
employee of a school district, area education agency, or
merged area; an active member who is not an employee of a
school district, area education agency, or merged area; and a
retired member, shall cease membership on the investment board
and commence membership on the new investment board
established under section 97B.BA on July 1, 2002. The terms
of these members on the investment board established under
section 97B.8A shall expire on the same date as their terms
would have expired on the investment board in accordance with
section 97B.8, Code 2001.

b. The members of the investment board established under
section 97B.8, Code 2001, who are an executive of a domestic
life insurance company, an executive of a state or national
bank, and an executive of an industrial corporation located
within the state of Iowa, shall cease membership on the
investment board and commence membership on the new investment
board established under section 97B.8A on July 1, 2002. The
terms of these members on the new investment board established
under section 97B.8A shall expire on the same date as their
terms would have expired on the investment board in accordance
with section 97B.8, Code 2001. Upon expiration of each of
these member's term of office, the governor shall appoint a
member to the board consistent with the requirements of
section 97B.BA, subsection 4, paragraph "a", subparagraph (1l).

c. The members of the investment board established under
section 97B.8, Code 2001, who are legislative members shall
cease membership on the investment board and commence
membership on the new investment board established under

section 97B.8A on July 1, 2002. Two additional legislative
members shall be aEEEinted and commence membershig on the new

investment board on July 1, 2002, as Provided in section
Y I L o O T

R S e S LS I s

L
97B.8A as enacted in this Act. The terms of these members
m

shall expire at the pleasure of the appointing authorities as

-19-
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provided in section 97B.BA, as enacted in this Act.

d. The director of the department of personnel shall cease
membership on the investment board established under section
978.8, Code 2001, on July 1, 2002. The treasurer of state
shall commence membership on the new investment board
established under section 97B.8A, and shall serve on the board
as provided in section 97B.8A, as enacted in this Act.

2, 1Initial appointments by the governor under this section
are subject to confirmation by the senate. If a vacancy
occurs as to a member of the investment board established
under section 97B.8A who is appointed by the governor prior to
the expiration of a term as provided in this section, the
governor shall appoint a member to serve the remainder of the
term so that the membership requirements of section 97B.8A, as
enacted in this Act, are fulfilled, and the appointment shall
be subject to confirmation by the senate. Upon the expiration
of a term established in this section, a member shall be
appointed in the manner and for a term of service as specified
in section 97B.8A, as enacted in this Act. Except as
otherwise provided in this section, the investment board
established under this section shall be subject to the
requirements of section 97B.8A, as enacted in this Act.

Sec. 20. BENEFITS ADVISORY COMMITTEE TRANSITION,

l. Effective July 1, 2001, and notwithstanding provisions
of section 97B.8B, as enacted in this Act, to the contrary, a
transition benefits advisory committee shall be created and
shall consist of the following voting members:

a. A member representing the Iowa state education
association.

b. A member representing the Iowa association of community
college trustees,

c. A member representing the school administrators of
Iowa.

d. A member representing the Iowa association of school
boards.

-20-
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e. A member representing the retired school personnel
association.

f. A member representing the state police officers
council,

g. The director of the department of personnel.

h. A member representing the IPERS' improvement
association.

i. A member representing the American federation of state,
county, and municipal employees.

j. A member representing the Iowa state sheriffs' and
deputies' association.

k. A member representing the Iowa state association of
counties.

l. A member representing the Iowa league of cities.

m. A member representing the Iowa association of chiefs of
police and peace officers.

n. A member of the public with substantial pension
benefits experience as selected by the chief benefits officer
of the Towa public employees' retirement system.

©¢. A member representing the department of management.

2., By July 1, 2002, the transition benefits advisory
committee shall issue a report to the Iowa public employees'
retirement system division concerning the rules to be adopted
by the division governing the benefits advisory committee as
provided in section 97B.8B, as enacted in this Act. The rules
should include provisions governing the selection of members
of the committee, the selection of voting members of the
committee, and any other provisions deemed necessary for
establishing the benefits advisory committee consistent with
the requirements of section 97B.8B,

3. The transition benefits advisory committee shall be
dissolved by July 31, 2002.

Sec. 21, AMENDMENTS CHANGING TERMINOLOGY -- DIRECTIVES TO
CODE EDITOR. Except as otherwise provided in this Act, the
Iowa Code editor is directed to strike the words "department”,

-2]1-
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"department of personnel”, and "department’'s" and insert the
words "division" and "division's" wherever the word
“department", "department of personnel", or "department's"
appears in chapter 97B of the Iowa Code and the reference to
"department", "department of personnel”, or "department's"
means the department of personnel unless a contrary intent is
clearly evident.

Sec. 22, ADMINISTRATIVE RULES. To the extent not
inconsistent with this Act, the administrative rules
promulgated and adopted by the department of personnel
concerning the Iowa public employees' retirement system prior
to July 1, 2002, shall be the rules of the Iowa public
employees' retirement system division and shall remain in
effect on and after July 1, 2002, subject to the authority of
the division to modify or change the rules pursuant to Iowa
Code chapter 17A.

Sec. 23, Sections 97B.5, 97B.6, 97B.8, 97B.57, 97B.59,
97B.60, 97B.61, Code 2001, are repealed.

Sec. 24. EFFECTIVE DATE. This Act takes effect July 1,
2002. However, section 21 of this Act, establishing a
benefits advisory committee transition, takes effect July 1,
2001,

SF 497
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SENATE FILE 497
FISCAL NOTE

A fiscal nore for Senate File 497 15 horeby submitzied pursuvant te Jeint Rule
17. Data usec i1n developing this fiscal note is available from Lhe Leglislative
Fiscal Bureau <o memters of “he Legislature upon reques:. .

Sernate File 497 makes the Towa Public Employees' Retirement System (IPERS) a
separate and distinat Divisien within the Department ¢t Fersonnel tc administer
the Iocwa Public Employees’™ Retiremen. System All powers and AQutiles currently
giverr -0 -he Department of Pcrsonrel o manage and operate IPERS are given to
the ODivision. A Thief Executive Officer {(CEQ), who shall manage —he Civision,
shall be appointed by the Governor and be subject to confirmat:on by the
Senate.

The Bill also requires the Chief Executive Cfficer to employ a Chief Investment
Cffice: {CIC) who shall be selected following consultazior with the Invesiment
Boara and a Chief Benefits Otficer ({UBC) who shall be sclec-ed following
consultation with “he Benefi.s Advisory Committee.

Uncer the Bill, the I[nvestment Board, 1nstead of the Treasurer of State, 15
made the Trustec Ot the IPERS Retirement Fund. The *wn leglislative members ol
the Board remain but are maqe nonvoring members of the new Board The Bi1il
also estakbiishes a new Benefits Advisory Commitiee. The duties of -“he
Committee are to review ana make r-ecommendations to trhe Division and the
General Assembly concerring -“he prov.sion of benefits to members of the system

The Bill provides that of the members of the Committee, nine shall be voting
members who shall serve as voting members for three-year terms Expenses for
members of the Committee shali be paid 1n the same manner and amount as current
members ©f the Investmen: Board. The Bill also provides for the establishment
of a Trans:tion Benefits Advisory Committee on July 1, 2301. The Bill
establishes the exact memcership of this Transiticn Committee anc provides that
it shail be dissolved by July 31, 2002. The Transition Committee 15 given the
task of making recommendations tn & report to the IPERS Division no later than
July 1, 2002, concerning =the rules to adopt in governing the new Benefits
Advisory Commiitee.

Except for the section c¢f the Bill concerning the Benefits Advisory Committee
transition t~hat taxes effect July 1, 2001, the Bill takes effect July 1, 2002.

ASSUMPTIONS

1. The General Fund will be used to pay half of the current costs of salary
and support for the Directicr of the Depariment of Personnel and an
assistant that s current paid for by IPERS.

2. The net cost to IPERS for salary and benefits of IPERS' Chief Executive
and an administratlve assistant takes 1nico account the salary and support
for the Director cf the Department of Personnel and an assistant that will
no longer be paid for from the 1PERS Trust Funa.
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3 AlL current arrangenents regaralng the sharing of wvaricus fonctions
bectween Lhe Department of Personnel and [PER3I will c<cocntinue
4. Estimated vost 1ncludes payrment of moving expenses for a new JPERS' Chief

Executive,
mstimated cost incluges <the hiring of a consultant to assist with
recruitment and 1nterviewiny rnf 4 new IPERS® Chief Executive.

W

FISCAL IMPACT

The fiscal 1mpact of Senate File 497 w:ll result 1n increased expenditures as
follows:

INCREASED EXPENDITURES

(doilars 1n tnousands)
Y 2003 FY 2004

General Fund
ILCP Dar. & Asst. Salary/Suppor:t S 98 -5 98

Tora: General Fund 5 o8 & T 38

IPFRS Trus: Fund
Furniture/Computers 5 Z S J
Recruitment/Interview/Mov.ng Fxp. 75
LG & Asst Salary/Benefits 65
CED Suppori Costs 17 17
Benefits Advisory Commit-ee &
‘nvestment Board Expense 50 =0

[ ]

ay
(=)

Teral IPERS Trust Fund $ 255 5 1.2
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SENATE FILE 497

AN ACT
RELATING TO THE GOVERNANCE OF THE IOWA PUBLIC EMPLOYEES®
RETIREMENT SYSTEM AND PROVIDING AN EFFECTIVE DATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 12,8, unnumbered paragraph 3, Code
2001, is amended to read as follows:

The treasurer of astate, with the approval of the lnvestment
board of the lowa public employees’ retirement system, may
conduct a program of lending securaties in the Iova public
employees’ taticement system portfolio. Wwhen securlties are
loaned as provided by this paragraph, the treasurer shall act
in the manner provided for investment of moneys in the Iowa
public employees’ retirement fund under section 938r? 37B.7A.
The treasurer of state shall report at least annually to the
investment board of the Towa public employees” retirement
system on the program and shall provide additional information
on the program upon the request of the investment board or the
eaployees of the Iows public employees® retirement system
division of the departaent of personnel.

Sec. 2. Section 128,10, subsection 4. paraqraph f{, Code
2001, 1s amended to read a3 follows:

Senate File 497, p. 2

f. Investments authorized for the Towa public employees’
retirement system in section 978:37-ssbsection-Zy-paraqgraph
aps 978,.7A, except that investment ln common stocks is not
permitted.

Sec. 3. Sectlon 12C.5, Code 2001, 315 amended to read as
follows:

12C.5 REFUSAL OF DEPOSITS -- PROCEDURE.

1t the approved deposlitories will not accept the deposits
under the conditions prescribed or authorized in this chapter,
the funds may be deposited, on the same oOr better terms as
were offered to the depositories, in one or more approved
depositories conveniently located within the state.

The treasurer of state may invest in any of the investments
authorized for the lowa public employees’' retizement system in
gsection 93BrPy-subaection-ir-paragraph-*b* 97B,7A axcept that
investment in common stocks shall not be permitted,

Sec. 4. Section 12C.10, Code 2001, is amended to read as
follows:

12C.10 INVESTMENT OF FUNDS CREATED BY ELECTION,

The governing council or board, who by law have control of
any fund created by dicrect vote of the people, may invest any
portion of the fund not currently needed, in investments
authorlzed In section 12B.10. The treasurer of state may
invest in any of the investments authorized for the lowa
public employees’ retirement system in section $3Briy
subsectron-2y-paragraph-4Yb2 97B.7A except that investment in
common stocks shall not be permitted. [nterest Or earnings On
such funds shall be credited as provided in section 12C.7.
subsection 2.

Sec. 5. Sectlon 19A.1, subsection 3, paragraph b, Code
2001, 13 amended to read as follows:

b. The investment board of the Iowa public employees’
retirement system created by section 97B:8 97B.8A.

Sec. 6. Section 97A.7, subsection 2, Code 2001, is amended

to read as follows:
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2, The several funds created by this chapter may be
tnvested in any investments authorized for the lowa public
eaployees” retirement system in section 97Br?#y-subsection-Ry
paregraph-=b?® 97B,7A.

Sec. 7. Section 978.1, Code 2001, is amended to read as
follows:

97B.1 SYSTEM (CREATED -- ORCANIZIATIONAL DEFINITIONS.

1. The "lowa Public Employees’' Retirement System” is
created. The Jowa public employees' retirement system is
division, a separate and distinct division within the
department of pecsonnel, shall administer the system.

2, As used in this chapter unless the context requires

otherwise:

a. "Board" means the investment board created by section
938278 97B.8BA.

b. “Chief executive offlcer” means the chiel executive
officar of the lowa public employees’' retirement system
division, notwithstanding section 7E.2, subsection 3,

paraqraph "c", subparaqraph (1).

c. "Committee™ means the beneflts advisory comnittee

created by section 97B.8B.
Br d. "Bepartment Divigion"™ means the department-of

personnel lowa public employees' retirement system division.

cy--%Birector®-means-the-director-of-the-department-of

perseonnedy

dy e, "System” means the lowa public employees’ retirement
aystem,

Sec. B. NEW SECTION. 97B.3A CHIEP EXECUTIVE OFPICER --
APPOINTMENT AND QUALIFICATIONS.

1. The administrator of the division is the chief
executive officer. The chiel executive officer shall be
appointed by the governor subject to conficmation by the
genate, A vacancy shall be filled for the unexpired portion
of the term i1n the same manner as & full-term appointment is
made. The governor may remove the chlief executive offlcer for
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nalfeasance in office, or for any cause that renders the chief
executive cfficer ineligible, incapable, or unfit to discharge
the duties of the office,.

2. The gqualifications for appelintment as the chief
executive officer shall include management-level pension fund
adminjctration experience. The qualificationas for appointment
as the chief execut:ive offlicer shall also include a
demonstrated knowledge of all aspects of pension fund
administration, including financial management, invegtment
asset management, benefit deslgn and delivery, legal
administration, and operations administration., The chief
executive officer shall not be selected on the basls of
political affiliation, and while employed as the chief
executlve officer, shall not be a member of a political
committee, participate in a political campaign, or be a
candidate for a partisan elective office, and shall not
contribute to a political campaign fund, except that the chief
executive officer may designate on the checkoff portion of the
state or federal 1ncome tax return, or both, a party ot
parties to which a contributlion is made pursuant to the
checkoff. The chiel executive officer shall not hold any
other office under the laws of the United States or of this or
any state and ahall devote full time to the duties of office,

Sec. 9. Sectlon 978.4, Code 2001, is amended by striking
the sect:10n and inserting in lieu thereof the following:

97B.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF
DIVISION -- IMMUNITY.

1. CHIEF EXECUTIVE OFFICER. The division, through the
chief executive offlcer, shall administer this chapter. The
chief executive officer shall also be the division's statutory
designee with respect to the rulemaking power.

2. GENERAL AUTHORITY.

a. The divislon may adopt, amend, waive, or rescind rules,
enploy persons, execute contracts with oulside parties, make
expenditures, require reports, make investigations, and take
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other action it deens necessary for the admlniatration of the
system in conformity with the requirements of this chapter,
the applicable provisions ©f the Internal Revenue Code, and
all other applicable federal and state laws., The rules shall
be effective upon compliance with chapter 17A.

b. The division may delegate to any person such authority
as it deems reasonable and proper for the effective
administration of this chapter, and may bond any pecscn
handling moneys or signing checks under this chapter.

¢. In administering this chapter, the division shall enter
into & biennial agreement with the department of personnel
concerning the gharing of resources between the division and
department which are of beneflt to each and which are
consiatent with the mlssion of the division and the
department. The budget program for the division shall be
established by the chief executive officer 1n consultation
with the board and other staff of the division and shall be
compiled by the department of personnel in collaboration with
the division and aubmitted on behalf of the division by the
department pursuant to section B.23.

3. PERSONNEL.

a., CHIEF INVESTMENT OFFICER., The chief executive officer,
following consultation with the board, shall employ & chief
investment officer who shall be appointed pursuant to chapter
19A and shall be cesponaible for administering the lnvestment
program for the retirement fund pursuant to the investment
policies of the board.

b. CHIEF BENEFITS OFFICER. The chief executive officer,
following consultation with the benefits advisory committee,
shall employ a chief benefits cofficer who shall be appointed
pursuant to chapter 19A and shall be responsible for
administering the benefits and other services provided under
the system.

C. ACTUARY. The division shall employ an actuary who
shall be selected by the board and ahall serve at the pleasure

Senate File 497, p. &

of the board. The actuary shall be the technical advisor for
the syatem on matters reqgarding the operation of the
retirement fund.

d., DIVISION EMPLOYEES. Subject to other provisions of
this chapter, the division may employ all other personnel as
necessary for the administration of the system. The maximum
number of full-time equivalent employees specified by the
general assembly for the division for administration of the
system for a fiscal year shall not be reduced by any authority
other than the general assembly. The perscnnel of the
division shall be appointed pursuant to chapter 19A. The
division shall not appoint or employ a person who 18 an
officer or committee meaber of a political party organiration
or who holde or is a candidate for a partisan elective public
oftice.

€. LEGAL ADVISORS, The division may employ attorneys and
contracy with attorneys and leqal firms for the provision of
legal ¢tounael and advice in the admini{stration of this chapter
and chapter 97C.

f. OUTSIDE ADVISORS. The divisicon may exeCute contracts
with persons outside state government, including i1nvestment
advisors, consultants, and managers, in the administration of
this chapter. However, a contract with an investment manager
or i1nvestment consultant shall not be executed by the division
pursuant to this paragraph wlithout the prior approval by the
board of the hiring of the investment manager OT investment
consultant.

4, REPORTS.

a. ANNUAL REPORT TO GOVERNOR. Not later than the
fifreenth day of December of each year, the division shall
submit to the qovernor a report covering the administration
and operation of this chapter during the preceding fiscal year
and shall make recommendations for amendments to this chapter.
The report shall include a balance sheet of the moneys in the
retirement fund. The report shall atso include inlormation

S. F. 497
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cancerning the investment management expenses for the
retirement fund for each fiscal year expressed as a percent of
the market value of the retirement fund investment assets,
including the information described in section $7B.7,
subsection 3, paragraph "d”, The information provided undec
this paragraph shall also include information on the
investment policies and investment performance of the
tetirement fund. In providing this information., to the extent
posaible, the dlvision shall include the total i1nvestment
return for the entire fund, for portions of the fund managed
by investment managers, and for internally managed portions of
the fund, and the cost of managing the fund per thousand
dollars of aesets., The performance shall be based upon market
value, and shall be contrasted with relevant market indices
and with pecrformances of pengion funds of similar asset smite.

b. ANNUAL STATEMENT TO MEMBERS, The division shall
prepare and distribute to the mambers, at the expense of the
revirement fund, an annual starement Of the member's account
and, in such a manner as the divislion deems appropriate, other
information concerning the systen.

c. ACTUARIAL INVESTIGATION. During calendar year 2002,
and every four yearg thersafter, the diviaion shall cause an
actuarial investigation to be made of all experience under the
retirement system, Pursuant to such an Investigation, the
division shall, from time to time. determine upoOn an actuarial
basls the condition of the system and shall report to the
general assembly its findings and recommendations.

d. ANNUAL VALUATION OF ASSETS. The division shall cause
an annual actuarial valuation to be made of the assets and
liabilitiea of the system and shall prepare an annual
statement of rthe amounts to be contributed under this chapter,
and ghall publish sannually such valuation of the assets and
liabilities and the statement of receipts and disbursements of
the system. Based upon the actuarial methods and assumptlons
adopted by the board for the annual valuation, the division

Senate Pile 497, p. 8

shall certify to the governor the contribution rates
determined thereby as the rates necessary and sufficient for
members and employers to fully {und the benefits and
retirement allowances being credited.

5. INVESTMENTS. The divaslon, through the chief
investment oftlcer, shall invest, i1n accordance with the
investment policy and goal statement established by the board,
the portion of the retirement fund which, in the judgment of
the division, is not needed for current payment of benefirs
under this chapter subject to the requirements of section
97B.7A.

6. OLD RECORDS. The division may deatroy or dispose of
such original reports or records as have been properly
recorded or summarized in the permanent records of the
division and are deemed by the chief executive off,cer Lo be
no longer necessary to the proper administration of thys
chapter. The destruction or dispesition shall be made only by
order of the chief executive officer, Records of deceased
members of the syatem may be destroyed ten years after the
later of the final payment made to a third party on behalt of
the member or the death of the member. Any moneys received
from the disposition of these records shall be deposited to
the credit of the retirement fund subject toc rules adopted by
the division,

7. IMMUNITY. The division, employees of the divieion, the
board. the members of the boactd, and the treasurer of state
are not personally liable for actions or omisaions under this
chapter that do not involve malicious or wanton migconduct
even i{ those actions or omissions violate the standards
established in section 97B.7A.

Sec. 10. Section 97B.7, Code 2001, is amended by striking
the section and inserting in lieu thereof the following:

978.7 FUND CREATED -- EXCLUSIVE BENEFIT -- STANDING
APPROPRIATIONS.
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1. There 15 hereby created as a special fund, separate and
apart from all other public moneys or funde of this state, the
“lowa Public Employees’ Retlrement Pund™, hereafter called the
“retirement fund”. The retirement fund shall consiast of all
moneys collected under this chapter, together with all
interest, dividends, and renta thereon, and shall also include
all securlties or investment income and other assets acquiced
by and through the use of the moneys belonging to the
retirement fund and any other moneys that have been paid into
the retirement fund.

2. The treasurer of the state of Jowa is hereby made the
custodian of the retirement fund and shall hold and disbucse
the retirement fund in accordance with the requirements of
this chapter. As custodian, the treasurer shall be authorized
to disburse moneys in the retirement fund upon warrants drawn
by the director of revenue and flnance pursuant to the order
of the division, The treasurer gshall not select any bank or
other third party for the purposes of Inveatment asset
safekeeping, other custody, or ssttlement services without
prior conasultation with the board.

3. All moneys which are paid or deposited into the fund
are appropriated and made available to the division to be used
for the exclusive benefat of the members and their
beneficiaries or contingent annuitants as provided in this
chapter:

a. To be used by the division for the payment of claime
for benef:ts under this chapter.

b, ToO be used by the division to pay refunds provided for
in this chapter.

C. To be used for the costa of adminlstering the system,
including up to $50,000 per fiscal year for actua! and
necessary expenses of the benefits advisory committee. If as
a result of action under section B.31, the governoar has
reduced the moneys appropriated from the retirement fund to
the division for salaries, support, maintenance, and other
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opetational pufposes to pay the costs of the system for a
fiscal year, 1t is the intent of the general assembly that the
amount by which the approptiation has been reduced should be
transferred from the retirement fund to the division for
salaries, support, maintenance, and other operational purposes
to pay the costs of the system tor that fiscal year.

d. To be usSed to pay for investment management expenses
incurred 1n the management of the retirement fund. Expenses
incurred pursuant to this paragraph shall be charged to the
investment income of the retirement fund, However, the amount
appropriated for a fiecal year under this paragraph shall not
exceed four-tenths of one percent of the market value of the
retirement fund.

Sec. 11, NEW SECTION. 97B.7A [NVESTMENT AND MANAGEMENT
OF RETIREMENT FUND -- STANDARDS -- IMMUNITY.

1. INVESTMENT AND INVESTMENT POLICY STANDARDS. in
establishing the investment policy of the retirement fund and
providing for the investment of the reticement fund, the
division and board shall do the following:

a. Exercise the judgment and care, under the circumstances
then prevailing, which persons of prudence, discretion, and
intelligence exercise ln the management of their own aftfairs,
not for the purpose of speculation, but with regard to the
permanent disposition of the funds, considering the probable
income, as well as the probable safety, of their capital.

b. Give appropriate consideration to those facts and
clrcumstances that the division and board know or should know
are relevant to the particular i1nvestment or investment policy
involved, i1ncluding the role the investment plays in the total
value of the retirement fund.

c. For the purposes of this subsection, appropriate
consideration includes, but is not limited to, & determination
that the particular i1nvestment or investment policy 18
reasonably designed to further the purposes of the system,
taking into consideration the risk of loss and the opportunity
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for gain or tacome associated with the investment or
investment policy and consideration of the foliowing factors
as “hey relate to the retirement fund:

{1) The composition of the retirement fund witn reqard to
diversification.

{2) The liguidity and current return of the inveatments 1in
the retirement fund relative to the anticipated cash flow
requirements of the system,

{3) The projected return of the investments relative to
the funding objectives of the retirement system.

2. INVESTMENT ACQUISITIONS. Within the limitations of the
investment atandards prescribed in this mection, the system
may acquire and retain every kind of property and every kind
of investment which perscons of prudence, discretlon, and
tntelligence acquire or retain for their own account.
Consistent with thls secticn, investments shall be made in a
manner that will enhance the economy of this state, and in
particular, will result in increased employkent of the
residents of this atate, Investments of moneys in the
retizement fund are not subject to sectlions 73.15 through
3.0,

3. LIABILITY -- REIMBURSEMENT. Except as provided in
section 97B.4, subsection 7, if there is loss to the
retirement fund, the treasurer of state, the division, the
employees of the division, the members of the board severally,
and the board are not personally liable, and the loss shall be
charged againat the retirement fund. There is appropriated
from the retirement fund, the amount required to cover a loas,

4. INVESTMENT PROCEDURES. In managing the investment of
the retirement fund, the division, 1n accordance with the
investment policy established by the board, 18 authorized to
do the following:

a. To sell any secutities or other property in the
retirement fund and reinvest the proceeds when auch action may
be deemed advisable by the division for the protection of the
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retirement fund or the preservation of the value of the
investment. Such sale of securities or other property of the
retirement fund and reinvestment shall only be made 1in
accordance with policles of the board in the manner and to the
extent provided in this chapter,

b. To subscribe for the purchase of securities for future
delivery in anticipation of future income. The securities
shall be paid for by anticipated income or from funds from the
sale of aecurities or other property held by the retirement
fund.

c. To pay for securities directed to be purchased upon the
receipt of the purchasing bank's paid statement or paid
confirmation of purchase,

%. TRAVEL. 1n the adminlatration of the investment of
moneys in the retiremeant fund, employees of the division and
nembers of the board may travel outside the state for the
purpose of meeting with {nvestment firme and consultants and
attending conferences and meetinga to fulfill their fiduciary
responslbilities, This travel js not subject to section
421.38, subsection 2.

Sec. 12. HEW SECTION. 97B.8A INVESTHMENT BOARD.

1. BOARD ESTABLISHED. A board is established to be known
as the "Investment Board of the Iowa Public Employees’
Retlrement System”, referred to in this chapter as the
“board". The duties of the board are to establish policy, and
review its implementation, in matters relating to the
investment of the retirement fund. Tne board shall be the
trustee of the retirement fund.

2, INVESTMENT REVIEW, a, At least annually the board
shall review the investment policies and procedures used by
the board and division, and shall hold a public meeting on the
investment policies and invegtment performance of the
retirement fund. Following lts review and the public meeting,
the board shall, pursuant to the requirementsa ol section
978.7A, and in consultation with the chief investment officer
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and other relevant personnel of the division, establish an
investment policy and goal statement that ahall direct the
investment activities concernlng the retlrement fund.

b. The board shall review and approve, prior to the
executlion of a contract with the division, the hiring of each
investment manager and inveatment consultant outside of state
Qovernment .

c. The board shall be involved in the performance
evaluation of the chief investment officer,

3., ACTUARIAL RESPONSIDILITIES.

4. The board shall select the actuary to be employed by
the system as provided in section 97B.4.

b. The board shall, in consultation with the chief
executive officer, the actuary, and other relevant personnel
of the division, adopt from time to time mortality tables and
all other necessary factors for use in actuarial calculations
required in connection with the aystem. The board shall also
adopt the actuarial methods and assumptions to be used by the
actuary for the annual valuation of asaets as required by
section 979.4.

4. MEMBERSHIP.

a. The board shall consist of eleven members, including
seven voLing members and four nonvoting members, The voting
members shall be as follows:

{l1) Three public members, appointed by the governor. who
are not members of the system and who each have subatantial
institutional investment experience Or substantlal
Institutional financial experience.

{2) Three members, appointed by the governor, who are
members of the system. Prior to the appointment by the
governot of a member of the board under this subparagraph, the
benefits advisory committee shall submit a slate of at least
two nominees per position to the governor for the governor's
consideration. The qovernor is not required to appoint a
member from the slate submitted. Of the three members
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appointed, one shall be an active member who 18 an employee of
a school digtrict, area education agency, ©Or merged area: one
shatl be an active member who is not an employee of a school
district, area education agency, or merged area; and ore shall
be a retired member of the system.

[3) The treasurer of state.

The nonvoting members of the board shail be two state
representatives, one appointed by the speaker ul the house of
representatives and one by the minority leader of the house,
and two state senators, one appointed by the majority leader
of the senate and one by the minority leader of the senate.

b. Pour voting members of the board shall constitute &
quorum,

c. The three members who have substantial institutional
investment experience or substantial ingtitutional financial
experience, and the member who 13 a fetired member ot the
system, shall be paid thelr actual expenses incurred in the
performance of their duties and shall receive a per diem as
specified 1n section 7E.6 for each day of service not
exceedlng forty days per year. Legislative members shall be
paid the per diem and expenses specified in section 2.10, for
each day of service. The per diem and expenses of the
legiglative members shall be paid from funds appropriated
under section 2.12. The members who are active members oOf the
syster. and the treasuret of state shall be paid their actual
expenses incurred in the performance of their duties as
members Of the board and the performance of their duties as
members of the board shall not affect their salaries,
vacations, or leavea of absence for sickness or injury.

d. The appointive terms Of the members appointed by the
governot are for a period of six years beginning and ending as
provided in section €9.19. 1f there i3 a vacancy in the
rmembership of the board for one of the members appointed by
the governor, the governcr has the power Of appointment.
Gubernatorlal appointees to this board are subject to
confirmation by the gsenate,
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5. CLOSED SESSTONS. In addition to the reasons provided
1n section 21.5, subsection 1, the board may hold a clogsed
session pursuant to the requirements of section 21.%5 of that
portion of a board meeting in which financial or commercial
information is provided to or discussed by the board 1f the
board determines that disclosure of such information could
rasylt in a loss to the system or to the provider of the
information.

Sec¢. 13. NEW SECTION. 97B.88 BENEFITS ADVISORY
COMMITTEE.

1. COMMITTEE ESTABLISHED. A benefits advisory committee
shall be established whose duty is to consider and make
recommendations to the dlvision and the general assembly
concerning the provision of benefits and services to members
of the system,

2. MEMBERSHIP. The benefits advisory committee shall be
comprised of representativea of constituent groups concerned
with the syatem, and shall include representatives of
employers, active members, and retired members. In addition,
the director of the department of personnel and a member of
the public selected by the voting members of the committee
shall serve as members of the committee. The division shall
adopt rules under chapter 17A to provide for the selection of
members to the committee and the election of the voting
nembers of the comaittee.

3. VOTING MEMBERS. Of the members who comprise the
committee, nine members shall be voting members. Except as
otherwise provided by this subsection, the voting members
shall be elected by the members of the committee from the
wembership of the committee. Of the nine voting membars of
the committee, four shall represent covered employers, and
four shall represent the members of the system, Of the four
voting members representing employers, cne ghall be the
director of the department of personnel, one shall be a member
of a constituent group that represents cities, one shall be a
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member of a4 constituent group that represents counties, and
one shall be a member of a constituent Qroup that represents
local schoo! districts. Of the four voting members who
represent mcabers of the system, one shall be a menber of a
constituent group that represents teachers, The ninth voting
member of the committee shall be & citizen who 1S ROt a member
of the aystem and who s elected by the other voting members
of the committee.

4. DUTIES.

4. At least every two years, the benefits advisory
committee shall review the benefits and services provided to
members under this chapter, #nd the voting members of the
committee shall make recommendations to the division and the
general assembly concerning the gervices provided to membera
and the benefits, benefits policy, and benefit goals, provided
under this chapter.

b. The benefits advisory committee shall be tnvolved in
the performance evaluation of the chief benefits offlcer.

c. Upon the expiration of the term of office of or a
vacancy concerning one of the three meabers of the investment
board described in section 97B.8A, subsection 4, paragraph
"a”, subparagtraph {2), the voting members of the committee
shall submit to the governor the names of at lesst two
nominees who meet the requirements specified in that
subparagraph., The governor may appolnt the membec from the
liat submitted by the comaittee,

5. TERNS OF VOTING KWEMBERS. Eaxcept for the director of
the department of personnel and as otherw:se provided in the
trules for the initial selection of voting members of the
committee, mach member sclected to be a voting member 9hall
serve as a voting member f[or three years, Terms f[or voting
members begin on May 1 :n the year of selection and expire on
April 30 in the year of expiration. Vacancies shall be fi]led
in the same manner as the criginal selections. A vacancy
shall be filled for the unexpired term,
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6. EXPENSES. The members who are not active members of
the syatem shall be paid thelr actual expenses incurred in the
performance of their duties and shall receive & per diem as
specified i1n section 7E.6 for each day of service not
exceeding forty days per year, The meabers who are active
members Of the syatem and the director of the depactment of
personnel shall be paid their actual expenses incurted in the
performance of their duties as members of the committee and
the performance of their dutlies as members of the committee
shall not atfect their salaries, vacations, or leaves of
abesence for sickness or injury. However, the benefits
advisory committee shall not incur any additional expenses in
fulfilling itas duties as provided by this section wlthout the
express written authority of the chief executive officer.

Sec. 14. Sectlon 97B.20A, Code 2001, is amended to read as
follows:

97B,20A APPEAL PROCEDURE.

Members and third-party payees may appeal any decision made
by the depsrement division that affecte their rights under
this chapter. The appeal shall be filed with the department
division within thirty days after the notification of the
dec1sion was mailed to the party's last known malling address,
or the decision of the deparetment dlvision ia final. If the
party appeals the decision of the department division, the
department division shall conduct an internal review of the
decislon and the chief benef:ts executive officer shall notafy
the indlvidual who has flled the appeal In writing of the
departmentisg division's decision. The indlvidual who has
filed the appeal may file an appeal of the deparementls
division’'s final decision with the department diviasion under
chapter 17A by notifying the deparcment divislon of the appeal
In writing within thitty days after the notification of its
final decision was mailed to the party's last known mailing
address. Once noti1fied, the department division shall forward
the appeal to the department of inspections and appeals.
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Sec. 15. Section 97B.25, Code 200!, is amended to read as
follows:

97B.25 APPLICATIONS FOR BENEFITS.

A representative designated by the chiefl benefyts executive
officer and referred to in this chapter as a retirement
benet:ts officer shall promptly examine applications for
retirerent benefits and on the basis of facts found shall
determine whether or not the claim is valid. If the claim is
valid, the retirement benefits officer shall send &
notification to the membetr atating the option the member has
selected pursuant to section 91B.51, the month with respect to
which benefits shall commence, and the monthly benefit amount
payable. 1f the claim i3 invalid, the retlrement benefite
officer shall promptly notify the appiicant and any other
interested party of the decision and the teasons. A
tretirement application shall not be amended or revoked by the
member once the {irst retirement allowance 13 paid. A
member's death durlng the first month of entitlement shall not
invalidate an approved application,

sec, 16. Section 2578.20, subsection 4, Code 2001, .3
amended to read as follows:

4. In any investments authorized for the [owa public
employees’ r[etirement system In section 978y ¥y -subveftron-Iy
paraqgraph-*b¥ 97B.7A, except that investment in common stocks
shal! not be permitted.

Sec. 17. Section 411.7, subsection 2, Code 2001, :1s
amended to read as follows:

2. The secretary of the board of trustees ahall i1nvest, in
accordance with the investment policy established by the board
of trustees, the portion of the fund eatabllished in section
411,8 which in the judgment of the board is not needed for
current payment of benefits under this chapter in investments
authorized in gsection 93B8r7y-subsection-2;-pareqraph-*b"
97B.7A, for moneys in the lowa public employees’ retirement
fund.
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Sec. 18. Section 602.9111, subsection 1, Code 2001, is
amended to read as follows:

1., So much of the judicial retirement fund as may not be
necessary to be kept on hand for the making of disbursements
under this article shall be inveated by the treasurer of state
in any investments authorized for the Iowa public employees’
retirement system in section $78r?r-subsection-27-paraqraph
"phs 97B.7A, and the earnings therefrom shall be credited to
the fund. The treasurer of state may execute contracts and
agreements with inveatment advisors, consultants, and
investment management and benefit consultant firma 1n the
administration of the judicial retirement fund.

Sec. 19. INVESTMENT BOARD TRANSITION.

1, Notwithstanding provisions of section 97B.8A, as
enacted 1n this Act, to the contrary, the new investment board
ot the lowa public employees' retirement system shall, on July
1, 2002, consist of the following members, who shall serve the
following terme:

a. The membecrs of the investment board established under
section 978.8, Code 2001, who are an active member who is an
employee of a school district, area education agency. or
merged area; an active membar who Is not an employee of a
school district, area education agency, or merged area; and a
retlred member, shall cease membership on the investment board
and commence membership on the new !nvestment board
established under section 97B.BA on July 1, 2002, The teras
of these members on the lnvestment board established under
gection 97B,8A shall eapire on the same date as their teras
would have expired on the investment board in accordance with
section 97B.8. Code 2001.

b. The members of the !nvestment boatd established under
aection 97B.8, Code 2001, who are an sxecutive of a domestic
1ife insurance company, an executive of a state or national
bank, and an executive of an i1ndustrial corporation located
within the state of lowa, shall cease membership on the
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invegstment board and commence membershifp on the new investment
board established under sect:on 97B.8A on Juily 1, 2002. The
terms of these members on the new investment board established
under section 97B.BA shall expire on the same date #s their
terns would have expired on the lnveatment board in accordance
with section 978.8, Code 2001. Upon expiration of each of
these member's term of offlce, the governor shall appoint a
member to the board consistent with the requirements of
aection 97B.8A, subsection 4, paragraph "a", subparagraph {1l).

¢c. The members of the investment board established under
section 978.8, Code 2001, who are legislative members shall
cease membership on the inveatment board and commence
membership on the new i1nvestment board established under
section 97B,8A on July 1, 2002. Two additional legislative
members shall be appointed and commence membership on the new
investment board on July 1, 2002, as provided in section
970.8A as enacted 1n this Act., The terms of these members
shall expire at the pleasure Of the appointing authorities as
provided in section 97B.8A, as enacted in this Act.

d. The dlrector of the department of personnel shall cease
membership on the investment board eatablished under section
978.8, Code 2001, on July 1, 2002. The treasufer of state
shall commence membership on the new 1nvestment board
established under section 97B.8A, and shall serve on the board
a3 provided in section 97B.8A. as enacvted 1n this Act.

2. 1Initial appointments by the governcr under this section
are subject to confirmation by the senate. If a vacancy
occurs 4% to a member of the investment board eatablished
under section 97B.8A who is appointed by the governor priot to
the expiration of &4 term a8 provided in this sectlon, the
qovernor shall appoint a member to serve the remainder of the
term 30 that the membership requirements of section 97B.8A, as
enacted 1n this Act, are fulfilled, and the appcintment shall
be subject to confirmation by the senate. Upon the expiration
of a term established in this section, a member shall be
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appointed in the manner and for a term of service am specified
In section 97B.8A, as enacted |n this Act. Except 48
otherwiae provided in this aection, the investment board
established under this section shall be subject to the
requirements of section 97B.BA, as enacted in thia Act.

Sec, 20, BENEFITS ADVISORY COMMITTEE TRANSITION.

1. Effective July 1, 2001, and notwithatanding provisions
of section 97B.8B, as enacted in this Act, to the contrary, a
transition benefits advisory committee shall be created and
shall consist of the following votling members:

a. A membsr representing the lowa state education
asgsociation.

b. A member representing the Iowa assoclation of community
college trustees.

c. A member representing the school administrators of
Iowa.

d. A member repiesenting the Iowa assoclation of school
boards,

e. A member representing the retired achool personnel
assoclation.

{. A member representing the state pollce officers
council.

9. The director of the department of personnel.

h. A member representing the 1PERS' improvemant
agsoclation,

1. A member representing the American federation of state,
county, and municlpal employess.

j. A member representing the lowa state sheriffe’ and
deputiean’ association,

k. A member representing the Iowa state assoclation of
countiea.

1. A member representing the Iowa league of citiew.

n, A member representing the Iowa association of chiefs of
police and peace officers.

Senate Pile 49!, p. 22

n. A member of the public with substantial pension
benefits experience as selected by the chief bLenefits office:
of the lowa public employees’' retirement system.

o. A member representing the departrment of management.

2, By July 1, 2002, the transition benefits advisory
committee shall! issue a report to the lowa public employees’
retirement system division concerning the tules to be adopted
by the division governing the benefits advisory committee as
provided in section 97B.8B, a8 enacted in this Act. The rules
should include provisions governing the selection of members
of the coemittee, the selectlon of voting members of the
committee, and any other provisions deemed necessary for
entablishing the benefits advisory committee consigient with
the requitements of aection $7B.68B.

3. The transgition benefitas advisory committee shall be
dissolved by July 31, 2002,

Sec. 21. AMENDMENTS CHANGING TERMLNOLOGY -- DIRFCTIVES TO
CODE EDITOR. Except as othertwise provided in Lhis ACt, the
Iowa Code editor 18 directed to strike the words "department”,
"departwent of personnel”, and "department’s” and insert the
words “"division” and "division’'s” wherever the word
“department”, “department of personnel”, or “department’s”
appears in chapter 978 of the lowa Code and the reference to
"department”, "department of personnel”, or “"department ' s”
means the department of personnel unless a contrary intent 18
clearly evident.

Sec. 22. ADMINISTRATIVE RULES. To the extent not
inconsistent with this Act, the administrative rules
promulgqated and adopted by the department of personnel
concerning the lowa public employeea' retirement system prior
to July 1, 2002, shall be the rules of the lowa publac
employees’ retirement system division and shal! remain in
effect on and after July 1, 2002, subject Lo the authority of
the division to modify Or change the rules pursuant to lowa
Code chaprer 17A.
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Sec. 23. Sections 97B.S5, $7B.6, 97B.8, 97B.57, 97B.59, .
97B.60, 97B.61, Code 2001, are repealed.
Sec. 24. EFFECTIVE DATE. This Act takes effect July 1,
2002. However, section 20 of this Act, establishing a
benefits advisory committee transition, takes effect July 1,
2001.
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