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IOWA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM[495]
Regulatory Analysis
Notice of Intended Action to be published: 495—Chapter 21
“Mergers”
 
Iowa Code section(s) or chapter(s) authorizing rulemaking: 97B.4 and 97B.15
State or federal law(s) implemented by the rulemaking: Executive Order 10 and Iowa Code sections 17A.3, 97B.4, and 97B.15
 
Public Hearing
    A public hearing at which persons may present their views orally or in writing will be held as follows: 
	August 26, 2026
3 to 3:30 p.m.
	IPERS Boardroom
7401 Register Drive
Des Moines, Iowa
Via videoconference call:
Join online meeting
Meeting ID: 275 109 054 101 443
Passcode: Uf6u9vH3


Public Comment
    Any interested person may submit written or oral comments concerning this Regulatory Analysis, which must be received by the Iowa Public Employees’ Retirement System (IPERS) no later than 4:30 p.m. on the date of the public hearing. Comments should be directed to:
	Cheryl Vander Hart
Iowa Public Employees’ Retirement System
7401 Register Drive
Des Moines, Iowa 50321
Phone: 515.281.7623
Email: cheryl.vanderhart@ipers.org


Purpose and Summary
    This proposed chapter was reviewed as part of the Red Tape Review process laid out in Executive Order 10. As a result of this review, IPERS removed restricted terms, combined or eliminated duplicative language, and made editorial updates to ensure the chapter reflects current policies and procedures. IPERS is a State retirement system that provides for the payment of annuities, enables employees to care for themselves in retirement, improves public employment within the State, reduces excessive personnel turnover, and offers suitable attraction to public service. IPERS is required to administer the retirement system.
Analysis of Impact
 
    1.   Persons affected by the proposed rulemaking:
     ●   Classes of persons that will bear the costs of the proposed rulemaking:
This proposed rulemaking does not have a cost to the public.

     ●   Classes of persons that will benefit from the proposed rulemaking:
This proposed rulemaking will benefit all IPERS members and beneficiaries and IPERS-covered public employers.
 


    2.   Impact of the proposed rulemaking, economic or otherwise, including the nature and amount of all the different kinds of costs that would be incurred:
     ●   Quantitative description of impact:
This proposed chapter will benefit over 2,000 IPERS-covered employers and over 400,000 IPERS members by removing restrictive terms and reducing duplicative terms found both in rule and in the Iowa Code.

     ●   Qualitative description of impact:
This proposed rulemaking will benefit all IPERS members and beneficiaries and IPERS-covered public employers.
 


    3.   Costs to the State:
     ●   Implementation and enforcement costs borne by the agency or any other agency:
IPERS has always incurred personnel and other administrative costs associated with implementing the agency’s administrative rules while carrying out agency functions. Implementation of this proposed rulemaking adds no additional expense.

     ●   Anticipated effect on State revenues:
This proposed rulemaking will not impact State revenues. IPERS is a trust fund, separate and distinct from the General Fund of the State.
 


    4.   Comparison of the costs and benefits of the proposed rulemaking to the costs and benefits of inaction:
IPERS is required to adopt rules to regulate and provide for the nature and extent of the proofs and evidence, and their method of taking, in order to establish the right to benefits authorized under Iowa Code chapter 97B.
 

    5.   Determination whether less costly methods or less intrusive methods exist for achieving the purpose of the proposed rulemaking:
IPERS has not identified any less costly methods or less intrusive methods.
 

    6.   Alternative methods considered by the agency:
     ●   Description of any alternative methods that were seriously considered by the agency:
Not applicable.

     ●   Reasons why alternative methods were rejected in favor of the proposed rulemaking:
Not applicable.


Small Business Impact
    If the rulemaking will have a substantial impact on small business, include a discussion of whether it would be feasible and practicable to do any of the following to reduce the impact of the rulemaking on small business:
     ●   Establish less stringent compliance or reporting requirements in the rulemaking for small business.
     ●   Establish less stringent schedules or deadlines in the rulemaking for compliance or reporting requirements for small business.
     ●   Consolidate or simplify the rulemaking’s compliance or reporting requirements for small business.
     ●   Establish performance standards to replace design or operational standards in the rulemaking for small business.
     ●   Exempt small business from any or all requirements of the rulemaking.
 
    If legal and feasible, how does the rulemaking use a method discussed above to reduce the substantial impact on small business?
    The proposed rulemaking does not create a substantial impact on small business.
Text of Proposed Rulemaking
    ITEM 1.  Rescind 495—Chapter 21 and adopt the following new chapter in lieu thereof:

CHAPTER 21
MERGERS
495—21.1(97B) Procedures for merger of qualified pension plans with IPERS. 
    21.1(1) The merging plan shall transfer assets to IPERS in an amount equal to the actuarial accrued liability created for IPERS as the result of the transfer of pension obligations owed to active, inactive and retired members of the merging plan. The actuarial accrued liability is determined using the merging plan’s membership data, the IPERS benefit structure, and the current IPERS actuarial valuation assumptions as of the date of the transfer.
    21.1(2) Members of the merging plan system who become members of IPERS under this rule shall have years of service under the merging plan recognized by IPERS for purposes of determining eligibility and vested status and calculating IPERS benefits.
    21.1(3) All wage records for current active members are summarized on the quarterly basis used by IPERS to determine a member’s IPERS benefits. IPERS will not independently verify wage records but will monitor those records to ensure that limits in IRC Section 401(a)(17)(A) and (B) as amended to August 1, 2026, are not exceeded.
    21.1(4) The merging plan’s actuary may determine that the accrued benefit of an active or inactive member of the merging plan exceeds the member’s accrued IPERS benefits based on the merging plan’s membership data and the IPERS benefit structure. The compensation of such individuals for any difference between the monthly benefit they accrued in the merging plan and the benefit they will have under IPERS is at the merging plan’s sole discretion, and IPERS shall have no liability.
    21.1(5) The same methods of conversion and cash out will be used for terminated vested members with a current plan account in the merging plan and for members, if any, who previously elected to freeze their accounts in the former plan to begin participation in IPERS.
    21.1(6) The merging plan’s retired members are entitled to annuity payments from IPERS in the same forms and amounts as provided in the merging plan, provided those forms of payment are available under IPERS. If any retired member from the merging plan is also receiving a benefit from IPERS and the forms of benefits under the two plans differ, the retired member must agree to have the benefit payable from the merging plan converted and paid in the same form as the benefit under IPERS. Dividends for retired members transferred to IPERS are determined based on the first month of entitlement under the merging plan.
    21.1(7) The monthly benefit payable to transferred members (excluding retired members) by IPERS may be greater or less than the monthly benefit they would have received under the merging plan. IPERS is not responsible for any difference in the two benefit amounts. The merging plan is solely responsible for ensuring the protection of the accrued benefits of the merging plan’s members and beneficiaries.
    21.1(8) IPERS may agree to accept in-kind transfers of assets in satisfaction of the liabilities created by the merger, but may, in IPERS’ sole discretion, decline all in-kind asset transfers and demand cash to fund the merger.
495—21.2(97B) Mandatory merger criteria. 
    21.2(1) General. Mergers shall meet the following criteria:
    a.  There shall be no actuarial gain or loss to IPERS (defined as a change in the unfunded accrued actuarial liability) as a result of a merger with another pension plan.
    b.  The merging plan shall defend and hold IPERS harmless from any claims by transferred members with respect to employee contribution accounts, cut-back claims, tax issues, and any other cause of action arising hereunder that does not result from IPERS’ negligence or misconduct. This indemnification shall also extend to any contractual claims by the merging plan’s vendors, pending or threatened lawsuits or regulatory actions against the merging plan, and appeals by members, retired members and beneficiaries of the merging plan.
    c.  Prior to the merger date, the merging plan authority and IPERS shall formally agree on all material terms and conditions of the merger in writing.
    d.  The merging plan authority shall adopt by resolution a proposal to merge the pension plan with and into the IPERS pension plan, with IPERS as the surviving plan, which shall incorporate by reference the details of the merger expressed in the merger agreement between the merging plan and IPERS. The merging plan authority shall secure all other approvals necessary to the merger, and shall certify to IPERS that all necessary authorizations have been received.
    e.  All assets required to fund the transfer of liabilities created under the merger shall be transferred to IPERS within 120 days after the proposed effective date, plus an additional amount representing a 7.5 percent interest rate (or the current rate assumed by IPERS’ actuary in valuing assets and liabilities) commencing on the proposed effective date.
    f.  After the merger, the merging plan authority, as a covered employer, shall determine employee classifications and deduct and forward member and employer contributions in the same amount as required for all IPERS covered employment.
    g.  The merging plan authority shall transfer to IPERS in a mutually agreed upon method all employment records for active, inactive, and retired members and beneficiaries, including all tax reporting records. In addition to employment and tax reporting records, transferred electronic files shall include the same enrollment information as required for IPERS covered employers’ new employees. Similar demographic information shall be provided to IPERS for spouses and beneficiaries.
    h.  The merging plan shall, prior to merger, in its sole discretion, make such amendments to its plan documents that it deems to be necessary or appropriate to accomplish the merger, provided that no such amendments shall vary the terms of the agreement to merge without the express written consent of IPERS.
    i.  IPERS shall, prior to merger, in its sole discretion, make such amendments to its plan documents that it deems to be necessary or appropriate to accomplish the merger, provided that no such amendments shall vary the terms of the agreement to merge without the express written consent of the merging plan.
    j.  The transferred records of the merging plan shall be treated as confidential records by IPERS as described in Iowa Code section 97B.17.
    k.  The merging plan authority and its legal and actuarial advisors shall determine the excess accruals, if any, owed to any member of the merging plan transferred to IPERS; shall provide such members with the appropriate election forms and related information; and shall take all steps necessary to complete the payment of compensation to such individuals in satisfaction of the obligation to protect accrued benefits under the merging plan as described above.
    l.  Excluding matters relating to the distribution of excess accruals, if any, the merging plan authority, its legal counsel, and IPERS and its legal counsel shall jointly develop all required communications regarding the plan merger. IPERS shall have sole responsibility for providing benefits estimates to the merging plan members, in anticipation of the merger. Following the effective date of the merger, all member services shall be handled by IPERS.
    m.  Following the merger, transferred active, inactive, and retired members and beneficiaries shall be entitled to benefits, including monthly allowances, refunds, actuarial equivalent (AE), death benefits and dividends as other IPERS members having the same demographic, wage and service records.
    n.  The members of the merging plan who currently have binding assignments against their benefits shall continue to have those assignments administered by IPERS as described in 495—Chapter 16 or as otherwise required by law.
    o.  The members of the merging plan currently receiving disability retirement benefits must agree to have their disability retirement benefits administered by IPERS as described under 495—Chapter 13, or those members shall not be transferred.
    p.  The merging plan and IPERS shall jointly agree whether the merger will be submitted to the IRS for approval.
    21.2(2) Reserved.
These rules are intended to implement Iowa Code section 97B.42C.
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