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S.F. ---- H.F. 

1 Section 1. Section 12.8, unnumbered paragraph 3, Code 
2 2001, is amended to read as follows: 
3 The treasurer of state, with the approval of the investment 
4 board of the Iowa public employees' retirement system, may 

.5 conduct a program of lending securities in the Iowa public 
6 employees' retirement system portfolio. When securities are 
7 loaned as provided by this paragraph, the treasurer shall act 
8 in the manner provided for investment of moneys in the Iowa 
9 public employees' retirement fund under section 9~BTT 97B.7A. 

10 The treasurer of state shall report at least annually to the 
11 investment board of the Iowa public employees' retirement 
12 system on the program and shall provide additional information 
13 on the program upon the request of the investment board or the 
14 employees of the Iowa public employees' retirement system 
15 division of the department of personnel. 
16 Sec. 2. Section 128.10, subsection 4, paragraph f, Code 
17 2001, is amended to read as follows: 
18 f. Investments authorized for the Iowa public employees' 
19 retirement system in section 9?B7Ty-s~bseetien-z7-pa~ag~aph 
20 ~ba 97B.7A, except that investment in common stocks is not 
21 permitted. 
22 Sec. 3. Section 12C.5, Code 2001, is amended to read as 
23 follows: 
24 12C.5 REFUSAL OF DEPOSITS -- PROCEDURE. 
25 If the approved depositories will not accept the deposits 
26 under the conditions prescribed or authorized in this chapter, 
27 the funds may be deposited, on the same or better terms as 
28 were offered to the depositories, in one or more approved 
29 depositories conveniently located within the state. 

30 The treasurer of state may invest in any of the investments 

31 authorized for the Iowa public employees' retirement system in 
32 section 9TB7Ty-s~bseetien-z7-pa~ag~aph-~ba 97B.7A except that 
33 investment in common stocks shall not be permitted. 
34 Sec. 4. Section 12C.l0, Code 2001, is amended to read as 
35 follows: 
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1 12C.l0 INVESTMENT OF FUNDS CREATED 
2 The governing council or board, who 

3 any fund created by direct vote of the 

BY ELECTION. 

by law have control of 

people, may invest any 

4 portion of the fund not currently needed, in investments 

5 authorized in section 12B.l0. The treasurer of state may 
6 invest in any of the investments authorized for the Iowa 

7 public employees' retirement system in section 9~8~~7 
8 s~bsee~~e"-i7-para9raph-ubu 97B.7A except that investment in 

9 common stocks shall not be permitted. Interest or earnings on 

10 such funds shall be credited as provided in section 12C.7, 

11 subsection 2. 

12 Sec. 5. Section 19A.l, subsection 3, paragraph b, Code 

13 2001, is amended to read as follows: 
14 b. The investment board of the Iowa public employees' 
15 retirement system created by section 9~8~8 978.8A. 
16 Sec. 6. Section 97A.7, subsection 2, Code 2001, is amended 
17 to read as follows: 

18 2. The several funds created by this chapter may be 

19 invested in any investments authorized for the Iowa public 

20 employees' retirement system in section 9~9~~7-s~bsee~ie"-%7 
21 para9raph-ubu 97B.7A. 

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

24 97B.l SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS. 
25 1. The "Iowa Public Employees' Retirement System" is 

26 created. The Iowa public employees' retirement system ie 

27 division, a separate and distinct division within the 

28 department of personnel, shall administer the system. 

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

31 a. "Board" means the investment board created by section 
32 9~8~8 97B.8A. 

33 b. "Chief executive officer" means the chief executive 

34 officer of the Iowa public employees' retirement system 

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

2 c. "Conunittee" means the benefits advisory committee 
3 created by section 97B.8B. 

4 b.,- d. "Bepartme"t Division" means the eepar-tme"t-or 
5 per-so""e% Iowa public employees' retirement system division. 
6 e.,---ue±r-eetor-u-mea"s-the-eir-eetor--or-the-eepartme"t-or 

7 per-so""e'l:.,-
8 d ... e. "System" means the Iowa public employees' retirement 
9 system. 

10 Sec. 8. NEW SECTION. 97B.3A CHIEF EXECUTIVE OFFICER 
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 and shall serve at the pleasure of the governor. 
16 2. The qualifications for appointment as the chief 
17 executive officer shall include a demonstrated knowledge of 
18 and executive-level experience in all aspects of pension fund 
19 administration, including financial management, investment 
20 asset management, benefit design and delivery, legal 
21 administration, and operations administration. The chief 
22 executive officer shall not be selected on the basis of 
23 political affiliation, and while employed as the chief 
24 executive officer, shall not be a member of a political 
25 committee, participate in a political campaign, or be a 
26 candidate for a partisan elective office, and shall not 

27 contribute to a political campaign fund, except that the chief 
28 executive officer may designate on the checkoff portion of the 
29 state or federal income tax return, or both, a party or 
30 parties to which a contribution is made pursuant to the 
31 checkoff. The chief executive officer shall not hold any 
32 other office under the laws of the United States or of this or 
33 any state and shall devote full time to the duties of office. 

34 Sec. 9. Section 97B.4, Code 2001, is amended by striking 

35 the section and inserting in lieu thereof the following: 
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1 97B.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF 

2 DIVISION -- IMMUNITY. 
3 1. CHIEF EXECUTIVE OFFICER. The division, through the 

4 chief executive officer, shall administer this chapter. The 

5 chief executive officer shall also be the division's statutory 

6 designee with respect to the rulemaking power. 

7 2. GENERAL AUTHORITY. 

8 a. The division may adopt, amend, waive, or rescind rules, 

9 employ persons, execute contracts with outside parties, make 
10 expenditures, require reports, make investigations, and take 
11 other action it deems necessary for the administration of the 

12 system in conformity with the requirements of this chapter, 
13 the applicable provisions of the Internal Revenue Code, and 

14 all other applicable federal and state laws. The rules shall 

15 be effective upon compliance with chapter 17A. 

b. The division may delegate to any person such authority 
7 as it deems reasonable and proper for the effective 

18 administration of this chapter, and may bond any person 
19 handling moneys or signing checks under this chapter. 

20 c. In administering this chapter, the division shall enter 
21 into a biennial agreement with the department of personnel 

22 concerning the sharing of resources between the division and 

23 department which are of benefit to each and which are 

24 consistent with the mission of the division and the 
25 department. The budget program for the division shall be 

26 compiled by the department of personnel in collaboration with 
27 the division and submitted by the department pursuant to 
28 section 8.23. 
29 3. PERSONNEL. 

30 a. CBIEF INVESTMENT OFFICER. The chief executive officer, 

31 following consultation with the board, shall employ a chief 

32 investment officer who shall be appointed pursuant to chapter 
33 19A and shall be responsible for administering the investment 

4 program for the retirement fund pursuant to the investment 
policies of the board. 
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1 b. CHIEF BENEFITS OFFICER. The chief executive officer, 
2 following consultation with the benefits advisory committee, 
3 shall employ a chief benefits officer who shall be appointed 
4 pursuant to chapter 19A and shall be responsible for 

5 administering the benefits and other services provided under 
6 the system. 

7 c. ACTUARY. The division shall employ an actuary who 
8 shall be selected by the board and shall serve at the pleasure 
9 of the board. The actuary shall be the technical advisor for 

10 the system on matters regarding the operation of the 
11 retirement fund. 
12 d. DIVISION EMPLOYEES. 
13 this chapter, the division 

Subject to other provisions of 
may employ all other personnel as 

14 necessary for the administration of the system. The maximum 
15 number of full-time equivalent employees specified by the 
16 general assembly for the division for administration of the 
17 system for a fiscal year shall not be reduced by any authority 
18 other than the general assembly. The personnel of the 
19 division shall be appointed pursuant to chapter 19A. The 
20 division shall not appoint or employ a person who is an 
21 officer or committee member of a political party organization 
22 or who holds or is a candidate for a partisan elective public 
23 office. 
24 e. LEGAL ADVISORS. The division may employ attorneys and 
25 contract with attorneys and legal firms for the provision of 
26 legal counsel and advice in the administration of this chapter 
27 and chapter 97C. 
28 f. OUTSIDE ADVISORS. The division may execute contracts 

29 with persons outside state government, including investment 
30 advisors, consultants, and managers, in the administration of 

31 this chapter. However, a contract with an investment manager 
32 or investment consultant shall not be executed by the division 
33 pursuant to this paragraph without the prior approval by the 
34 board of the hiring of the investment manager or investment 
35 consultant. 
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1 4. REPORTS. 

2 a. ANNUAL REPORT TO GOVERNOR. Not later than the 

3 fifteenth day of December of each year, the division shall 

4 submit to the governor a report covering the administration 

5 and operation of this chapter during the preceding fiscal year 
6 and shall make recommendations for amendments to this chapter. 

7 The report shall include a balance sheet of the moneys in the 

8 retirement fund. The report shall also include information 
9 concerning the investment management expenses for the 

10 retirement fund for each fiscal year expressed as a percent of 

11 the market value of the retirement fund investment assets, 
12 including the information described in section 97B.7, 
13 subsection 3, paragraph "d". The information provided under 
14 this paragraph shall also include information on the 

15 investment policies and investment performance of the 
16 retirement fund. In providing this information, to the extent 

17 possible, the division shall include the total investment 

18 return for the entire fund, for portions of the fund managed 

19 by investment managers, and for internally managed portions of 
20 the fund, and the cost of managing the fund per thousand 

21 dollars of assets. The performance shall be based upon market 
22 value, and shall be contrasted with relevant market indices 

23 and with performances of pension funds of similar asset size. 
24 b. ANNUAL STATEMENT TO MEMBERS. The division shall 

25 prepare and distribute to the members, at the expense of the 
26 retirement fund, an annual statement of the member's account 

27 and, in such a manner as the division deems appropriate, other 
28 information concerning the system. 

29 c. ACTUARIAL INVESTIGATION. During calendar year 2002, 
30 and every four years thereafter, the division shall cause an 

31 actuarial investigation to be made of all experience under the 

32 retirement system. Pursuant to such an investigation, the 

33 division shall, from time to time, determine upon an actuarial 

34 basis the condition of the system and shall report to the 

35 general assembly its findings and recommendations. 
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1 d. ANNUAL VALUATION OF ASSETS. The division shall cause 
2 an annual actuarial valuation to be made of the assets and 
3 liabilities of the system and shall prepare an annual 
4 statement of the amounts to be contributed under this chapter, 
5 and shall publish annually such valuation of the assets and 
6 liabilities and the statement of receipts and disbursements of 
7 the system. Based upon the actuarial methods and assumptions 
8 adopted by the board for the annual valuation, the division 
9 shall certify to the governor the contribution rates 

10 determined thereby as the rates necessary and sufficient for 
11 members and employers to fully fund the benefits and 
12 retirement allowances being credited. 
13 5. INVESTMENTS. The division, through the chief 
14 investment officer, shall invest, in accordance with the 
15 investment policy and goal statement established by the board, 
16 the portion of the retirement fund which, in the judgment of 
17 the division, is not needed for current payment of benefits 
18 under this chapter subject to the requirements of section 

19 97B.7A. 
20 6. OLD RECORDS. The division may destroy or dispose of 
21 such original reports or records as have been properly 
22 recorded or summarized in the permanent records of the 
23 division and are deemed by the chief executive officer to be 
24 no longer necessary to the proper administration of this 
25 chapter. The destruction or disposition shall be made only by 
26 order of the chief executive officer. Records of deceased 
27 members of the system may be destroyed ten years after the 
28 later of the final payment made to a third party on behalf of 
29 the member or the death of the member. Any moneys received 
30 from the disposition of these records shall be deposited to 
31 the credit of the retirement fund subject to rules adopted by 
32 the division. 

33 7. IMMUNITY. The division, employees of the division, the 

34 board, the members of the board, and the treasurer of state 
35 are not personally liable for actions or omissions under this 
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1 chapter that do not involve malicious or wanton misconduct 
2 even if those actions or omissions violate the standards 
3 established in section 978.7A. 
4 Sec. 10. Section 978.7, Code 2001, is amended by striking 
5 the section and inserting in lieu thereof the following: 
6 978.7 FUND CREATED EXCLUSIVE BENEFIT-- STANDING 

7 APPROPRIATIONS. 
8 1. There is hereby created as a special fund, separate and 
9 apart from all other public moneys or funds of this state, the 

10 "Iowa Public Employees' Retirement Fund", hereafter called the 
11 "retirement fund". The retirement fund shall consist of all 
12 moneys collected under this chapter, together with all 
13 interest, dividends, and rents thereon, and shall also include 
14 all securities or investment income and other assets acquired 
15 by and through the use of the moneys belonging to the 
16 retirement fund and any other moneys that have been paid into 
17 the retirement fund. 
18 2. The treasurer of the state of Iowa is hereby made the 
19 custodian of the retirement fund and shall hold and disburse 
20 the retirement fund in accordance with the requirements of 
21 this chapter. As custodian, the treasurer shall be authorized 
22 to disburse moneys in the retirement fund upon warrants drawn 
23 by the director of revenue and finance pursuant to the order 
24 of the division. 
25 3. All moneys which are paid or deposited into the fund 
26 are appropriated and made available to the division to be used 
27 for the exclusive benefit of the members and their 
28 beneficiaries or contingent annuitants as provided in this 
29 chapter: 
30 a. To be used by the division for the payment of claims 
31 for benefits under this chapter. 
32 b. To be used by the division to pay refunds provided for 
33 in this chapter. 
34 c. To be used for the costs of administering the system, 
35 including up to $50,000 per fiscal year for actual and 
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1 necessary expenses of the benefits advisory committee. If as 

2 a result of action under section 8.31, the governor has 

3 reduced the moneys appropriated from the retirement fund to 

4 the division for salaries, support, maintenance, and other 

5 operational purposes to pay the costs of the system for a 

6 fiscal year, it is the intent of the general assembly that the 

7 amount by which the appropriation has been reduced should be 
8 transferred from the retirement fund to the division for 

9 salaries, support, maintenance, and other operational purposes 

10 to pay the costs of the system for that fiscal year. 

11 d. To be used to pay for investment management expenses 

12 incurred in the management of the retirement fund. Expenses 

13 incurred pursuant to this paragraph shall be charged to the 

14 investment income of the retirement fund. However, the amount 
15 appropriated for a fiscal year under this paragraph shall not 
16 exceed four-tenths of one percent of the market value of the 

17 retirement fund. 
18 Sec. 11. NEW SECTION. 978.7A INVESTMENT AND MANAGEMENT 

19 OF RETIREMENT FUND-- STANDARDS -- IMMUNITY. 

20 1. INVESTMENT AND INVESTMENT POLICY STANDARDS. In 

21 establishing the investment policy of the retirement fund and 

22 providing for the investment of the retirement fund, the 
23 division and board shall do the following: 
24 a. Exercise the judgment and care, under the circumstances 
25 then prevailing, which persons of prudence, discretion, and 

26 intelligence exercise in the management of their own affairs, 

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

28 permanent disposition of the funds, considering the probable 

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

30 b. Give appropriate consideration to those facts and 

31 circumstances that the division and board know or should know 
32 are relevant to the particular investment or investment policy 

33 involved, including the role the investment plays in the total 

34 value of the retirement fund. 

35 c. For the purposes of this subsection, appropriate 
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1 consideration includes, but is not limited to, a determination 
2 that the particular investment or investment policy is 
3 reasonably designed to further the purposes of the system, 

4 taking into consideration the risk of loss and the opportunity 

5 for gain or income associated with the investment or 

6 investment policy and consideration of the following factors 

7 as they relate to the retirement fund: 

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

9 diversification. 
10 (2) The liquidity and current return of the investments in 
11 the retirement fund relative to the anticipated cash flow 

12 requirements of the system. 
13 (3) The projected return of the investments relative to 

14 the funding objectives of the retirement system. 

15 2. INVESTMENT ACQUISITIONS. Within the limitations of the 

investment standards prescribed in this section, the system 
7 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. 

20 Consistent with this section, investments shall be made in a 
21 manner that will enhance the economy of this state, and in 

22 particular, will result in increased employment .of the 

23 residents of this state. Investments of moneys in the 

24 retirement fund are not subject to sections 73.15 through 

25 73.21. 
26 3. LIABILITY -- REIMBURSEMENT. Except as provided in 
27 section 97B.4, subsection 7, if there is loss to the 

28 retirement fund, the treasurer of state, the division, the 

29 employees of the division, the members of the board severally, 
30 and the board are not personally liable, and the loss shall be 

31 charged against the retirement fund. There is appropriated 

32 from the retirement fund, the amount required to cover a loss. 

33 4. INVESTMENT PROCEDURES. In managing the investment of 
34 the retirement fund, the division, in accordance with the 

35 investment policy established by the board, is authorized to 
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1 do the following: 
2 a. To sell any securities or other property in the 
3 retirement fund and reinvest the proceeds when such action may 

4 be deemed advisable by the division for the protection of the 

5 retirement fund or the preservation of the value of the 

6 investment. Such sale of securities or other property of the 

7 retirement fund and reinvestment shall only be made in 

8 accordance with policies of the board in the manner and to the 

9 extent provided in this chapter. 
10 b. To subscribe for the purchase of securities for future 
11 delivery in anticipation of future income. The securities 
12 shall be paid for by anticipated income or from funds from the 

13 sale of securities or other property held by the retirement 

14 fund. 
15 c. To pay for securities directed to be purchased upon the 

16 receipt of the purchasing bank's paid statement or paid 

17 confirmation of purchase. 
18 5. TRAVEL. In the administration of the investment of 
19 moneys in the retirement fund, employees of the division and 
20 members of the board may travel outside the state for the 

21 purpose of meeting with investment firms and consultants and 

22 attending conferences and meetings to fulfill their fiduciary 

23 responsibilities. This travel is not subject to section 

24 421.38, subsection 2. 
25 Sec. 12. NEW SECTION. 97B.8A INVESTMENT BOARD. 
26 1. BOARD ESTABLISKED. A board is established to be known 

27 as the "Investment Board of the Iowa Public Employees' 

28 Retirement System", referred to in this chapter as the 
29 "board". The duties of the board are to establish policy, and 

30 review its implementation, in matters relating to the 

31 investment of the retirement fund. The board shall be the 

32 trustee of the retirement fund. 
33 2. INVESTMENT REVIEW. a. At least annually the board 
34 shall review the investment policies and procedures used by 

35 the board and division, and shall hold a public meeting on the 
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1 investment policies and investment performance of the 

2 retirement fund. Following its review and the public meeting, 

3 the board shall, pursuant to the requirements of section 

4 97B.7A, and in consultation with the chief investment officer 

5 and other relevant personnel of the division, establish an 

6 investment policy and goal statement that shall direct the 

7 investment activities concerning the retirement fund. 
8 b. The board shall review and approve, prior to the 

9 execution of a contract with the division, the hiring of each 
10 investment manager and investment consultant outside of state 

11 government. 

12 c. The board shall be involved in the performance 

13 evaluation of the chief investment officer. 
14 3. ACTUARIAL RESPONSIBILITIES. 

15 a. The board shall select the actuary to be employed by 
16 the system as provided in section 978.4. 
17 b. The board shall, in consultation with the chief 

18 executive officer, the actuary, and other relevant personnel 

19 of the division, adopt from time to time mortality tables and 

20 all other necessary factors for use in actuarial calculations 

21 required in connection with the system. The board shall also 
22 adopt the actuarial methods and assumptions to be used by the 
23 actuary for the annual valuation of assets as required by 
24 section 978.4. 
25 4. MEMBERSHIP. 

26 a. The board shall consist of nine members, 

27 seven voting members and two nonvoting members. 

28 members shall be as follows: 

including 

The voting 

29 (1) Three public members, appointed by the governor, who 
30 are not members of the system and who each have substantial 

31 institutional investment experience or substantial 
32 institutional financial experience. 

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

34 members of the system. Of the three members appointed, one 

35 shall be an active member who is an employee of a school 
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1 district, area education agency, or merged area; one shall be 

2 an active member who is not an employee of a school district, 

3 area education agency, or merged area; and one shall be a 
4 retired member of the system. 
5 (3) The treasurer of state. 
6 The nonvoting members of the board shall be one state 
7 representative, appointed by the speaker of the house of 
8 representatives, and one state senator, appointed by the 
9 president of the senate, after consultation with the majority 

10 leader and the minority leader of the senate. 

11 b. Four voting members of the board shall constitute a 
12 quorum. 
13 c. The three members who have substantial institutional 
14 investment experience or substantial institutional financial 
15 experience, and the member who is a retired member of the 
16 system, shall be paid their actual expenses incurred in the 
17 performance of their duties and shall receive a per diem as 
18 specified in section 7E.6 for each day of service not 
19 exceeding forty days per year. Legislative members shall be 
20 paid the per diem and expenses specified in section 2.10, for 
21 each day of service. The per diem and expenses of the 
22 legislative members shall be paid from funds appropriated 
23 under section 2.12. The members who are active members of the 
24 system and the treasurer of state shall be paid their actual 
25 expenses incurred in the performance of their duties as 

26 members of the board and the performance of their duties as 
27 members of the board shall not affect their salaries, 
28 vacations, or leaves of absence for sickness or injury. 
29 d. The appointive terms of the members appointed by the 
30 governor are for a period of six years beginning and ending as 
31 provided in section 69.19. If there is a vacancy in the 
32 membership of the board for one of the members appointed by 
33 the governor, the governor has the power of appointment. 

34 Gubernatorial appointees to this board are subject to 

35 confirmation by the senate. 
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1 5. CLOSED SESSIONS. In addition to the reasons provided 
2 in section 21.5, subsection 1, the board may hold a closed 
3 session pursuant to the requirements of section 21.5 of that 
4 portion of a board meeting in which financial or commercial 
5 information is provided to or discussed by the board if the 

6 board determines that disclosure of such information could 

7 result in a loss to the system or to the provider of the 

8 information. 

9 Sec. 13. N~ SECTION. 97B.8B BENEFITS ADVISORY 

10 COMMITTEE. 
11 1. COMMITTEE ESTABLISHED. A benefits advisory committee 
12 shall be established whose duty is to consider and make 
13 recommendations to the division and the general assembly 
14 concerning the provision of benefits to members of the system. 
15 2. MEMBERSHIP. The benefits advisory committee shall be 
16 comprised of representatives of constituent groups concerned 
17 with the system, and shall include representatives of 
18 employers, active members, and retired members. In addition, 
19 the director of the department of personnel and a member of 
20 the public selected by the voting members of the committee 
21 shall serve as members of the committee. The division shall 
22 adopt rules under chapter 17A to provide for the selection of 
23 members to the committee and the election of the voting 
24 members of the committee. 

25 3. VOTING MEMBERS. Of the members who comprise the 
26 committee, nine members shall be voting members. Except as 
27 otherwise provided by this subsection, the voting members 
28 shall be elected by the members of the committee from the 
29 membership of the committee. Of the nine voting members of 
30 the committee, four shall represent covered employers, and 

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

32 voting members representing employers, one shall be the 
33 director of the department of personnel, one shall be a member 
34 of a constituent group that represents cities, one shall be a 
35 member of a constituent group that represents counties, and 
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1 one shall be a member of a constituent group that represents 
2 local school districts. Of the four voting members who 
3 represent members of the system, one shall be a member of a 
4 constituent group that represents teachers. The ninth voting 
5 member of the committee shall be a citizen who is not a member 
6 of the system and who is elected by the other voting members 
7 of the committee. 
8 4. DUTIES. 

9 a. At least every two years, the benefits advisory 
10 committee shall review the benefits and services provided to 
11 members under this chapter, and the voting members of the 
12 committee shall make recommendations to the division and the 
13 general assembly concerning the benefits, benefits policy, and 
14 benefit goals, provided under this chapter. 
15 b. The benefits advisory committee shall be involved in 
16 the performance evaluation of the chief benefits officer. 
17 5. TERMS OF VOTING MEMBERS. Except for the director of 
18 the department of personnel and as otherwise provided in the 
19 rules for the initial selection of voting members of the 
20 committee, each member selected to be a voting member shall 
21 serve as a voting member for three years. Terms for voting 
22 members begin on May 1 in the year of selection and expire on 
23 April 30 in the year of expiration. Vacancies shall be filled 

24 in the same manner as the original selections. A vacancy 
25 shall be filled for the unexpired term. 
26 6. EXPENSES. The members who are not active members of 
27 the system shall be paid their actual expenses incurred in the 
28 performance of their duties and shall receive a per diem as 
29 specified in section 7E.6 for each day of service not 
30 exceeding forty days per year. The members who are active 

31 members of the system and the director of the department of 
32 personnel shall be paid their actual expenses incurred in the 
33 performance of their duties as members of the committee and 
34 the performance of their duties as members of the committee 
35 shall not affect their salaries, vacations, or leaves of 
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1 absence for sickness or injury. 
2 Sec. 14. Section 97B.20A, Code 2001, is amended to read as 

3 follows: 
4 97B.20A APPEAL PROCEDURE. 
5 Members and third-party payees may appeal any decision made 
6 by the depa~tment division that affects their rights under 
7 this chapter. The appeal shall be filed with the department 

8 division within thirty days after the notification of the 
9 decision was mailed to the party's last known mailing address, 

10 or the decision of the depa~tment division is final. If the 
11 party appeals the decision of the department division, the 
12 depa~tment division shall conduct an internal review of the 
13 decision and the chief bener~ts executive officer shall notify 
14 the individual who has filed the appeal in writing of the 
15 depa~tment~s division's decision. The individual who has 
16 filed the appeal may file an appeal of the depa~tment~s 

7 division's final decision with the department division under 
chapter 17A by notifying the department division of the appeal 

19 in writing within thirty days after the notification of its 
20 final decision was mailed to the party's last known mailing 
21 address. Once notified, the 
22 the appeal to the department 
23 Sec. 15. Section 978.25, 
24 follows: 

depa~tment division shall forward 
of inspections and appeals. 
Code 2001, is amended to read as 

25 978.25 APPLICATIONS FOR BENEFITS. 
26 A representative designated by the chief bener~ts executive 
27 officer and referred to in this chapter as a retirement 
28 benefits officer shall promptly examine applications for 

29 retirement benefits and on the basis of facts found shall 
30 determine whether or not the claim is valid. If the claim is 
31 valid, the retirement benefits officer shall send a 
32 notification to the member stating the option the member has 
33 selected pursuant to section 978.51, the month with respect to 
34 which benefits shall commence, and the monthly benefit amount 
35 payable. If the claim is invalid, the retirement benefits 
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1 officer shall promptly notify the applicant and any other 

2 interested party of the decision and the reasons. A 

3 retirement application shall not be amended or revoked by the 

4 member once the first retirement allowance is paid. A 

5 member's death during the first month of entitlement shall not 

6 invalidate an approved application. 
7 Sec. 16. Section 2578.20, subsection 4, Code 2001, is 

8 amended to read as follows: 
9 4. In any investments authorized for the Iowa public 

10 employees' retirement system in section 9TBTi7-s~bseet~eft-z7 
11 paragraph-uba 97B.7A, except that investment in common stocks 

12 shall not be permitted. 

13 Sec. 17. Section 411.7, subsection 2, Code 2001, is 
14 amended to read as follows: 
15 2. The secretary of the board of trustees shall invest, in 

16 accordance with the investment policy established by the board 
17 of trustees, the portion of the fund established in section 
18 411.8 which in the judgment of the board is not needed for 

19 current payment of benefits under this chapter in investments 

20 authorized in section 9TBTT7-s~bseet~en-i7-paragraph-»b» 
21 97B.7A, for moneys in the Iowa public employees' retirement 

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

25 1. So much of the judicial retirement fund as may not be 

26 necessary to be kept on hand for the making of disbursements 

27 under this article shall be invested by the treasurer of state 

28 in any investments authorized for the Iowa public employees' 

29 retirement system in section 9TBTT7-s~bseet~en-i7-paragraph 

30 ubu 97B.7A, and the earnings therefrom shall be credited to 

31 the fund. The treasurer of state may execute contracts and 

32 agreements with investment advisors, consultants, and 

33 investment management and benefit consultant firms in the 

34 administration of the judicial retirement fund. 

35 Sec. 19. INVESTMENT BOARD TRANSITION. 
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1 1. Notwithstanding provisions of section 978.8A, as 

2 enacted in this Act, to the contrary, the new investment board 

3 of the Iowa public employees' retirement system shall, on July 
4 1, 2002, consist of the following members, who shall serve the 

5 following terms: 

6 a. The members of the investment board established under 

7 section 978.8, Code 2001, who are an active member who is an 

8 employee of a school district, area education agency, or 

9 merged area; an active member who is not an employee of a 
10 school district, area education agency, or merged area; and a 

11 retired member, shall cease membership on the investment board 
12 and commence membership on the new investment board 
13 established under section 978.8A on July 1, 2002. The terms 

14 of these members on the investment board established under 

15 section 978.8A shall expire on the same date as their terms 

16 would have expired on the investment board in accordance with 
17 section 978.8, Code 2001. 

18 b. The members of the investment board established under 
19 section 978.8, Code 2001, who are an executive of a domestic 
20 life insurance company, an executive of a state or national 
21 bank, and an executive of an industrial corporation located 

22 within the state of Iowa, shall cease membership on the 

23 investment board and commence membership on the new investment 

24 board established under section 97B.8A on July 1, 2002. The 

25 terms of these members on the new investment boar~established 

26 under section 978.8A shall expire on the same date as their 
27 terms would have expired on the investment board in accordance 
28 with section 978.8, Code 2001. Upon expiration of each of 

29 these member's term of office, the governor shall appoint a 

30 member to the board consistent with the requirements of 

31 section 97B.8A, subsection 4, paragraph "a", subparagraph (1). 

32 c. The members of the investment board established under 

33 section 978.8, Code 2001, who are legislative members shall 

34 cease membership on the investment board and commence 
35 membership on the new investment board established under 
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1 section 97B.8A on July 1, 2002. The terms of these members 
2 shall expire at the pleasure of the appointing authorities as 
3 provided in section 97B.8A, as enacted in this Act. 
4 d. The director of the department of personnel shall cease 
5 membership on the investment board established under section 
6 978.8, Code 2001, on July 1, 2002. The treasurer of state 
7 shall commence membership on the new investment board 

8 established under section 97B.BA, and shall serve on the board 
9 as provided in 

10 2. Initial 
section 97B.8A, as enacted in this 
appointments by the governor under 

Act. 
this section 

11 are subject to confirmation by the senate. If a vacancy 
12 occurs as to a member of the investment board established 
13 under section 97B.8A who is appointed by the governor prior to 
14 the expiration of a term as provided in this section, the 

15 governor shall appoint a member to serve the remainder of the 
16 term so that the membership requirements of section 97B.8A, as 
17 enacted in this Act, are fulfilled, and the appointment shall 
18 be subject to confirmation by the senate. Upon the expiration 
19 of a term established in this section, a member shall be 
20 appointed in the manner and for a term of service as specified 
21 in section 97B.8A, as enacted in this Act. Except as 
22 otherwise provided in this section, the investment board 
23 established under this section shall be subject to the 
24 requirements of section 97B.8A, as enacted in this Act. 
25 Sec. 20. BENiFITS ADVISORY COMMITTEE TRANSITION. 
26 1. Effective July 1, 2001, and notwithstanding provisions 
27 of section 97B.8B, as enacted in this Act, to the contrary, a 
28 transition benefits advisory committee shall be created and 
29 shall consist of the following voting members: 
30 a. A member representing the Iowa state education 

31 association. 
32 b. A member representing the Iowa association of community 
33 college trustees. 
34 c. A member representing the school administrators of 
35 Iowa. 
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1 d. A member representing the Iowa association of school 

2 boards. 

3 e. A member representing the retired school personnel 

4 association. 

5 f. A member representing the state police officers 

6 council. 
7 g. The director of the department of personnel. 

8 h. A member representing the IPERS' improvement 

9 association. 
10 i. A member representing the American federation of state, 

11 county, and municipal employees. 
12 j. A member representing the Iowa state sheriffs' and 

13 deputies' association. 

14 
15 

16 

17 
18 

k. A member representing 

counties. 

1. A member representing 

m. A member representing 

police and peace officers. 

the Iowa state association of 

the Iowa league of cities. 

the Iowa association of chiefs of 

19 n. A member of the public with substantial pension 

20 benefits experience as selected by the chief benefits officer 
21 of the Iowa public employees' retirement system. 
22 o. A member representing the department of management. 
23 2. By July 1, 2002, the transition benefits advisory 

24 committee shall issue a report to the Iowa public employees' 

25 retirement system division concerning the rules to be adopted 

26 by the division governing the benefits advisory committee as 

27 provided in section 97B.8B, as enacted in this Act. The rules 

28 should include provisions governing the selection of members 
29 of the committee, the selection of voting members of the 

30 committee, and any other provisions deemed necessary for 
31 establishing the benefits advisory committee consistent with 

32 the requirements of section 97B.8B. 

33 3. The transition benefits advisory committee shall be 

34 dissolved by July 31, 2002. 

35 Sec. 21. AMENDMENTS CHANGING TERMINOLOGY -- DIRECTIVES TO 
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1 CODE EDITOR. Except as otherwise provided in this Act, the 

2 Iowa Code editor is directed to strike the words "department", 
3 "department of personnel", and "department's" and insert the 
4 words "division" and "division's" wherever the word 
5 "department", "department of personnel", or "department's" 
6 appears in chapter 978 of the Iowa Code and the reference to 
7 "department", "department of personnel", or "department's" 
8 means the department of personnel unless a contrary intent is 
9 clearly evident. 

10 Sec. 22. ADMINISTRATIVE RULES. To the extent not 

11 inconsistent with this Act, the administrative rules 
12 promulgated and adopted by the department of personnel 
13 concerning the Iowa public employees' retirement system prior 
14 to July 1, 2002, shall be the rules of the Iowa public 
15 employees' retirement system division and shall remain in 

16 effect on and after July 1, 2002, subject to the authority of 
17 the division to modify or change the rules pursuant to Iowa 

18 Code chapter 17A. 
19 Sec. 23. Sections 978.5, 978.6, 978.8, 978.57, 978.59, 
20 978.60, 978.61, Code 2001, are repealed. 
21 Sec. 24. EFFECTIVE DATE. This Act takes effect July 1, 
22 2002. However, section 21 of this Act, establishing a 
23 benefits advisory committee transition, takes effect July 1, 
24 2001. 

25 EXPLANATION 

26 This bill modifies the governance and structure of the Iowa 
27 public employees' retirement system (IPERS). Under current 
28 law, IPERS is administered by the department of personnel 
29 through the chief benefits officer and the chief investment 
30 officer, both of whom are selected by the department. The 

31 treasurer of state is the trustee of the IPERS retirement 
32 fund, and the IPERS investment board is statutorily required 
33 to advise the department in the formulation of the investment 

34 policy for the fund. 

35 Under the bill, IPERS remains within the department of 
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1 personnel. However, the management of IPERS is made the 
2 direct responsibility of the newly created IPERS division 

3 within the department, and all powers and duties currently 

4 given to the department of personnel to manage and operate 

5 IPERS are given to the division. A chief executive officer, 

6 who shall manage the division, shall be appointed by the 

7 governor and be subject to confirmation by the senate. The 

8 bill requires that the chief executive officer have 
9 demonstrated knowledge of and executive-level experience in 

10 all aspects of pension fund administration. The bill also 
11 requires the chief executive officer to employ a chief 
12 investment officer who shall be selected following 

13 consultation with the investment board and a chief benefits 

14 officer who shall be selected following consultation with the 

15 benefits advisory committee. 
16 The current IPERS investment board is modified under the 
17 bill in both structure and duties. 
18 Under the bill, the investment board is made the trustee of 

19 the IPERS retirement fund. The board is given the explicit 
20 authority, in consultation with the chief investment officer 

21 and other personnel of the division, to develop the investment 

22 policy and goal statement that will direct the investment 

23 activities concerning the fund. The actual investment of the 
24 fund remains the responsibility of the division subject to the 

25 investment policy established by the board. In addition, the 
26 investment board is given the authority to hire and fire the 

27 actuary to be used as the technical advisor of the system. 
28 The board is also given the responsibility of adopting the 

29 actuarial assumptions to be used by the actuary in determining 

30 the condition of the retirement fund. The board is required 

31 to consult with the chief executive officer, the actuary, and 

32 other relevant division personnel in the development of the 
33 actuarial assumptions. 

34 The membership of the board is also modified under the 

35 bill. Under the bill, the director of the department of 
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1 personnel is replaced with the treasurer of state, and the 
2 treasurer is made a voting member of the board. In addition, 
3 the three current members who must be an executive of a 

4 domestic life insurance company, an executive of a state or 
5 national bank operating within the state of Iowa, and an 
6 executive of an industrial corporation located within the 
7 state of Iowa, are replaced with three members who must have 
8 substantial institutional investment experience or financial 
9 experience. In addition, the three current members of the 

10 board who are members of the system remain. The two 
11 legislative members of the board also remain but are made 
12 nonvoting members of the new board. The bill also establishes 

13 a mechanism for transitioning from the current board 
14 membership to the new board membership. 
15 The bill also establishes a new benefits advisory 
16 committee. The duties of the committee are to review and make 
17 recommendations to the division and the general assembly 
18 concerning the provision of benefits to members of the system. 
19 The bill provides that the members of this board shall be 
20 comprised of representatives of constituent groups concerned 
21 with the system, including representatives of employers, 
22 active members, and retired members. The election of these 
23 members shall be done pursuant to rules adopted by the 
24 division. The director of the department of personnel and a 
25 person to be selected by the voting members of the committee 
26 are also specifically included as voting members of the 
27 committee. The bill provides that of the members of the 
28 committee, nine shall be voting members who shall serve as 

29 voting members for three-year terms. Of the nine voting 
30 members, four shall represent employers, and four shall 
31 represent employees. The ninth member shall be a member of 
32 the public and shall be chosen by the other eight voting 
33 members of the committee. Of the employer representatives, 
34 one shall be the director of the department of personnel, one 

35 shall represent a constituent group that represents the 
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1 cities, one shall represent a constituent group that 

2 represents the counties, and one shall represent local school 

3 districts. Of the employee representatives, one shall be from 

4 a group that represents teachers. Expenses for members of the 

S committee shall be paid in the same manner and amount as they 

6 are paid for the current members of the investment board. The 

7 bill also provides for the establishment of a transition 

8 benefits advisory committee on July 1, 2001. The bill 

9 establishes the exact membership of this transition committee 

10 and provides that it shall be dissolved by July 31, 2002. The 

11 transition committee is given the task of making 

12 recommendations in a report to the IPERS division no later 

13 than July 1, 2002, concerning the rules to adopt in governing 

14 the new benefits advisory committee. The proposed rules in 

lS the report shall include, at a minimum, provisions governing 

16 the selection of members to the committee and the selection of 

17 voting members of the committee. 

18 The bill provides that the administrative rules adopted by 

19 the department of personnel concerning IPERS shall, consistent 

20 with this bill, remain in effect after the effective date of 

21 this bill. 

22 Except for the section of the bill concerning the benefits 

23 advisory committee transition which takes effect July 1, 2001, 

24 the bill takes effect July 1, 2002. 

25 

26 

27 

28 

29 

30 

31 

32 

33 
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1 Section 1. Section 12.8, unnumbered paragraph 3, Code 

2 2001, is amended to read as follows: 

3 The treasurer of state, with the approval of the investment 

4 board of the Iowa public employees' retirement system, may 

5 conduct a program of lending securities in the Iowa public 

6 employees' retirement system portfolio. When securities are 

7 loaned as provided by this paragraph, the treasurer shall act 

8 in the manner provided for investment of moneys in the Iowa 

9 public employees' retirement fund under section 9~87~ 97B.7A. 

10 The treasurer of state shall report at least annually to the 

11 investment board of the Iowa public employees' retirement 

12 system on the program and shall provide additional information 

13 on the program upon the request of the investment board or the 

14 employees of the Iowa public employees' retirement system 

15 division of the department of personnel. 

16 Sec. 2. Section 12B.l0, subsection 4, paragraph f, Code 

17 2001, is amended to read as follows: 

18 f. Investments authorized for the Iowa public employees' 

19 retirement system in section 9~B~~;-s~bseetion-i,-p8r89r8ph 

20 ubu 97B.7A, except that investment in common stocks is not 

21 permitted. 

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

23 follows: 

24 12C.5 REFUSAL OF DEPOSITS -- PROCEDURE. 

25 If the approved depositories will not accept the deposits 

26 under the conditions prescribed or authorized in this chapter, 

27 the funds may be deposited, on the same or better terms as 

28 were offered to the depositories, in one or more approved 

29 depositories conveniently located within the state. 

30 The treasurer of state may invest in any of the investments 

31 authorized for the Iowa public employees' retirement system in 

32 section 9~B·~~-s~bseetion-i;-p8r89r8ph-llbll 97B.7A except that 

33 investment in common stocks shall not be permitted. 

34 Sec. 4. Section l2C.l0, Code 2001, is amended to read as 

35 follows: 
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1 12C.l0 INVESTMENT OF FUNDS CREATED BY ELECTION. 

2 The governing council or board, who by law have control of 

3 any fund created by direct vote of the people, may invest any 

4 portion of the fund not currently needed, in investments 

5 authorized in section 12B.l0. The treasurer of state may 

6 invest in any of the investments authorized for the Iowa 

7 public employees' retirement system in section 91B~1; 

8 sttbseet±e"-iT-pa~a~~apn-ueu 97B.7A except that investment in 

9 common stocks shall not be permitted. Interest or earnings on 

10 such funds shall be credited as provided in section 12C.7, 

11 subsection 2. 

12 Sec. 5. Section 19A.l, subsection 3, paragraph b, Code 

13 2001, is amended to read as follows: 

14 b. The investment board of the Iowa public employees' 

15 retirement system created by section 91B~e 97B.8A. 

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

17 to read as follows: 

18 2. The several funds created by this chapter may be 

19 invested in any investments authorized for the Iowa public 

20 employees' retirement system in section 91B~1 7-sttbseet±e"-i7 
21 pa~a~~apn-ueu 97B.7A. 

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

23 follows: 

24 978.1 SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS. 

25 1. The "Iowa Public Employees' Retirement System" is 

26 created. The Iowa public employees' retirement system is 

27 division, a separate and distinct division within the 

28 department of personnel, shall administer the system. 

29 2. As used in this chapter unless the context requires 

30 otherwise: 

31 a. "Board" means the investment board created by section 

32 918~e 97B.BA. 

33 b. "Chief executive officer" means the chief executive 

34 officer of the Iowa public employees' retirement system 

35 division 1 notwithstanding section 7E. 2 1 subsection 3! 

-2-



S.F. H.F. 

1 paragraph "c'', subparagraph (1). 

2 c. "Committee" means the benefits advisory committee 

3 created by section 978.88. 

4 b~ d. "Bepsrtme~t Division'' means the depsrtme~t-of 

5 perso~~e% Iowa public employees' retirement system division. 

6 e.--nBireetorn-mes~s-the-direetor-of-the-depsrtme~t-of 

7 perso~~e%. 

8 d. e. ''System'' means the Iowa public employees' retirement 

9 system. 

10 Sec. 8. NEW SECTION. 978.3A CHIEF EXECUTIVE OFFICER --

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 and shall serve at the pleasure of the governor. 

16 2. The qualifications for appointment as the chief 

17 executive officer shall include a demonstrated knowledge of 

18 and executive-level experience in all aspects of pension fund 

19 administration, including financial management, investment 

20 asset management, benefit design and delivery, legal 

21 administration, and operations administration. The chief 

22 executive officer shall not be selected on the basis of 

23 political affiliation, and while employed as the chief 

24 executive officer, shall not be a member of a political 

25 committee, participate in a political campaign, or be a 

26 candidate for a partisan elective office, and shall not 

27 contribute to a political campaign fund, except that the chief 

28 executive officer may designate on the checkoff portion of the 

29 state or federal income tax return, or both, a party or 

30 parties to which a contribution is made pursuant to the 

31 checkoff. The chief executive officer shall not hold any 

32 other office under the laws of the United States or of this or 

33 any state and shall devote full time to the duties of office. 

34 Sec. 9. Section 978.4, Code 2001, is amended by striking 

35 the section and inserting in lieu thereof the following: 
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1 978.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF 

2 DIVISION-- IMMUNITY. 

3 1. CHIEF EXECUTIVE OFFICER. The division, through the 

4 chief executive officer, shall administer this chapter. The 

5 chief executive officer shall also be the division's statutory 

6 designee with respect to the rulemaking power. 

7 2. GENERAL AUTHORITY. 

8 a. The division may adopt, amend, waive, or rescind rules, 

9 employ persons, execute contracts with outside parties, make 

10 expenditures, require reports, make investigations, and take 

11 other action it deems necessary for the administration of the 

12 system in conformity with the requirements of this chapter, 

13 the applicable provisions of the Internal Revenue Code, and 

14 all other applicable federal and state laws. The rules shall 

15 be effective upon compliance with chapter 17A. 

16 b. The division may delegate to any person such authority 

17 as it deems reasonable and proper for the effective 

18 administration of this chapter, and may bond any person 

19 handling moneys or signing checks under this chapter. 

20 c. In administering this chapter, the division shall enter 

21 into a biennial agreement with the department of personnel 

22 concerning the sharing of resources between the division and 

23 department which are of benefit to each and which are 

24 consistent with the mission of the division and the 

25 department. The budget program for the division shall be 

26 compiled by the department of personnel in collaboration with 

27 the division and submitted by the department pursuant to 

28 section 8.23. 

29 3. PERSONNEL. 

30 a. CHIEF INVESTMENT OFFICER. The chief executive officer, 

31 following consultation with the board, shall employ a chief 

32 investment officer who shall be appointed pursuant to chapter 

33 19A and shall be responsible for administering the investment 

34 program for the retirement fund pursuant to the investment 

35 policies of the board. 
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l b. CHIEF BENEFITS OFFICER. The chief executive officer, 

2 following consultation with the benefits advisory committee, 

3 shall employ a chief benefits officer who shall be appointed 

4 pursuant to chapter 19A and shall be responsible for 

5 administering the benefits and other services provided under 

6 the system. 

7 c. ACTUARY. The division shall employ an actuary who 

8 shall be selected by the board and shall serve at the pleasure 

9 of the board. The actuary shall be the technical advisor for 

10 the system on matters regarding the operation of the 

11 retirement fund. 

12 d. DIVISION EMPLOYEES. Subject to other provisions of 

13 this chapter, the division may employ all other personnel as 

14 necessary for the administration of the system. The maximum 

15 number of full-time equivalent employees specified by the 

16 general assembly for the division for administration of the 

17 system for a fiscal year shall not be reduced by any authority 

18 other than the general assembly. The personnel of the 

19 division shall be appointed pursuant to chapter 19A. The 

20 division shall not appoint or employ a person who is an 

21 officer or committee member of a political party organization 

22 or who holds or is a candidate for a partisan elective public 

23 office. 

24 e. LEGAL ADVISORS. The division may employ attorneys and 

25 contract with attorneys and legal firms for the provision of 

26 legal counsel and advice in the administration of this chapter 

27 and chapter 97C. 

28 f. OUTSIDE ADVISORS. The division may execute contracts 

29 with persons outside state government, including investment 

30 advisors, consultants, and managers, in the administration of 

31 this chapter. However, a contract with an investment manager 

32 or investment consultant shall not be executed by the division 

33 pursuant to this paragraph without the prior approval by the 

34 board of the hiring of the investment manager or investment 

35 consultant. 
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1 4. REPORTS. 

2 a. ANNUAL REPORT TO GOVERNOR. Not later than the 

3 fifteenth day of December of each year, the division shall 

4 submit to the governor a report covering the administration 

5 and operation of this chapter during the preceding fiscal year 

6 and shall make recommendations for amendments to this chapter. 

7 The report shall include a balance sheet of the moneys in the 

8 retirement fund. The report shall also include information 

9 concerning the investment management expenses for the 

10 retirement fund for each fiscal year expressed as a percent of 

11 the market value of the retirement fund investment assets, 

12 including the information described in section 978.7, 

13 subsection 3, paragraph "d". The information provided under 

14 this paragraph shall also include information on the 

15 investment policies and investment performance of the 

16 retirement fund. In providing this information, to the extent 

17 possible, the division shall include the total investment 

18 return for the entire fund, for portions of the fund managed 

19 by investment managers, and for internally managed portions of 

20 the fund, and the cost of managing the fund per thousand 

21 dollars of assets. The performance shall be based upon market 

22 value, and shall be contrasted with relevant market indices 

23 and with performances of pension funds of similar asset size. 

24 b. ANNUAL STATEMENT TO MEMBERS. The division shall 

25 prepare and distribute to the members, at the expense of the 

26 retirement fund, an annual statement of the member's account 

27 and, in such a manner as the division deems appropriate, other 

28 information concerning the system. 

29 c. ACTUARIAL INVESTIGATION. During calendar year 2002, 

30 and every four years thereafter, the division shall cause an 

31 actuarial investigation to be made of all experience under the 

32 retirement system. Pursuant to such an investigation, the 

33 division shall, from time to time, determine upon an actuarial 

34 basis the condition of the system and shall report to the 

35 general assembly its findings and recommendations. 
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1 d. ANNUAL VALUATION OF ASSETS. The division shall cause 

2 an annual actuarial valuation to be made of the assets and 

3 liabilities of the system and shall prepare an annual 

4 statement of the amounts to be contributed under this chapter, 

5 and shall publish annually such valuation of the assets and 

6 liabilities and the statement of receipts and disbursements of 

7 the system. Based upon the actuarial methods and assumptions 

8 adopted by the board for the annual valuation, the division 

9 shall certify to the governor the contribution rates 

10 determined thereby as the rates necessary and sufficient for 

11 members and employers to fully fund the benefits and 

12 retirement allowances being credited. 

13 5. INVESTMENTS. The division, through the chief 

14 investment officer, shall invest, in accordance with the 

15 investment policy and goal statement established by the board, 

16 the portion of the retirement fund which, in the judgment of 

17 the division, is not needed for current payment of benefits 

18 under this chapter subject to the requirements of section 

19 978.7A. 

20 6. OLD RECORDS. The division may destroy or dispose of 

21 such original reports or records as have been properly 

22 recorded or summarized in the permanent records of the 

23 division and are deemed by the chief executive officer to be 

24 no longer necessary to the proper administration of this 

25 chapter. The destruction or disposition shall be made only by 

26 order of the chief executive officer. Records of deceased 

27 members of the system may be destroyed ten years after the 

28 later of the final payment made to a third party on behalf of 

29 the member or the death of the member. Any moneys received 

30 from the disposition of these records shall be deposited to 

31 the credit of the retirement fund subject to rules adopted by 

32 the division. 

33 7. IMMUNITY. The division, employees of the division, the 

34 board, the members of the board, and the treasurer of state 

35 are not personally liable for actions or omissions under this 
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1 chapter that do not involve malicious or wanton misconduct 

2 even if those actions or omissions violate the standards 

3 established in section 97B.7A. 

4 Sec. 10. Section 978.7, Code 2001, is amended by striking 

5 the section and inserting in lieu thereof the following: 

6 978.7 FUND CREATED EXCLUSIVE BENEFIT-- STANDING 

7 APPROPRIATIONS. 

8 1. There is hereby created as a special fund, separate and 

9 apart from all other public moneys or funds of this state, the 

10 "Iowa Public Employees' Retirement Fund", hereafter called the 

11 "retirement fund''. The retirement fund shall consist of all 

12 moneys collected under this chapter, together with all 

13 interest, dividends, and rents thereon, and shall also include 

14 all securities or investment income and other assets acquired 

15 by and through the use of the moneys belonging to the 

16 retirement fund and any other moneys that have been paid into 

17 the retirement fund. 

18 2. The treasurer of the state of 

19 custodian of the retirement fund and 

Iowa is hereby made the 

shall hold and disburse 

20 the retirement fund in accordance with the requirements of 

21 this chapter. As custodian, the treasurer shall be authorized 

22 to disburse moneys in the retirement fund upon warrants drawn 

23 by the director of revenue and finance pursuant to the order 

24 of the division. 

25 3. All moneys which are paid or deposited into the fund 

26 are appropriated and made available to the division to be used 

27 for the exclusive benefit of the members and their 

28 beneficiaries or contingent annuitants as provided in this 

29 chapter: 

30 a. To be used by the division for the payment of claims 

31 for benefits under this chapter. 

32 b. To be used by the division to pay refunds provided for 

33 in this chapter. 

34 c. To be used for the costs of administering the system, 

35 including up to $50,000 per fiscal year for actual and 
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l necessary expenses of the benefits advisory committee. If as 

2 a result of action under section 8.31, the governor has 

3 reduced the moneys appropriated from the retirement fund to 

4 the division for salaries, support, maintenance, and other 

5 operational purposes to pay the costs of the system for a 

6 fiscal year, it is the intent of the general assembly that the 

7 amount by which the appropriation has been reduced should be 

8 transferred from the retirement fund to the division for 

9 salaries, support, maintenance, and other operational purposes 

10 to pay the costs of the system for that fiscal year. 

11 d. To be used to pay for investment management expenses 

12 incurred in the management of the retirement fund. Expenses 

13 incurred pursuant to this paragraph shall be charged to the 

14 investment income of the retirement fund. However, the amount 

15 appropriated for a fiscal year under this paragraph shall not 

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

17 retirement fund. 

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

19 OF RETIREMENT FUND-- STANDARDS -- IMMUNITY. 

20 1. INVESTMENT AND INVESTMENT POLICY STANDARDS. In 

21 establishing the investment policy of the retirement fund and 

22 providing for the investment of the retirement fund, the 

23 division and board shall do the following: 

24 a. Exercise the judgment and care, under the circumstances 

25 then prevailing, which persons of prudence, discretion, and 

26 intelligence exercise in the management of their own affairs, 

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

28 permanent disposition of the funds, considering the probable 

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

30 b. Give appropriate consideration to those facts and 

31 circumstances that the division and board know or should know 

32 are relevant to the particular investment or investment policy 

33 involved, including the role the investment plays in the total 

34 value of the retirement fund. 

35 c. For the purposes of this subsection, appropriate 
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1 consideration includes, but is not limited to, a determination 

2 that the particular investment or investment policy is 

3 reasonably designed to further the purposes of the system, 

4 taking into consideration the risk of loss and the opportunity 

5 for gain or income associated with the investment or 

6 investment policy and consideration of the following factors 

7 as they relate to the retirement fund: 

8 (l) The composition of the retirement fund with regard to 

9 diversification. 

10 (2) The liquidity and current return of the investments in 

11 the retirement fund relative to the anticipated cash flow 

12 requirements of the system. 

13 (3) The projected return of the investments relative to 

14 the funding objectives of the retirement system. 

15 2. INVESTMENT ACQUISITIONS. Within the limitations of the 

16 investment standards prescribed in this section, the system 

17 may acquire and retain every kind of property and every kind 

18 of investment which persons of prudence, discretion, and 

19 intelligence acquire or retain for their own account. 

20 Consistent with this section, investments shall be made in a 

21 manner that will enhance the economy of this state, and in 

22 particular, will result in increased employment of the 

23 residents of this state. Investments of moneys in the 

24 retirement fund are not subject to sections 73.15 through 

25 73.21. 

26 3. LIABILITY -- REIMBURSEMENT. Except as provided in 

27 section 97B.4, subsection 7, if there is loss to the 

28 retirement fund, the treasurer of state, the division, the 

29 employees of the division, the members of the board severally, 

30 and the board are not personally liable, and the loss shall be 

31 charged against the retirement fund. There is appropriated 

32 from the retirement fund, the amount required to cover a loss. 

33 4. INVESTMENT PROCEDURES. In managing the investment of 

34 the retirement fund, the division, in accordance with the 

35 investment policy established by the board, is authorized to 
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1 do the following: 

2 a. To sell any securities or other property in the 

3 retirement fund and reinvest the proceeds when such action may 

4 be deemed advisable by the division for the protection of the 

5 retirement fund or the preservation of the value of the 

6 investment. Such sale of securities or other property of the 

7 retirement fund and reinvestment shall only be made in 

8 accordance with policies of the board in the manner and to the 

9 extent provided in this chapter. 

10 b. To subscribe for the purchase of securities for future 

11 delivery in anticipation of future income. The securities 

12 shall be paid for by anticipated income or from funds from the 

13 sale of securities or other property held by the retirement 

14 fund. 

15 c. To pay for securities directed to be purchased upon the 

16 receipt of the purchasing bank's paid statement or paid 

17 confirmation of purchase. 

18 5. TRAVEL. In the administration of the investment of 

19 moneys in the retirement fund, employees of the division and 

20 members of the board may travel outside the state for the 

21 purpose of meeting with investment firms and consultants and 

22 attending conferences and meetings to fulfill their fiduciary 

23 responsibilities. This travel is not subject to section 

24 421.38, subsection 2. 

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

26 l. BOARD ESTABLISHED. A board is established to be known 

27 as the "Investment Board of the Iowa Public Employees' 

28 Retirement System", referred to in this chapter as the 

29 "board". The duties of the board are to establish policy, and 

30 review its implementation, in matters relating to the 

31 investment of the retirement fund. The board shall be the 

32 trustee of the retirement fund. 

33 2. INVESTMENT REVIEW. a. At least annually the board 

34 shall review the investment policies and procedures used by 

35 the board and division, and shall hold a public meeting on the 
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1 investment policies and investment performance of the 

2 retirement fund. Following its review and the public meeting, 

3 the board shall, pursuant to the requirements of section 

4 97B.7A, and in consultation with the chief investment officer 

5 and other relevant personnel of the division, establish an 

6 investment policy and goal statement that shall direct the 

7 investment activities concerning the retirement fund. 

8 b. The board shall review and approve, prior to the 

9 execution of a contract with the division, the hiring of each 

10 investment manager and investment consultant outside of state 

11 government. 

12 c. The board shall be involved in the performance 

13 evaluation of the chief investment officer. 

14 3. ACTUARIAL RESPONSIBILITIES. 

15 a. The board shall select the actuary to be employed by 

16 the system as provided in section 978.4. 

17 b. The board shall, in consultation with the chief 

18 executive officer, the actuary, and other relevant personnel 

19 of the division, adopt from time to time mortality tables and 

20 all other necessary factors for use in actuarial calculations 

21 required in connection with the system. The board shall also 

22 adopt the actuarial methods and assumptions to be used by the 

23 actuary for the annual valuation of assets as required by 
24 section 97B.4. 

25 4. MEMBERSHIP. 

26 a. The board shall consist of nine members, including 

27 seven voting members and two nonvoting members. The voting 

28 members shall be as follows: 

29 (1) Three public members, appointed by the governor, who 

30 are not members of the system and who each have substantial 

31 institutional investment experience or substantial 

32 institutional financial experience. 

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

34 members of the system. Of the three members appointed, one 

35 shall be an active member who is an employee of a school 
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1 district, area education agency, or merged area: one shall be 

2 an active member who is not an employee of a school district, 

3 area education agency, or merged area: and one shall be a 

4 retired member of the system. 

5 (3) The treasurer of state. 

6 The nonvoting members of the board shall be one state 

7 representative, appointed by the speaker of the house of 

8 representatives, and one state senator, appointed by the 

9 president of the senate, after consultation with the majority 

10 leader and the minority leader of the senate. 

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

12 quorum. 

13 c. The three members who have substantial institutional 

14 investment experience or substantial institutional financial 

15 experience, and the member who is a retired member of the 

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

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

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

19 exceeding forty days per year. Legislative members shall be 

20 paid the per diem and expenses specified in section 2.10, for 

21 each day of service. The per diem and expenses of the 

22 legislative members shall be paid from funds appropriated 

23 under section 2.12. The members who are active members of the 

24 system and the treasurer of state shall be paid their actual 

25 expenses incurred in the performance of their duties as 

26 members of the board and the performance of their duties as 

27 members of the board shall not affect their salaries, 

28 vacations, or leaves of absence for sickness or injury. 

29 d. The appointive terms of the members appointed by the 

30 governor are for a period of six years beginning and ending as 

31 provided in section 69.19. If there is a vacancy in the 

32 membership of the board for one of the members appointed by 

33 the governor, the governor has the power of appointment. 

34 Gubernatorial appointees to this board are subject to 

35 confirmation by the senate. 
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1 5. CLOSED SESSIONS. In addition to the reasons provided 

2 in section 21.5, subsection 1, the board may hold a closed 

3 session pursuant to the requirements of section 21.5 of that 

4 portion of a board meeting in which financial or commercial 

5 information is provided to or discussed by the board if the 

6 board determines that disclosure of such information could 

7 result in a loss to the system or to the provider of the 

8 information. 

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

10 COMMITTEE. 

11 1. 

12 shall 

COMMITTEE ESTABLISHED. A benefits advisory committee 

be established whose duty is to consider and make 

13 recommendations to the division and the general assembly 

14 concerning the provision of benefits to members of the system. 

15 2. MEMBERSHIP. The benefits advisory committee shall be 

16 comprised of representatives of constituent groups concerned 

17 with the system, and shall include representatives of 

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

19 the director of the department of personnel and a member of 

20 the public selected by the voting members of the committee 

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

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

23 members to the commit tee and the election of the voting 

24 members of the committee. 

25 3. VOTING MEMBERS. Of the members who comprise the 

26 committee, nine members shall be voting members. Except as 

27 otherwise provided by this subsection, the voting members 

28 shall be elected by the members of the committee from the 

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

30 the committee, four shall represent covered employers, and 

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

32 voting members representing employers, one shall be the 

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

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

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

2 local school districts. Of the four voting members who 

3 represent members of the system, one shall be a member of a 

4 constituent group that represents teachers. The ninth voting 

5 member of the committee shall be a citizen who is not a member 

6 of the system and who is elected by the other voting members 

7 of the committee. 

8 4. DUTIES. 

9 a. At least every two years, the benefits advisory 

10 committee shall review the benefits and services provided to 

ll members under this chapter, and the voting members of the 

12 committee shall make recommendations to the division and the 

13 general assembly concerning the benefits, benefits policy, and 

14 benefit goals, provided under this chapter. 

15 b. The benefits advisory committee shall be involved in 

16 the performance evaluation of the chief benefits officer. 

17 5. TERMS OF VOTING MEMBERS. Except for the director of 

18 the department of personnel and as otherwise provided in the 

19 rules for the initial selection of voting members of the 

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

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

22 members begin on May l in the year of selection and expire on 

23 April 30 in the year of expiration. Vacancies shall be filled 

24 in the same manner as the original selections. A vacancy 

25 shall be filled for the unexpired term. 

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

27 the system shall be paid their actual expenses incurred in the 

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

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

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

31 members of the system and the director of the department of 

32 personnel shall be paid their actual expenses incurred in the 

33 performance of their duties as members of the committee and 

34 the performance of their duties as members of the committee 

35 shall not affect their salaries, vacations, or leaves of 
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1 absence for sickness or injury. 

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

3 follows: 

4 97B.20A APPEAL PROCEDURE. 

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

6 by the department division that affects their rights under 

7 this chapter. The appeal shall be filed with the department 

8 division within thirty days after the notification of the 

9 decision was mailed to the party's last known mailing address, 

10 or the decision of the department division is final. If the 

11 party appeals the decision of the department division, the 

12 department division shall conduct an internal review of the 

13 decision and the chief bene£±t~ executive officer shall notify 

14 the individual who has filed the appeal in writing of the 

15 department~~ division's decision. The individual who has 

16 filed the appeal may file an appeal of the department~~ 

17 division's final decision with the department division under 

18 chapter 17A by notifying the department division of the appeal 

19 in writing within thirty days after the notification of its 

20 final decision was mailed to the party's last known mailing 

21 address. Once notified, the department division shall forward 

22 the appeal to the department of inspections and appeals. 

23 Sec. 15. Section 978.25, Code 2001, is amended to read as 

24 follows: 

25 978.25 APPLICATIONS FOR BENEFITS. 

26 A representative designated by the chief bene£±t~ executive 

27 officer and referred to in this chapter as a retirement 

28 benefits officer shall promptly examine applications for 

29 retirement benefits and on the basis of facts found shall 

30 determine whether or not the claim is valid. If the claim is 

31 valid, the retirement benefits officer shall send a 

32 notification to the member stating the option the member has 

33 selected pursuant to section 978.51, the month with respect to 

34 which benefits shall commence, and the monthly benefit amount 

35 payable. If the claim is invalid, the retirement benefits 
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1 officer shall promptly notify the applicant and any other 

2 interested party of the decision and the reasons. A 

3 retirement application shall not be amended or revoked by the 

4 member once the first retirement allowance is paid. A 

5 member"s death during the first month of entitlement shall not 

6 invalidate an approved application. 

7 Sec. 16. Section 2578.20, subsection 4, Code 2001, is 

8 amended to read as follows: 

9 4. In any investments authorized for the Iowa public 

10 employees' retirement system in section 9~8~~,-s~bseetion-~7 
11 pe~e~~eph-ubu 97B.7A, except that investment in common stocks 

12 shall not be permitted. 

13 Sec. 17. Section 411.7, subsection 2, Code 2001, is 

14 amended to read as follows: 

15 2. The secretary of the board of trustees shall invest, in 

16 accordance with the investment policy established by the board 

17 of trustees, the portion of the fund established in section 

18 411.8 which in the judgment of the board is not needed for 

19 current payment of benefits under this chapter in investments 

20 authorized in section 9~B~~.-s~bseetion-~7 -pe~e~~eph-ubu 

21 97B.7A, for moneys in the Iowa public employees' retirement 

22 fund. 

23 Sec. 18. Section 602.9111, subsection 1, Code 2001, is 

24 amended to read as follows: 

25 1. So much of the judicial retirement fund as may not be 

26 necessary to be kept on hand for the making of disbursements 

27 under this article shall be invested by the treasurer of state 

28 in any investments authorized for the Iowa public employees' 

29 retirement system in section 9~8~~.-s~bseetion-~,-pe~e~~eph 

30 ubu 97B.7A, and the earnings therefrom shall be credited to 

31 the fund. The treasurer of state may execute contracts and 

32 agreements with investment advisors, consultants, and 

33 investment management and benefit consultant firms in the 

34 administration of the judicial retirement fund. 

35 Sec. 19. INVESTMENT BOARD TRANSITION. 
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1 1. Notwithstanding provisions of section 978.8A, as 

2 enacted in this Act, to the contrary, the new investment board 

3 of the Iowa public employees' retirement system shall, on July 

4 1, 2002, consist of the following members, who shall serve the 

5 following terms: 
6 a. The members of the investment board established under 

7 section 978.8, Code 2001, who are an active member who is an 

8 employee of a school district, area education agency, or 

9 merged area; an active member who is not an employee of a 

10 school district, area education agency, or merged area; and a 

11 retired member, shall cease membership on the investment board 

12 and commence membership on the new investment board 

13 established under section 978.8A on July 1, 2002. The terms 

14 of these members on the investment board established under 

15 section 978.8A shall expire on the same date as their terms 

16 would have expired on the investment board in accordance with 

17 section 978.8, Code 2001. 

18 b. The members of the investment board established under 

19 section 978.8, Code 2001, who are an executive of a domestic 

20 life insurance company, an executive of a state or national 

21 bank, and an executive of an industrial corporation located 

22 within the state of Iowa, shall cease membership on the 

23 investment board and commence membership on the new investment 

24 board established under section 978.8A on July 1, 2002. The 

25 terms of these members on the new investment board established 

26 under section 978.8A shall expire on the same date as their 

27 terms would have expired on the investment board in accordance 

28 with section 978.8, Code 2001. Upon expiration of each of 

29 these member's term of office, the governor shall appoint a 

30 member to the board consistent with the requirements of 

31 section 978.8A, subsection 4, paragraph "a'', subparagraph (1). 

32 c. The members of the investment board established under 

33 section 978.8, Code 2001, who are legislative members shall 

34 cease membership on the investment board and commence 

35 membership on the new investment board established under 
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1 section 97B.8A on July 1, 2002. The terms of these members 

2 shall expire at the pleasure of the appointing authorities as 

3 provided in section 978.8A, as enacted in this Act. 

4 d. The director of the department of personnel shall cease 

5 membership on the investment board established under section 

6 978.8, Code 2001, on July l, 2002. The treasurer of state 

7 shall commence membership on the new investment board 

8 established under section 97B.8A, and shall serve on the board 

9 as provided in section 978.8A, as enacted in this Act. 

10 2. Initial appointments by the governor under this section 

ll are subject to confirmation by the senate. If a vacancy 

12 occurs as to a member of the investment board established 

13 under section 978.8A who is appointed by the governor prior to 

14 the expiration of a term as provided in this section, the 

15 governor shall appoint a member to serve the remainder of the 

16 term so that the membership requirements of section 97B.8A, as 

17 enacted in this Act, are fulfilled, and the appointment shall 

18 be subject to confirmation by the senate. Upon the expiration 

19 of a term established in this section, a member shall be 

20 appointed in the manner and for a term of service as specified 

21 in section 978.8A, as enacted in this Act. Except as 

22 otherwise provided in this section, the investment board 

23 established under this section shall be subject to the 

24 requirements of section 97B.8A, as enacted in this Act. 

25 Sec. 20. BENEFITS ADVISORY COMMITTEE TRANSITION. 

26 1. Effective July 1, 2001, and notwithstanding provisions 

27 of section 978.88, as enacted in this Act, to the contrary, a 

28 transition benefits advisory committee shall be created and 

29 shall 

30 a. 

consist of the following voting members: 

A member representing the Iowa state education 

31 association. 
32 b. A member representing the Iowa association of community 

33 college trustees. 
34 c. A member representing the school administrators of 

35 Iowa. 
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1 d. A member representing the Iowa association of school 

2 boards. 

3 e. A member representing the retired school personnel 

4 association. 
5 f. A member representing the state police officers 

6 council. 
7 g. The director of the department of personnel. 

8 h. A member representing the IPERS' improvement 

9 association. 
10 i. A member representing the American federation of state, 

11 county, and municipal employees. 

12 j. A member representing the Iowa state sheriffs' and 

13 deputies' association. 

14 k. A member representing the Iowa state association of 

15 counties. 

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

17 m. A member representing the Iowa association of chiefs of 

18 police and peace officers. 
19 n. A member of the public with substantial pension 

20 benefits experience as selected by the chief benefits officer 

21 of the Iowa public employees' retirement system. 

22 o. A member representing the department of management. 

23 2. By July 1, 2002, the transition benefits advisory 

24 committee shall issue a report to the Iowa public employees' 

25 retirement system division concerning the rules to be adopted 

26 by the division governing the benefits advisory committee as 

27 provided in section 978.88, as enacted in this Act. The rules 

28 should include provisions governing the selection of members 

29 of the committee, the selection of voting members of the 

30 committee, and any other provisions deemed necessary for 

31 establishing the benefits advisory committee consistent with 

32 the requirements of section 97B.8B. 

33 3. The transition benefits advisory committee shall be 

34 dissolved by July 31, 2002. 

35 Sec. 21. AMENDMENTS CHANGING TERMINOLOGY -- DIRECTIVES TO 
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1 CODE EDITOR. Except as otherwise provided in this Act, the 

2 Iowa Code editor is directed to strike the words "department", 

3 ''department of personnel", and ''department's" and insert the 

4 words ''division'' and "division's'' wherever the word 

5 "department", "department of personnel", or "department's" 

6 appears in chapter 978 of the Iowa Code and the reference to 

7 "department", "department of personnel", or "department's" 

8 means the department of personnel unless a contrary intent is 

9 clearly evident. 

10 Sec. 22. ADMINISTRATIVE RULES. To the extent not 

11 inconsistent with this Act, the administrative rules 

12 promulgated and adopted by the department of personnel 

13 concerning the Iowa public employees' retirement system prior 

14 to July 1, 2002, shall be the rules of the Iowa public 

15 employees' retirement system division and shall remain in 

16 effect on and after July 1, 2002, subject to the authority of 

17 the division to modify or change the rules pursuant to Iowa 

18 Code chapter 17A. 

19 Sec. 23. Sections 978.5, 978.6, 978.8, 978.57, 978.59, 

20 978.60, 978.61, Code 2001, are repealed. 

21 Sec. 24. EFFECTIVE DATE. This Act takes effect July 1, 

22 2002. However, section 21 of this Act, establishing a 

23 benefits advisory committee transition, takes effect July l, 

24 2001. 

25 EXPLANATION 

26 This bill modifies the governance and structure of the Iowa 

27 public employees' retirement system (IPERS). Under current 

28 law, IPERS is administered by the department of personnel 

29 through the chief benefits officer and the chief investment 

30 officer, both of whom are selected by the department. The 

31 treasurer of state is the trustee of the IPERS retirement 

32 fund, and the IPERS investment board is statutorily required 

33 to advise the department in the formulation of the investment 

34 policy for the fund. 

35 Under the bill, IPERS remains within the department of 
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1 personnel. However, the management of IPERS is made the 

2 direct responsibility of the newly created IPERS division 

3 within the department, and all powers and duties currently 

4 given to the department of personnel to manage and operate 

5 IPERS are given to the division. A chief executive officer, 

6 who shall manage the division, shall be appointed by the 

7 governor and be subject to confirmation by the senate. The 

8 bill requires that the chief executive officer have 

9 demonstrated knowledge of and executive-level experience in 

10 all aspects of pension fund administration. The bill also 

11 requires the chief executive officer to employ a chief 

12 investment officer who shall be selected following 

13 consultation with the investment board and a chief benefits 

14 officer who shall be selected following consultation with the 

15 benefits advisory committee. 

16 The current IPERS investment board is modified under the 

17 bill in both structure and duties. 

18 Under the bill, the investment board is made the trustee of 

19 the IPERS retirement fund. The board is given the explicit 

20 authority, in consultation with the chief investment officer 

21 and other personnel of the division, to develop the investment 

22 policy and goal statement that will direct the investment 

23 activities concerning the fund. The actual investment of the 

24 fund remains the responsibility of the division subject to the 

25 investment policy established by the board. In addition, the 

26 investment board is given the authority to hire and fire the 

27 actuary to be used as the technical advisor of the system. 

28 The board is also given the responsibility of adopting the 

29 actuarial assumptions to be used by the actuary in determining 

30 the condition of the retirement fund. The board is required 

31 to consult with the chief executive officer, the actuary, and 

32 other relevant division personnel in the development of the 

33 actuarial assumptions. 

34 The membership of the board is also modified under the 

35 bill. Under the bill, the director of the department of 
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1 personnel is replaced with the treasurer of state, and the 

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

3 the three current members who must be an executive of a 

4 domestic life insurance company, an executive of a state or 

5 national bank operating within the state of Iowa, and an 

6 executive of an industrial corporation located within the 

7 state of Iowa, are replaced with three members who must have 

8 substantial institutional investment experience or financial 

9 experience. In addition, the three current members of the 

10 board who are members of the system remain. The two 

11 legislative members of the board also remain but are made 

12 nonvoting members of the new board. The bill also establishes 

13 a mechanism for transitioning from the current board 

14 membership to the new board membership. 

15 The bili also establishes a new benefits advisory 

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

17 recommendations to the division and the general assembly 

18 concerning the provision of benefits to members of the system. 

19 The bill provides that the members of this board shall be 

20 comprised of representatives of constituent groups concerned 

21 with the system, including representatives of employers, 

22 active members, and retired members. The election of these 

23 members shall be done pursuant to rules adopted by the 

24 division. The director of the department of personnel and a 

25 person to be selected by the voting members of the committee 

26 are also specifically included as voting members of the 

27 committee. The bill provides that of the members of the 

28 committee, nine shall be voting members who shall serve as 

29 voting members for three-year terms. Of the nine voting 

30 members, four shall represent employers, and four shall 

31 represent employees. The ninth member shall be a member of 

32 the public and shall be chosen by the other eight voting 

33 members of the committee. Of the employer representatives, 

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

35 shall represent a constituent group that represents the 
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1 cities, one shall represent a constituent group that 

2 represents the counties, and one shall represent local school 

3 districts. Of the employee representatives, one shall be from 

4 a group that represents teachers. Expenses for members of the 

5 committee shall be paid in the same manner and amount as they 

6 are paid for the current members of the investment board. The 

7 bill also provides for the establishment of a transition 

8 benefits advisory committee on July 1, 2001. The bill 

9 establishes the exact membership of this transition committee 

10 and provides that it shall be dissolved by July 31, 2002. The 

11 transition committee is given the task of making 

12 recommendations in a report to the IPERS division no later 

13 than July 1, 2002, concerning the rules to adopt in governing 

14 the new benefits advisory committee. The proposed rules in 

15 the report shall include, at a minimum, provisions governing 

16 the selection of members to the committee and the selection of 

17 voting members of the committee. 

18 The bill provides that the administrative rules adopted by 

19 the department of personnel concerning IPERS shall, consistent 

20 with this bill, remain in effect after the effective date of 

21 this bill. 

22 Except for the section of the bill concerning the benefits 

23 advisory 

24 the bill 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

committee transition which takes effect July 1, 2001, 

takes effect July 1, 2002. 
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SENATE CLIP SHEET MARCH 28, 2001 

SENATE FILE 497 
S-3258 

1 Amend Senate File 497 as follows: 
2 
3 

1. Page 3, by striking line 15 and inserting the 
following: ''senate. A vacancy shall be filled for 

4 the unexpired portion of the term in the same manner 
5 as a full-term appointment is made. The governor may 
6 remove the chief executive officer for malfeasance in 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

5 
6 
7 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

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 pr~or consultation with 
the board." 

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 appoint 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 
appointed 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 one by the minority 
leader of the senate." 

-1-
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SENATE CLIP SHEET MARC If 28, 2001 

S-3258 
2 Page 

1 10. Page 14, line 14, by insertfhg after the word 
"benefits'' the following: "and ser~ices•. 2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
l3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
By 

ll. Page 15, line 13, by inserting after tbe word 
"concerning" the following: "the services pto~deci to 
members and". l 

12. Page 15, by inserting after line 1~ th* 
·!· following: 

"c. Upon the expiration of the ~l:lll of otf:l.~ o.f 
or a vacancy concerriir>9 one of the three ~~~elllbez!e of 
the investment board d<!!scribed in section ~78.811l, 
subsection 4, paragraph "a", subparagraph (2~, the 
voting members of the committee shall sublllit to· the 
governor the names of at least two nomi~e~s vho ~et 
the requirements specified in that $Ubpar&qrap~. The 
governor may appoint the member fro~tll'e list; 
su.bmitted by the cOIDittee." . 

13. Page 16, line 1, by insertiqg after ~&word 
"in jury. " the following: "However, the benefit6 
advisory committee shall not incur any additlo~l 
expenses in fulfilling its duties a~ provided bf this 
section without the express writt.en~utbo~ity o~ the 
chief executive officer." 

14. Page 19, line 1, by insertinq ~t&r theUrord 
and figures "July 1, 2002." the folliQwing: "T'Wb 
additional legislative members shall.~ cppointed'and 
commence membership on the new inveB'tment ·l:lo~Jrd!'-on 
July 1, 2002, as provided in section 97B.·8A as •nacted 
in this Act." 

15. By renumbering as 
JOHN P. KIBBlE 
RICHARD F. DRAKE 

necessary. . 
MARY LOU !':Jti.I!IMAN 
SHtl.ool'f Jtil'T!CR 

S-3258 FILED MARCH 27, 2001 
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SENATE FILE J./'/1 
BY COMMITTEE ON STATE GOVERNMENT 

(SUCCESSOR TO SSB 1247) 

(AS AMENDED AND PASSED BY THE SENATE APRIL 3, 2001) 

- New Language by the Senate 

Passed 

Vote: 

* - Language Stricken by the Senate 

(f 'fb_!) I I (f IIi'/} 
Senate, Date -f/..3(() I Passed House~' DaEe '/- J(._ 01 

Ayes J/'6 Nays 0 Vote: Ayes 97 Nays ___,/'----

Approved 1/ ('A.tl.2l/,.Gi?Ot:?/ 

A BIU FOR 

1 An Act relating to the governance of the Iowa public employees' 

2 retirement system and providing an effective date. 

3 

4 

s 
6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

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

SF 497 

ec/cc/26 
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1 Section 1. Section 12.8, unnumbered paragraph 3, Code 

2 2001, is amended to read as follows: 

3 The treasurer of state, with the approval of the investment 

4 board of the Iowa public employees' retirement system, may 

5 conduct a program of lending securities in the Iowa public 

6 employees' retirement system portfolio. When securities are 

7 loaned as provided by this paragraph, the treasurer shall act 

8 in the manner provided for investment of moneys in the Iowa 

9 public employees' retirement fund under section 978~7 978.7A. 

10 The treasurer of state shall report at least annually to the 

11 investment board of the Iowa public employees' retirement 

12 system on the program and shall provide additional information 

13 on the program upon the request of the investment board or the 

14 employees of the Iowa public employees' retirement system 

15 division of the department of personnel. 

16 Sec. 2. Section 128.10, subsection 4, paragraph f, Code 

17 2001, is amended to read as follows: 

18 f. Investments authorized for the Iowa public employees' 

19 retirement system in section 978~7,-s~bseetio"-~,-pa~ag~aph 

20 ~b~ 978.7A, except that investment in common stocks is not 

21 permit ted. 

22 Sec. 3. Section l2C.5, Code 2001, is amended to read as 

23 follows: 

24 12C.5 REFUSAL OF DEPOSITS -- PROCEDURE. 

25 If the approved depositories will not accept the deposits 

26 under the conditions prescribed or authorized in this chapter, 

27 the funds may be deposited, on the same or better terms as 

28 were offered to the depositories, in one or more approved 

29 depositories conveniently located within the state. 

30 The treasurer of state may invest in any of the investments 

31 authorized for the Iowa public employees' retirement system in 

32 section 978~7,-s~bseetio"-~7-pa~ag~aph-~b~ 97B.7A except that 

33 investment in common stocks shall not be permitted. 

34 Sec. 4. Section 12C.l0, Code 2001, is amended to read as 

35 follows: 
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1 12C.l0 INVESTMENT OF FUNDS CREATED BY ELECTION. 

2 The governing council or board, who by law have control 

3 any fund created by direct vote of the people, may invest 

4 portion of the fund not currently needed, in investments 

5 authorized in section 12B.l0. The treasurer of state may 

6 invest in any of the investments authorized for the Iowa 

7 public employees' retirement system in section 9~B~~~ 

of 

any 

8 s~bsee~ien-~y-para~raph-ubu 97B.7A except that investment in 

9 common stocks shall not be permitted. Interest or earnings on 

10 such funds shall be credited as provided in section 12C.7, 

11 subsection 2. 

12 Sec. 5. Section 19A.l, subsection 3, paragraph b, Code 

13 2001, is amended to read as follows: 

14 b. The investment board of the Iowa public employees' 

15 retirement system created by section 9~B~e 97B.8A. 

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

17 to read as follows: 

18 2. The several funds created by this chapter may be 

19 invested in any investments authorized for the Iowa public 

20 employees' retirement system in section 9~B~~y-s~bsee~ien-i, 

21 para~raph-nbu 97B.7A. 

22 Sec. 7. Section 97B.l, Code 2001, is amended to read as 

23 follows: 

24 97B.l SYSTEM CREATED -- ORGANIZATIONAL DEFINITIONS. 

25 1. The "Iowa Public Employees' Retirement System" is 

26 created. The Iowa public employees' retirement system is 

27 division, a separate and distinct division within the 

28 department of personnel, shall administer the system. 

29 2. As used in this chapter unless the context requires 

30 otherwise: 

31 a. "Board" means the investment board created by section 

32 9~B~e 97B.8A. 

33 b. "Chief executive officer" means the chief executive 

34 officer of the Iowa public employees' retirement system 

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

2 c. "Committee" means the benefits advisory committee 

3 created by section 97B.8B. 

4 r,.,. d. "Bepa!'t:lllent: Division" means the depa!'t:lllent:-of 

5 personne~ Iowa public employees' retirement system division. 

6 e.--ue±reet:o!'u-llleans-t:he-d±t'eet:or-oE-t:he-depart:lllent:-oE 

7 personne~. 

8 d. e. "System" means the Iowa public employees' retirement 

9 system. 

10 Sec. 8. NEW SECTION. 97B.3A CHIEF EXECUTIVE OFFICER --

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 pcrtion --16 of the term in the same ~nner as _a=~u_p_-_~_:_;,m appointment is 
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 _.!_;l_el..!_gi!>.~!k-~~<:~Pabl.e!_ or __ un_fi_t l~ discharge 
20 the duties of the office. 

21 2. The qualifications for appointment as the chief 

22 executive officer shall include management-level pension fund 

23 administrati~,1;~e~ienc~. _Jh_e_jlualgic~,tions for appointment 
24 as the chief executive officer shall also include a 

~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 administration. 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 
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1 state or federal income tax return, or both, a party or 

2 parties to which a contribution is made pursuant to the 

3 checkoff. The chief executive officer shall not hold any 

4 other office under the laws of the United States or of this or 

5 any state and shall devote full time to the duties of office. 

6 Sec. 9. Section 978.4, Code 2001, is amended by striking 

7 the section and inserting in lieu thereof the following: 

8 978.4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES OF 

9 DIVISION-- IMMUNITY. 
10 1. CHIEF EXECUTIVE OFFICER. The division, through the 

11 chief executive officer, shall administer this chapter. The 

12 chief executive officer shall also be the division's statutory 

13 designee with respect to the rulemaking power. 

14 2. GENERAL AUTHORITY. 

15 a. The division may adopt, amend, waive, or rescind rules, 

16 employ persons, execute contracts with outside parties, make 

17 expenditures, require reports, make investigations, and take 

18 other action it deems necessary for the administration of the 

19 system in conformity with the requirements of this chapter, 

20 the applicable provisions of the Internal Revenue Code, and 

21 all other applicable federal and state laws. The rules shall 

22 be effective upon compliance with chapter 17A. 

23 b. The division may delegate to any person such authority 

24 as it deems reasonable and proper for the effective 

25 administration of this chapter, and may bond any person 

26 handling moneys or signing checks under this chapter. 

27 c. In administering this chapter, the division shall enter 

28 into a biennial agreement with the department of personnel 

29 concerning the sharing of resources between the division and 

30 department which are of benefit to each and which are 

31 consistent with the mission of the division and the 

32 department. The budget program for the division shall be 

33 established by 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 
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l the division and submitted on behalf of the division by the 

2 department pursuant to section 8.23. 
3 3. PERSONNEL. 

4 a. CHIEF INVESTMENT OFFICER. The chief executive officer, 

5 following consultation with the board, shall employ a chief 

6 investment officer who shall be appointed pursuant to chapter 

7 l9A and shall be responsible for administering the investment 
8 program for the retirement fund pursuant to the investment 

9 policies of the board. 
10 b. CHIEF BENEFITS OFFICER. The chief executive officer, 

ll following consultation with the benefits advisory committee, 

12 shall employ a chief benefits officer who shall be appointed 

13 pursuant to chapter 19A and shall be responsible for 

14 administering the benefits and other services provided under 

15 the system. 
16 c. ACTUARY. The division shall employ an actuary who 

17 shall be selected by the board and shall serve at the pleasure 
18 of the board. The actuary shall be the technical advisor for 

19 the system on matters regarding the operation of the 

20 retirement fund. 

21 d. DIVISION EMPLOYEES. 

22 this chapter, the division 

Subject to other provisions of 

may employ all other personnel as 

23 necessary for the administration of the system. The maximum 
24 number of full-time equivalent employees specified by the 

25 general assembly for the division for administration of the 
26 system for a fiscal year shall not be reduced by any authority 

27 other than the general assembly. The personnel of the 

28 division shall be appointed pursuant to chapter 19A. The 

29 division shall not appoint or employ a person who is an 

30 officer or committee member of a political party organization 

31 or who holds or is a candidate for a partisan elective public 

32 office. 

33 e. LEGAL 

34 contract with 

35 legal counsel 

ADVISORS. 
attorneys 

and advice 

The 

and 

in 

division may employ attorneys and 
legal firms for the provision of 

the administration of this chapter 
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1 and chapter 97C. 
2 f. OUTSIDE ADVISORS. The division may execute contracts 
3 with persons outside state government, including investment 

4 advisors, consultants, and managers, in the administration of 

5 this chapter. However, a contract with an investment manager 

6 or investment consultant shall not be executed by the division 

7 pursuant to this paragraph without the prior approval by the 

8 board of the hiring of the investment manager or investment 

9 consultant. 
10 4. REPORTS. 
11 a. ANNUAL REPORT TO GOVERNOR. Not later than the 

12 fifteenth day of December of each year, the division shall 

13 submit to the governor a report covering the administration 

14 and operation of this chapter during the preceding fiscal year 

15 and shall make recommendations for amendments to this chapter. 

16 The report shall include a balance sheet of the moneys in the 

17 retirement fund. The report shall also include information 

18 concerning the investment management expenses for the 
19 retirement fund for each fiscal year expressed as a percent of 
20 the market value of the retirement fund investment assets, 

21 including the information described in section 978.7, 

22 subsection 3, paragraph "d". The information provided under 

23 this paragraph shall also include information on the 

24 investment policies and investment performance of the 

26 

27 
28 

29 

30 

31 

32 

25 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. 

33 
34 

35 

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 
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1 prior consultation with the board. 

2 3. All moneys which are paid or deposited into the fund 

3 are appropriated and made available to the division to be used 
4 for the exclusive benefit of the members and their 

5 beneficiaries or contingent annuitants as provided in this 

6 chapter: 

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

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

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

13 necessary expenses of the benefits advisory committee. If as 

14 a result of action under section 8.31, the governor has 

15 reduced the moneys appropriated from the retirement fund to 

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

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

20 transferred from the retirement fund to the division for 

21 salaries, support, maintenance, and other operational purposes 

22 to pay the costs of the system for that fiscal year. 

23 d. To be used to pay for investment management expenses 

24 incurred in the management of the retirement fund. Expenses 
25 incurred pursuant to this paragraph shall be charged to the 
26 investment income of the retirement fund. However, the amount 

27 appropriated for a fiscal year under this paragraph shall not 

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

29 retirement fund. 

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

31 OF RETIREMENT FUND -- STANDARDS -- IMMUNITY. 

32 1. INVESTMENT AND INVESTMENT POLICY STANDARDS. In 

33 establishing the investment policy of the retirement fund and 

34 providing for the investment of the retirement fund, the 

35 division and board shall do the following: 
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1 a. Exercise the judgment and care, under the circumstances 

2 then prevailing, which persons of prudence, discretion, and 
3 intelligence exercise in the management of their own affairs, 

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

5 permanent disposition of the funds, considering the probable 

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

7 b. Give appropriate consideration to those facts and 
8 circumstances that the division and board know or should know 

9 are relevant to the particular investment or investment policy 
10 involved, including the role the investment plays in the total 

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

13 consideration includes, but is not limited to, a determination 

14 that the particular investment or investment policy is 

15 reasonably designed to further the purposes of the system, 
16 taking into consideration the risk of loss and the opportunity 

17 for gain or income associated with the investment or 
18 investment policy and consideration of the following factors 

19 as they relate to the retirement fund: 

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

21 diversification. 
22 (2) The liquidity and current return of the investments in 

23 the retirement fund relative to the anticipated cash flow 
24 requirements of the system. 

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

27 2. INVESTMENT ACQUISITIONS. Within the limitations of the 

28 investment standards prescribed in this section, the system 

29 may acquire and retain every kind of property and every kind 

30 of investment which persons of prudence, discretion, and 

31 intelligence acquire or retain for their own account. 

32 Consistent with this section, investments shall be made in a 
33 manner that will enhance the economy of this state, and in 

34 particular, will result in increased employment of the 

35 residents of this state. Investments of moneys in the 
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1 retirement fund are not subject to sections 73.15 through 
2 73.21. 

3 3. LIABILITY -- REIMBURSEMENT. Except as provided in 

4 section 97B.4, subsection 7, if there is loss to the 

5 retirement fund, the treasurer of state, the division, the 

6 employees of the division, the members of the board severally, 

7 and the board are not personally liable, and the loss shall be 

8 charged against the retirement fund. There is appropriated 
9 from the retirement fund, the amount required to cover a loss. 

10 4. INVESTMENT PROCEDURES. In managing the investment of 

11 the retirement fund, the division, in accordance with the 

12 investment policy established by the board, is authorized to 

13 do the following: 

14 a. To sell any securities or other property in the 
15 retirement fund and reinvest the proceeds when such action may 

16 be deemed advisable by the division for the protection of the 
17 retirement fund or the preservation of the value of the 

18 investment. Such sale of securities or other property of the 

19 retirement fund and reinvestment shall only be made in 

20 accordance with policies of the board in the manner and to the 

21 extent provided in this chapter. 

22 b. To subscribe for the purchase of securities for future 

23 delivery in anticipation of future income. The securities 
24 shall be paid for by anticipated income or from funds from the 
25 sale of securities or other property held by the retirement 

26 fund. 
27 c. To pay for securities directed to be purchased upon the 

28 receipt of the purchasing bank's paid statement or paid 

29 confirmation of purchase. 
30 5. TRAVEL. In the administration of the investment of 

31 moneys in the retirement fund, employees of the division and 

32 members of the board may travel outside the state for the 
33 purpose of meeting with investment firms and consultants and 

34 attending conferences and meetings to fulfill their fiduciary 

35 responsibilities. This travel is not subject to section 
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1 421.38, subsection 2. 
2 Sec. 12. NEW SECTION. 97B.8A INVESTMENT BOARD. 

3 1. BOARD ESTABLISHED. A board is established to be known 

4 as the "Investment Board of the Iowa Public Employees' 

5 Retirement System", referred to in this chapter as the 
6 "board". The duties of the board are to establish policy, and 

7 review its implementation, in matters relating to the 
8 investment of the retirement fund. The board shall be the 

9 trustee of the retirement fund. 

10 2. INVESTMENT REVIEW. a. At least annually the board 

11 shall review the investment policies and procedures used by 

12 the board and division, and shall hold a public meeting on the 

13 investment policies and investment performance of the 
14 retirement fund. Following its review and the public meeting, 
15 the board shall, pursuant to the requirements of section 

16 97B.7A, and in consultation with the chief investment officer 

17 and other relevant personnel of the division, establish an 

18 investment policy and goal statement that shall direct the 

19 investment activities concerning the retirement fund. 

20 b. The board shall review and approve, prior to the 

21 execution of a contract with the division, the hiring of each 
22 investment manager and investment consultant outside of state 

23 government. 
24 c. The board shall be involved in the performance 

25 evaluation of the chief investment officer. 

26 3. ACTUARIAL RESPONSIBILITIES. 

27 a. The board shall select the actuary to be employed by 

28 the system as provided in section 97B.4. 
29 b. The board shall, in consultation with the chief 
30 executive officer, the actuary, and other relevant personnel 

31 of the division, adopt from time to time mortality tables and 

32 all other necessary factors for use in actuarial calculations 

33 required in connection with the system. The board shall also 

34 adopt the actuarial methods and assumptions to be used by the 

35 actuary for the annual valuation of assets as required by 

-12-



S.F. l./'f1 H.F. 

1 section 978.4. 

2 4. MEMBERSHIP. 

3 a. The board shall consist of eleven members, 

4 seven voting members and four nonvoting members. 
5 members shall be as follows: 

including 

The voting 

6 ( 1) 

7 are not 
Three public members, appointed by the governor, who 
members of the system and who each have substantial 

8 institutional investment experience or substantial 
9 institutional financial experience. 

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

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

12 governor ~f a .member of the board unde~ thi~ ~ubparagraph, the 

13 benefits advisorx_;.gmmgtf:ie,_~h!l:J._l_ Sl!Q!')/,.t a slate of at least 
14 two nominees per position to the governor for th!1,!ilQVernor's 

15 consideration. The governor is not. required to appoint a 
16 member from the slate submitted. Of the three members 

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 nonvoting members of the 
23 board shall be two state representatives, one appointed by the 

24 speaker of the house of representatives and one by the 
25 minority leader of the house, and two state senators, one 

26 appointedw~Y-~~-e -~jority_lt:;!lde;r of_ the
7

senate ~d one by the 
27 minority 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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1 exceeding forty days per year. Legislative members shall be 

2 paid the per diem and expenses specified in section 2. 10, for 

3 each day of service. The per diem and expenses of the 

4 legislative members shall be paid from funds appropriated 

5 under section 2.12. The members who are active members of the 

6 system and the treasurer of state shall be paid their actual 

7 expenses incurred in the performance of their duties as 

8 members of the board and the performance of their duties as 

9 members of the board shall not affect their salaries, 

10 vacations, or leaves of absence for sickness or injury. 

11 d. The appointive terms of the members appointed by the 
12 governor are for a period of six years beginning and ending as 

13 provided in section 69.19. If there is a vacancy in the 
14 membership of the board for one of the members appointed by 

15 the governor, the governor has the power of appointment. 

16 Gubernatorial appointees to this board are subject to 

17 confirmation by the senate. 

18 5. CLOSED SESSIONS. In addition to the reasons provided 

19 in section 21.5, subsection 1, the board may hold a closed 
20 session pursuant to the requirements of section 21.5 of that 
21 portion of a board meeting in which financial or commercial 

22 information is provided to or discussed by the board if the 

23 board determines that disclosure of such information could 

24 result in a loss to the system or to the provider of the 

25 information. 

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

28 1. COMMITTEE ESTABLISHED. A benefits advisory committee 

29 shall be established whose duty is to consider and make 

30 recommendations to the division and the general assembly 
31 concerning the provision of benefits and services to members 

32 of the system. 

33 2. MEMBERSHIP. The benefits advisory committee shall be 

34 comprised of representatives of constituent groups concerned 

35 with the system, and shall include representatives of 
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1 employers, active members, and retired members. In addition, 
2 the director of the department of personnel and a member of 

3 the public selected by the voting members of the committee 
4 shall serve as members of the committee. The division shall 

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

6 members to the committee and the election of the voting 

7 members of the committee. 

8 3. VOTING MEMBERS. Of the members who comprise the 

9 committee, nine members shall be voting members. Except as 

10 otherwise provided by this subsection, the voting members 

11 shall be elected by the members of the committee from the 
12 membership of the committee. Of the nine voting members of 
13 the committee, four shall represent covered employers, and 

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

15 voting members representing employers, one shall be the 

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

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

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

20 local school districts. Of the four voting members who 
21 represent members of the system, one shall be a member of a 

22 constituent group that represents teachers. The ninth voting 

23 member of the committee shall be a citizen who is not a member 

24 of the system and who is elected by the other voting members 
25 of the committee. 

26 4. DUTIES. 
27 a. At least every two years, the benefits advisory 

28 committee shall review the benefits and services provided to 

29 members under this chapter, and the voting members of the 

30 committee shall make recommendations to the division and the 

31 general assembly concerning the services provided to members 

32 and the benefits, benefits policy, and benefit goals, provided ...... 
33 under this chapter. 
34 b. The benefits advisory committee shall be involved in 

35 the performance evaluation of the chief benefits officer. 
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1 c. Upon the expiration of the term of office of or a 

2 vacancy concerning one of the three members of the investment 

3 board described in !!7ction ?7B.8A,,spbse~t_f_.on 41 _p.g;agraph 
4 "a", subparagraph (2), the vot~n_s_,members <?~ th;committee 

5 shall submit to the governor.!pe nam;~.9f at least two 
6 nominees who meet the requirements specified in that 

7 subparagraph. The g~ve~nor may appoint the member ~rom the 

8 list submitted by the committee. 
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 co!Mlittee. s?at.l not incur any additional E;?Cpenses in 
30 fulfilling its duties as provided by this section without the 

31 express written authority of the chief executive officer. 

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

33 follows: 
34 97B.20A APPEAL PROCEDURE. 

35 Members and third-party payees may appeal any decision made 
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1 by the depa~~men~ division that affects their rights under 

2 this chapter. The appeal shall be filed with the depa~~men~ 
3 division within thirty days after the notification of the 

4 decision was mailed to the party's last known mailing address, 

5 or the decision of the depa~~men~ division is final. If the 

6 party appeals the decision of the depa~~ment division, the 

7 depa~tmen~ division shall conduct an internal review of the 
8 decision and the chief bener~t~ executive officer shall notify 

9 the individual who has filed the appeal in writing of the 
10 depa~~mentL~ division's decision. The individual who has 
11 filed the appeal may file an appeal of the depa~tmentL~ 

12 division's final decision with the depa~~men~ division under 

13 chapter 17A by notifying the depa~tment division of the appeal 

14 in writing within thirty days after the notification of its 

15 final decision was mailed to the party's last known mailing 

16 address. Once notified, the depa~tmen~ division shall forward 
17 the appeal to the department of inspections and appeals. 
18 Sec. 15. Section 978.25, Code 2001, is amended to read as 

19 follows: 

20 978.25 APPLICATIONS FOR BENEFITS. 

21 A representative designated by the chief bener~t~ executive 

22 officer and referred to in this chapter as a retirement 

23 benefits officer shall promptly examine applications for 
24 retirement benefits and on the basis of facts found shall 

25 determine whether or not the claim is valid. I! the claim is 
26 valid, the retirement benefits officer shall send a 

27 notification to the member stating the option the member has 

28 selected pursuant to section 978.51, the month with respect to 

29 which benefits shall commence, and the monthly benefit amount 

30 payable. If the claim is invalid, the retirement benefits 

31 officer shall promptly notify the applicant and any other 
32 interested party of the decision and the reasons. A 

33 retirement application shall not be amended or revoked by the 
34 member once the first retirement allowance is paid. A 

35 member's death during the first month of entitlement shall not 
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1 invalidate an approved application. 

2 Sec. 16. Section 2578.20, subsection 4, Code 2001, is 

3 amended to read as follows: 

4 4. In any investments authorized for the Iowa public 

5 employees' retirement system in section 9~87T7-s~bseet~o"-~' 

6 para~raph-ubu 97B.7A, except that investment in common stocks 

7 shall not be permitted. 

8 Sec. 17. Section 411.7, subsection 2, Code 2001, is 

9 amended to read as follows: 

10 2. The secretary of the board of trustees shall invest, in 

11 accordance with the investment policy established by the board 

12 of trustees, the portion of the fund established in section 

13 411.8 which in the judgment of the board is not needed for 

14 current payment of benefits under this chapter in investments 

15 authorized in section 9TB•~7-s~bseet~o"-~7-para~raph-ubu 

16 97B.7A, for moneys in the Iowa public employees' retirement 

17 fund. 

18 Sec. 18. Section 602.9111, subsection 1, Code 2001, is 

19 amended to read as follows: 

20 1. So much of the judicial retirement fund as may not be 

21 necessary to be kept on hand for the making of disbursements 

22 under this article shall be invested by the treasurer of state 

23 in any investments authorized for the Iowa public employees' 

24 retirement system in section 9~B•T7-s~bseetio"-~7-para~raph 

25 ubu 97B.7A, and the earnings therefrom shall be credited to 

26 the fund. The treasurer of state may execute contracts and 

27 agreements with investment advisors, consultants, and 

28 investment management and benefit consultant firms in the 

29 administration of the judicial retirement fund. 

30 Sec. 19. INVESTMENT BOARD TRANSITION. 

31 1. Notwithstanding provisions of section 97B.8A, as 

32 enacted in this Act, to the contrary, the new investment board 

33 of the Iowa public employees' retirement system shall, on July 

34 1, 2002, consist of the following members, who shall serve the 

35 following terms: 
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l a. The members of the investment board established under 
2 section 978.8, Code 2001, who are an active member who is an 

3 employee of a school district, area education agency, or 

4 merged area; an active member who is not an employee of a 

5 school district, area education agency, or merged area; and a 

6 retired member, shall cease membership on the investment board 

7 and commence membership on the new investment board 

8 established under section 978.8A on July 1, 2002. The terms 
9 of these members on the investment board established under 

10 section 978.8A shall expire on the same date as their terms 

11 would have expired on the investment board in accordance with 

12 section 978.8, Code 2001. 

13 b. The members of the investment board established under 

14 section 978.8, Code 2001, who are an executive of a domestic 
15 life insurance company, an executive of a state or national 
16 bank, and an executive of an industrial corporation located 

17 within the state of Iowa, shall cease membership on the 

18 investment board and commence membership on the new investment 
19 board established under section 978.8A on July 1, 2002. The 

20 terms of these members on the new investment board established 

21 under section 978.8A shall expire on the same date as their 

22 terms would have expired on the investment board in accordance 
23 with section 978.8, Code 2001. Upon expiration of each of 

24 these member's term of office, the governor shall appoint a 
25 member to the board consistent with the requirements of 

26 section 978.8A, subsection 4, paragraph "a", subparagraph (1). 

27 c. The members of the investment board established under 

28 section 978.8, Code 2001, who are legislative members shall 

29 cease membership on the investment board and commence 

30 membership on the new investment board established under 

31 section 978.8A on July 1, 2002. Two additional legislative 
32 members shall be apgointed and commence membership on the new 

33 investment board -~~-~~.!'-l,"_l.~£;,~_ ~-s_ ~-r()vided in section 
34 978.8A as enacted in this Act. The terms of these members 

35 shall expire at the pleasure of the appointing authorities as 
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1 provided in section 97B.8A, as enacted in this Act. 
2 d. The director of the department of personnel shall cease 

3 membership on the investment board established under section 

4 978.8, Code 2001, on July 1, 2002. The treasurer of state 

5 shall commence membership on the new investment board 

6 established under section 97B.8A, and shall serve on the board 

7 as provided in section 97B.8A, as enacted in this Act. 

8 2. Initial appointments by the governor under this section 

9 are subject to confirmation by the senate. If a vacancy 

10 occurs as to a member of the investment board established 

11 under section 97B.8A who is appointed by the governor prior to 

12 the expiration of a term as provided in this section, the 

13 governor shall appoint a member to serve the remainder of the 

14 term so that the membership requirements of section 97B.8A, as 

15 enacted in this Act, are fulfilled, and the appointment shall 
16 be subject to confirmation by the senate. Upon the expiration 
17 of a term established in this section, a member shall be 

18 appointed in the manner and for a term of service as specified 

19 in section 97B.8A, as enacted in this Act. Except as 

20 otherwise provided in this section, the investment board 

21 established under this section shall be subject to the 
22 requirements of section 97B.8A, as enacted in this Act. 
23 Sec. 20. BENEFITS ADVISORY COMMITTEE TRANSITION. 

24 1. Effective July 1, 2001, and notwithstanding provisions 
25 of section 978.88, as enacted in this Act, to the contrary, a 

26 transition benefits advisory committee shall be created and 

27 shall consist of the following voting members: 

28 a. A member representing the Iowa state education 

29 association. 

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

32 c. A member representing the school administrators of 
33 Iowa. 

34 d. A member representing the Iowa association of school 

35 boards. 
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1 e. A member representing the retired school personnel 
2 association. 

3 f. A member representing the state police officers 
4 council. 

5 g. The director of the department of personnel. 

6 h. A member representing the IPERS" improvement 
7 association. 

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

10 j. A member representing the Iowa state sheriffs' and 

11 deputies' association. 

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

14 1. A member representing the Iowa league of cities. 
15 m. A member representing the Iowa association of chiefs of 
16 police and peace officers. 

17 n. A member of the public with substantial pension 

18 benefits experience as selected by the chief benefits officer 

19 of the Iowa public employees' retirement system. 

20 o. A member representing the department of management. 
21 2. By July 1, 2002, the transition benefits advisory 
22 committee shall issue a report to the Iowa public employees' 

23 retirement system division concerning the rules to be adopted 
24 by the division governing the benefits advisory committee as 

25 provided in section 97B.8B, as enacted in this Act. The rules 

26 should include provisions governing the selection of members 

27 of the committee, the selection of voting members of the 

28 committee, and any other provisions deemed necessary for 

29 establishing the benefits advisory committee consistent with 
30 the requirements of section 97B.8B. 

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

33 Sec. 21. AMENDMENTS CHANGING TERMINOLOGY -- DIRECTIVES TO 

34 CODE EDITOR. Except as otherwise provided in this Act, the 

35 Iowa Code editor is directed to strike the words "department", 
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1 "department of personnel", and "department's" and insert the 

2 words "division" and "division's" wherever the word 

3 "department", "department of personnel", or "department's" 

4 appears in chapter 97B of the Iowa Code and the reference to 

5 "department", "department of personnel", or "department's" 

6 means the department of personnel unless a contrary intent is 
7 clearly evident. 

8 Sec. 22. ADMINISTRATIVE RULES. To the extent not 

9 inconsistent with this Act, the administrative rules 

10 promulgated and adopted by the department of personnel 

11 concerning the Iowa public employees' retirement system prior 

12 to July 1, 2002, shall be the rules of the Iowa public 
13 employees' retirement system division and shall remain in 
14 effect on and after July 1, 2002, subject to the authority of 
15 the division to modify or change the rules pursuant to Iowa 

16 Code chapter 17A. 

17 Sec. 23. Sections 97B.5, 978.6, 978.8, 978.57, 978.59, 

18 978.60, 978.61, Code 2001, are repealed. 

19 Sec. 24. EFFECTIVE DATE. This Act takes effect July 1, 
20 2002. However, section 21 of this Act, establishing a 

21 benefits advisory committee transition, takes effect July 1, 

22 
23 

24 

25 

26 

27 

28 

29 
30 
31 

32 

33 

34 

35 

2001. 

-22-
SF 497 

ec/cc/26 





HOUSE CL:P SHEET APRIL 5, 2001 Page 9 
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FISCAL NOTE 

A fiscal n~~e for Senate Fil• 497 1s h~reby ncbmtt:cd purs~ant to Jotnt Rule 
l!. Data usee 111 dcve2oplng th:.s f1scal note ~s available from ;_h~ Legtslat1ve 
Ftscal Bureau :o rne:n.ters Df ':.~1e LeqLslat.u:-c 'Jpon reqDes~ .. 

Ser,a:e F:le 491 m~~e~ :t1e I~wa Publtc Employees' Re:irement System <IPERS) ~ 

separa:c and dlStlil-::t O.!.v:...stcn W1th1n the Depar~mer1t ct Fe:rsonnel tG adm1n1ster 
tte Iowa Pub!1c Employees' Ret.!.renen: Sys:em All powe:s and d~t1es ccrrently 
g1ven :o :he Depa:-tmen~ of P~rsnn~el :o ~anaqe and operate IPERS a:e g1ven to 
the D1v1sion. A C~ll.e~ Execu:1ve Officer (CEO), who shall manage> :he Cl".J'lSton, 
shall be appointed by the Gaverno~ and be subject to conf1rmat~on by ~he 
Senate. 

Tt:c BI11 also reqtllrcs tt:e Ch1c! Exec:ut1ve Cff1ce: to employ a Ch1ef Inv~stmcnt 

O~fice.: !CIC) wh:t shall be sel~cted fol!ow1ng const~lta:1or: with the Invest.ment 
&oara and 3 Ct11e: BenP.flt.s ~)tficer {C:BC) who shai..i. b<:: ~clec·_ed follo•ur.g 
consulta:.lor. \oo'Ith :he Renefl:!3 Advl~::.>ry Comnnttee 

UnCer the B1ll, the Invest~e~t Board. Instead of the T:-E.-asurer of State, l5 
mad~ the Trustee ot the IPERS Retlrement Fund. The ':.w:1 lcq1slative members o1 
the B0arc rema1n but -::tre naac nonvoting ~e:':'lbers o~ the new Board The Bill 
also estat~Ishes a new B~nefitS Adv1sory Co!l'.nut:.ee. The duties of ':.h~ 

Committee are to review ann ~ake :ecommendat1on~ to tr.e DIVlSlOn and the 
Gene:-al Assembl}' concerr.1nq ':~e prov.:..s1on of be!1ef1.:5 to me:':lbers ~!: the syste:n 

The 8111 p:ov1des that o~ lh~ members ot the Corr.'71lttee, nin~ st,.:Jll be voting 
members who shall serv~ as voting members for ~hree-year ter~s Expenses for 
members of :he Com:ni:.t.ee shali be paid In the same manner and dJTiour.t as current 
me:nbers o: the :nvcstmcn: Board. '!'he Bill also prov1des for the establish:Tient 
of a Trans:..tion Bene:It:J Ad.Vj.Sory Committee on J'..l~y 1, 2J01. The B1ll 
es~abl1shes the exact members~1p of this ~ransition Committee anC p:ovides that 
1t shai.!. be dl5solveC. by July 1!, 2002. The Transi':lon Co:runittet: 1s g1ven the 
ta~k of .-,aktng recorrunendations rn a repor~ to the I?ERS Dl'IISlor, no later than 
July l, 2C02, conccrn1nq :ht? rules to adept Irt qove:ntnq the new Benefits 
Adv1sory Co~~1:tee. 

Excep: !or 
trans1t1on 

ASSCJCPriONS 

the section of the Bill concern1ng :he Benefits Advisory Corrunittee 
~hat :akt's effect July 1. 2001. the Blll ta~es effect Jt.:ly 1. 2002. 

1. The General Fund Will be used to pay t1al! of the current costs of salary 
and support for the Direc:cr of the Depar:ment of Pe:sonnel and ar. 
ass1.stant that :s current paid for by IPERS. 

2 ~he ne~ cost to IPERS for salary and benefits of IPERS' Chief Executive 
and an admin1stra:1ve assistant takes In:o dccount the s~lary and support 
for the Director of :hP Department of Personnel and an assistant thdt will 
no longer be pa1d for from the !PERS Trust Funa. 
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.1 Al ~ cu:-re:1".: 3:rrtnge:-·u~nts reg~r\.;.1:-Jg U1e sh:.Hlng c'f Vd!lCU!i flln'..:': 1ons 
between tre Depa:-:rnen!.. :>f Pe:-sonnel artd I?f.H..S will '..:cnt 1 nue 

~- EstLntated ~ost 1ncludes pay~tent of n1oVLng exp~nses for a new IP~RS' Ch1ef 
Execur. i vc. 

5. Estimated co~t tncluaes -.:he h1r:ng of a consultant to asstst w1th 
rt:~ciut:.mcn: ar.d tnterv:~win•J r~f o n~w IPI::RS' Chu:!f E.xecu:.iv€". 
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SENATE riLl 497 

AN ACT 

RELATING TO THE GOVERNANCE OF THE IOWA PUBLIC EMPLOYEES" 

RETIREMENT SYSTEM AND PROVIDING AN EFFECTIVE OAT!. 

BE IT ENACTED BY THE GENERAL ASSEM8LY Or THE STATE OF IOWA: 

section 1. s~ction 12.8, unnu~ered paraqraph l, Code 

2001, la amended to read as tollowa: 

The treasurer of state, with the approval of the lnvest•~nt 

board ot the Iowa public employees' retirement eyste~, ~y 

conduct a pro9ra• of lend1n9 aecur1tiea in the Iowa public 

e•ploy~es' rettre~ent syate~ portfolio. When securlti~a are 

loaned as provtded by this para9raph, the treasurer shall act 

in the ~nn~r provtded for lnveat~~nt of coneys 1n the Iowa 

public employ~~·· retirement fund under sectton 9fBrl ~· 

The treasurer of at•t~ shall report at least annually to th~ 

lnveat~~nt board of the Iowa public r•ployeee' rrtirecent 

system on th~ proqra~ and shall provide addit1onal infor~tion 

on the pro9ram upon the request or the 1nvest~ent board or the 

~~ploye~s of the tow• public e~ployeea' retirem~nt ayate~ 

div1sion of the departs~nt of peraonnel. 

Sec. 2. s~ction 128.10, auba~ction 4, paraqraph !, Code 

2001, 1a amended to read as followss 

s~nat~ rtle 497, p. 2 

(, Inv~~tm~nts authorized (Or th~ Iowa publlC el!lploy~es' 

r~t1r~ment syst~m 1n aection 9JBtlT-~ebs~e~ten-it-pero•~•P~ 

•b~ ~· ~xc~pt th•t invest~ent ln common stoc~s is not 

~rm1tted. 

Sec. l. Sectlo~ 12C.~, Cod~ 2001, lS af!lended to r~•d as 

follOWS I 

12C.~ REruSAL Or DEPOSITS -- PROCEDURE. 
tt th~ •pproved d~posltori~a will not accept the depoa1ta 

under the cond1tione prescribed or author1zed in this chapt~r. 

the funds MAY be deposit~d, on the eame or bett~r ter~s as 

w~r~ ottered to the depositorl~a. 1n one or ~or~ approved 

d~posttortea conveniently loc•ted Wlthin the state. 

Th~ tr~aaurer of State ~y tnveat in •ny of th~ Investments 

authoriz~d tor the Iowa public ~~ploye~a· retirement ayatem in 

aection 9fBT?r-saBaee~ton-fr-p•r•9r•p~-·b• ~ exc~pt that 

tnvest~ent in c~on atocks ahall not b~ per~1tt~d. 

Sec. 4. Section 12C.l0, Code 2001. ts •m~nded to read as 

follow•: 
l,C.lO INVESTMENT Or FUNDS CREATED 8~ ELECTION, 

The qov~rn1nq council or board, who by law have control of 

any fund cr~ated by direct vot~ of th~ people, may tnv~at any 

portion of th~ fund not c~rrently n~•d~d, in investm~nta 

authorized ln ~~etten 128.10. The treasurer of state may 

invest ln any of the 1nvest~~nta authortzed tor the Iowa 

public e~ployeea' retlre~ent ayst~m 1n arct1on 9fBrfr 

aab•eetten-fr-pere,raph-wb• 978.7A exc~pt th•t tnvestm~nt 1n 

coamon stoc~• shall not be per~ttted. Interest or earntnq& on 

auch funds ahall b~ credited as provtd~d 1n sect1on 12C.7, 

~ubs~ctton 2. 
S~c. S. S~ctlon l9A.l, subsection ), paraqraph b, Code 

2001, 15 amended to r~ad •• followa: 
b. The investment board of the low• publtc e~ployees' 

retirement system creAt~ by ~~etten 919~8 97B.8A. 

Sec. 6. s~ction 97A.7, subsect1on 2, Cod~ 2001, is amended 

to read as follows: 

S.F.497 
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2. Th~ sev~r•l funds cr~at~d by this chapter ~Y ~ 
lnv~sted in •ny tnveat~~nta authorized for the Iowa publtc 

e11ploy~~a· retirern~nt system in sectton 91B1'1y-!tttbseetion-iy 

paratroph-•b 8 ~-

Sec. 7. SeC'tion 978.1, Code 2001. ia u1ended to read as 

follows: 
978.1 SYSTEM CR£ATED -- ORCAHlZATIONAL DEFINITIONS. 
1. The ~Iowa Public ~loyees' Retirement Syste~~ is 

creat~d. The Iowa eubltc employeea' retirement aystell ts 

dlviaion. a aep•rate •nd diatinct dlviaion within the 
depart•~nt of personnel, shall admintater th~ system. 

2. As used in thte chapter unleae the context requirea 

otherwise: 

a. "Board• ~eana the inveatment board created by aectton 

9 :J lh 8 21!.:..!.!. . 
b. "Chief executive officer'" Deana thP chief executtve 

officer of the Iowa publtc e~loyeea' r~tirement aystern 
division, notwithstanding section 7£.2. subsection J. 

paragraph •c•, subparagraph Cll. 

c. '"Co~lttee• ~eans the benefits advlaory comnitte~ 

created by a~ction 978.88. 

bT ~ '"9eper~•e"t Diviaion• meana the de~rt'~en~-of 

personnel Iowa public employees' retirement system d1vialon. 
e,--•etreetor•-•e•ns-t~e-diree~or-ot-the-deper~a.nt-of 

jH'r!lonnelT 
ch !t.:. ''Syetem• 11eana the Iowa public e~nployees· retire11ent 

syat.ec, 
Sec. B. NEW SECTION. 97B.3A CHIEr EXECUTIVE OFP'ICER -

APPOINTMENT AND QUALlf'ICATIONS. 

1, The administrator of the d1via1on ia the chief 

executiv@ offtcer. The ch1~f executiv• officer ahall be 

appo1nt~d by th~ qovernor subject to confirmation by the 
aenat~. A vacancy shall be fill~d for the unexpired portion 

of the ter~ 1n the 5ame ~ann•r ae a tull-ter~ •ppointment ia 
made. The qovernor ~y remove the chief ex•cuttve officer tor 
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MllfPaaance in offtce, or tor •ny cause that r~ndcr~ th• chief 

executlvP officer tneliqible, tncapable, or unftt to dlscharq• 
the dutiea of the offtce. 

2. Th• qualtfications for appolntlll~nt as thP chtPf 

exPcutivP off1cer shall tnclude man•qem•nt-lcvel penston fund 
adm1niatratlon expertence. The quallficattons for appotntmpnt 

as the chief executtve officer shall •lao includ• d 

d•monstr•ted knowledqe or all aapects of pPnaion fund 
adtlllniatratton, includinq ftnancial I!Win•qe~aent, tnvPst.tr.ent 
aaaet manaqement, bpn•ftt deai9n and deltvery. l~qal 

administration, and operation• ad~tnistration. The chief 

ex•cut1ve ofttcer shall not bP sel~cted on th• basts of 
polttiC'al attiltation, and while e~nployed as the cht•f 

executlv• officer, ahall not be a •ember of a polttical 

co~tttee, partictpate in a political ca~tqn, or be a 

c•ndid•te tor a partisan elective offtce, and shall not 
contribute to • political ca~palqn fund, except that the chief 
ex~cutlve officer ~nay deaiqnate on the C'heckoff port ton of the 
state or federal tncome t•x return, or both, a party or 
parties to which a contrtbutlon is .. de pursuant to the 

checkoff, The chtef •xecutive offic•r ahall not hold any 

other offtce under the laws of the Un1ted States or of this or 

any state and shall devote full ti~e to the dutl~s of office. 

Sec. 9. Section 978.4, Code 2001, ia •~ended by strikinq 
the &Pctton and ina~rtlnq in lieu thereof the follow1nq: 

978,4 ADMINISTRATION OF SYSTEM -- POWERS AND DUTIES Or 

DIVISION -- IKHUNITY, 
1. CHIEF EX!CUTIVE OfFICER, The dtvta1on, throuqh the 

chief executive officer, shall ad~lnister this chapter. The 

chief executive offic~r ahail also be the divtston's statutory 
deatqnee with reapect to the rulemakinq power. 

2. GENERAL AUTHORITY. 
a. The dtvislon may adopt, a~nd, watve, or rPsctnd rules, 

•~ploy persona, eAecute contract• with outside parties, ~~e 
expendttures, require reports, ~ake investlqattons, and t•ke 
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Oth~r •ctlOn it d~~Na n~cesaary for the admlnistr•tion of the 

syst~m in conforNtty with the requir~•ents of thta cn•pter, 

the appltcable provtsiona of the lnt~rnal Revenue Cod~. •nd 

all other applic•ble federal •nd at•te laws. The rules sh•ll 

be effecttv~ upon co~pltanc~ with chapter 17A. 

b. Th~ diviston may deleqate to any person such authority 

as 1t deems reason•ble and proper for the effective 

admtnistratlon of this ch•pter, and ~y bond •ny person 

handlinq moneys or atqninq checks under this chapter. 

c. In •d~iniaterinq this ch•pter, the division shall enter 

into a blenni•l aqreement with the depart~ent or personnel 

concerninq the &harinq of reaoYrcea between the dtvtaion and 

dep•rt~ent which are of benefit to each and whlCh are 

conststent wtth the ~lsslon of the division •nd the 

de~rtment. The bYd9et proqra111 for the division shall be 

established by the chief execytive officer 10 consultatton 

wtth the bo•rd and other staff of the divtston and shall be 

comptled by the depart~ent of personnel in collaboration with 

the dtvtston and aub~ltted on behalf of the division by the 

depart~ent pursuant to section 8.23. 

3. PERSONNEL. 
a. CHIEF INVESTMENT OFFICER. The Chief executtve officer, 

followinq consultation wtth the board, shall employ a chief 

investment off1cer wno ahall be appointed pursuant to chapter 

19A •nd shall br 'eaponsible for admlnloterlnq the lnveat~ent 

proqr•m for the retirement fund pursuant to the invest•ent 

polictes of the bo•rd. 

b. CHIEF BENEFITS OFFICER. The chief executtve offtcer, 

followinq consultation with the benefits •dvtsory committee, 

shall employ a chief ben~ftta offtcer who shall be •ppo1nted 

pursuant to chapter 19A and ah•ll be responsible for 

administerinq the benefits and other services provided unde' 

the syate~. 
c. ACTUARY. The division ahall employ an actuary ~no 

sh•ll be selected by the board and shall serve at the pleasure 
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ot the board. The actuary shall be the technical advisor tor 

the syste~ on matter& reqardtnq th~ ope,•tton of th~ 

retiren~nt fund. 
d. DIVISION EMPLOYEES. SubJ8Cl to other provt&lona of 

this ch•pter, the divt&1on may employ al: other personnel •s 

necessary for the admintstration of the system. The maxi~u~ 

number of full·time equtvalent employees apeclfted by the 

qener•l assembly tor the dtvtston for ad~lntst,ation of th~ 

system for a fisc•l year 5h•ll not be reduced by any •uthority 

other th•n the qeneral assembly. Th~ personnel of the 

dlvtaion shall be appo1nted pursuant to ch•pter 19A. The 

dtvJSlOn shall not appotnt or employ a person who ts an 

officer or co~ittee member of a politlc•l party orqant&atton 

or vho holda or is a candidate for a partis•n elective publlC 

office. 
e. L~AL ADVISORS. The dtV1SlOn ••Y employ attorneys and 

contr•ct wtth attorneys and leqal firma for the provtslon of 

leqal counsel and advtce in the adminlstratton of this chapter 

and chapter 97C. 

r. OUTSIDE ADViSORS. The division m•y execute contracts 

with persons outside st•te qovernment, tncludtnq 1nvest~ent 

advisors, consultants, and ~anaqera, 1n the admtntstratton of 

thta chapte,. However, a contract w1th •n tnvestment nan•qer 

or tnv~stment consultant shall not br executed by the divtston 

pursuant to this psraqr•ph without the prior •pprov•l by the 

bo•rd of the h1rin9 of the lnvestment ~anaqer or investment 

consultant. 

C. REPORTS. 
a. ANNUAL REPORT TO GOVERNOR. Not later than the 

fifteenth day of December of each year, the dtv,sion shall 

submtt to the qovernor a report cover1n9 the admin1strat1on 

and operatlon of th1a chapter durinq the preced1n9 ftaca~ yea' 

and ahall ~•ke recommendations for a~endments to thts chapter. 
The repo't ahall include a balance sheet or the ~oneys 1n the 

'et1'ement fund. The report shall also include in(ormatlon 
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concern~nq the lnv~st~ent ~n~qe~ent expenses for the 
retire~ent fund for each ltsc~l year ~xpreas~d aa a perc~nl of 

the mArket. v•lo~ of th~ retir•menl fund tnveat~&nt assets, 

includinq the infor~tion d~scribed in aectton 978.7, 
subsectton J, paraqraph •d•, Th~ tnfor~tion provided under 

thts paraqraph shall also include infor~ation on th~ 

tnveatment polictel and inv~st~nt performance of th~ 

retirement fund. In provldlnq th1a intor~tion, to the ••tent 

poseibl~. the divialon ahall include th• total tnv••t•ent 
return for the enttre fund, for portions of the fund ~na9ed 
by investment ~naqera, and for internally ~naqed porttona of 
the fund, and th~ coat of manaqlnq the fund per thouaand 

dollars of assets. The performance shall b~ bas~d upon ~•r~~t 

value, and shall be contrasted with relevant market indices 
and wtth performances of ~naion funds of aimilar as&et alte. 

b. ANNUAL STAT&HENT TO "CMB~S. The divlaion ahall 

prepare and distribute to the ~••bera, at the expena• of the 
ret\r~~ent fund, an annual atate~ent of the member's account 
and, in auch a manner as the division dee~s appropriate, other 

information concernin9 the ayat.n. 
c. ACTUARIAL lNVESTICATION, Durin9 calendar y•ar 2001, 

and every four years thereafter, the divialon ahall cause an 

actuarial investiqation to be made or all experi~nc~ und&r th~ 

ret1rem~nt syate•. Pursuant to auch an lnv~atl9ation. the 
dl~laton shall, !r~ t1Ne to t\me. deter•ln• upon an ~ctuarial 

basls th~ condition o! the aytlem and ahall report to the 
~eneral aaaembly ita find1nqa and r~commendationa. 

d. ANNUAL VALUATION OF ASSETS. The divlalon ah•ll cauae 
an annual actuarial valuation to be ~de or the aaa~ta and 

li•btlitiea of the ayatem and shall prepare •n annual 
atatem~nt of the aeounts to be contributed under this chapter, 

and ahall publish annually such valuation of the aaaeta and 

liabillttea and the statement of receipts and dtsbur••~enta of 
the ayate~. B•aed upon the actuartal methods and •saumptions 

adopted by the board for the annual valuation, the division 
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shall c~rtlfy to th~ qov~rnor the contrlbutton rate~ 

d~tef~tned thereby as the rates necessary and sufflC\ent for 
~embers and e~ployers to fully fund th~ beneftts •nd 

retire~~nt allowances beinq credtt~d. 
~- IKVE9tMENTS. The dtvt,lon. throuqh the ch1rf 

1nvrstment oftlcer, shall tnvest, an accordanc~ Wlth the 

1nvest~ent poltcy and qoal state~ent establ1shed by the board, 
th~ portion Of th~ retir~ment fund WhiCh, in the judqment Of 

the diviaton, is not needed for current payment of b~nefits 

~nd•r thia chapter aub}~Ct to the require~enta of aection 
97B.7A. 

6. OLD RECORDS. The divis1on may destroy or dtspos~ ot 

auch ort9inal reports or recorda aa have been properly 

recorded or su~artz~d tn th~ per~nent records of the 
d1vlsion and are deemed by th~ chi~t ~xecuttv~ olftc~r lobe 

no lonqer neceaaary to the proper ad~tnlstration of th~s 

chapter. The destruction or diapositlon ahall be made only by 
o!der of the chief ex~cutive officer, Recorda or deceased 
~embers of the system ~y be destroyed ten years after the 
later of the ttnal pay~ent made to a third party on b~half of 
tne •e~ber or the d~ath of the ~•~her. Any ~oneys recetved 

ft~ the diaposltion at these recorde ahall be deposited to 

th~ credit ot the retire~ent fund eubj~ct to rules ~dopted by 
the division. 

1. IMMUNfTY. The division, e~ploy~r• of the di~lston, th• 
board. the me~ers of the board, and th• treaaurer of ~t~t• 

are not peraon•lly !table tor action• or ~~•~1ons under tnts 
chapter that do not 1nvolve ~~licioua or wanton ~isconduct 

even if thoae •ct1ona at omlas1on& v1olate th~ stand•rds 
established in section 97B.7A. 

9ec. 10. Section 978.7, Code 1001, ls •mend~d by str1k1n9 

the aectton and tnaertinq tn lieu thereat lh~ followinq: 

978.7 FUND CREATED·- EXCLUSIV! BENEFIT-- STANDING 

APPROPRIATIONS, 
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1. Th@re tS hereby cr@ated as a special fund, se~rate and 
apart from all other public moneys or funda of this state, the 

~lova Publtc ~ployeea' Retlre•ent Pund•, hereafter called the 

"retirement fund~. The rettre•ent fund shall con118t of all 

moneys coll@cted under this chapter, to9ether with all 

interest, dtvtdenda, and rents thereon, and shall also include 

all aecurlttea or invest•ent incoce and oth@r assets •cquired 

by •nd through th@ use of the moneys belon91nq to the 
rettrement fund and any other moneys that h•ve been paid tnto 
th@ retirement fund. 

2. The treasurer of the state of Iowa is her@by made the 
custodtan of the ret1remrnt fund and shall hold and dtsburse 
the ret1re~ent fund ln accordance with the require~enta of 

thts chapter. As custodian, the treasurer shall be authorlzed 
to dtsburae Moneys in the retirement fund upon warrants drawn 
by the dtrector of revenue and finance pursuant to the order 

of the dlvt&ion. The treasurer shall not select any bank or 

other third party for the purpose• of lnvest~ent asset 
sa(ekeeplnq, other custody, or settlement services without 
prior conaultation with the board. 

1. All ~oneya whtch are patd or depoelted tnto the fund 

are appropriated and eade available to the dlvls1on to be used 

for the exclusive beneftt of the ee~ers and their 

beneftctarles or contln9ent annuitants as provlded in thts 

chapter: 
a. To be used by the dtvtsion for the payment of clatma 

for benef:ts under this chapter. 
b. To be used by the dtvision to pay refunds provided for 

in this chapter. 
c. To be used for the coats of adelnlater1nq the ayate~. 

includtnq up to S50,000 per f1acal year for actual and 

necessary expenses of the beneftta advtaory c~tttee. If as 

a result of action ~nder sect ton 8.31, the qovernor has 
reduced the moneys appropr1ated fro~ the retire~~nt fund to 
the division for salAries, support, maintenance, and other 
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operational purposes to pay the costa of the system for a 
flsc11 year, tt ls the intent of the general assembly that the 

amount by vhlch the appropriation has been reduced should be 

transferred from the retitement fund to the dtvtston for 
salarte&, support, mainten1nce, and oth~r operattonal purposes 

to pay the costa of the syate~ for that f1scal year. 
d. To be used to pay for tnvestment manaqe~ent eKpenses 

jncurred tn the ~ana~e~ent of the rettrement fund. EKpenses 
tncurred pursuant to thts para9raph shall be charqed to the 
1 nvestr.ent 1 nco111e of the ret i ntment fund. However. the af".ount 
approprlated for a fiacal year under thts paraqraph shall not 
exceed four-tenths of one percent of the ~arket v1lue of the 

ret1re111ent fund. 
Sec. 11. NEW SECTION. 978.7A rNVtSTMENT AND MANAGEMEN7 

OF RETIREMENT FUND -- STANDARDS -- IMMUNITY. 
1. INVESTKtNT AND lNVESTfi!ENT POLICY STA.NDAROS, t n 

establtahin9 the tnvest~ent poltcy of the reltrement fund and 

provldtnq for the investment of the ret1re~ent fund, the 
divis~on and board shall do the follow1n9: 

a. Exercise the Judq~ent and care, under the circumstances 

then prevatlinq, wh1ch persona of prudence, discret1on, and 

intell19ence exercise ln the management of their own affatrs. 
not for the purpose of apeculat1on, but wtth reqard to the 

per~1nent disposition of the funds, constdertn9 th• probable 
incotnr, as well as the probable safety, of their capttal. 

b. Give approprtate consideration to thos• facts and 
circumstances that the d1vialon and board know or should know 
are relevant to the part1c~lar tnvestment or tnveatment policy 
1nvo1ved, ~ncludlnq the role the 1nvestment plays in the total 

value of the rettrement fund. 
c. For the purposes of this subsection, appropttate 

consideration includes, but is not luuted to, a determtnat ton 

that the particular tnveatment or tnvest~Pnt policy 1& 
reasonAbly des19ned to further the p~rposes of the syate~. 
taktnq tnto considerat1on the ruk of loss and the opportunity 
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for qain or tncom~ associat~d with th~ invest~~nt or 
inv~atment policy and conatderation of the followtnq factors 

aa ~hey r~late to th~ retir~ment fund: 
ill Th~ compoaitton of th~ retir~~ent fund witn r~q•rd to 

dtv~rstftcation. 

121 The ltqutdity and curr~nt return of the tnv~atm~nta tn 
the rettre~ent fund r~lattve to the •nttc1pated cash flow 

requirements of the ayste~. 
tl) The project~d return of the inv~ataents rel•tive to 

the fundinq Ob}~ctlves of the retlreaent system. 
2. INVESTMENT ACOUISITIOHS. Nlthtn the ltantationa ot th~ 

tnveat~ent etandards pr~acribed in thia section, the syate• 
may acqutre and retatn ~very kind of property and every ktnd 
of 1nv~stm~nt which persona of prudence. diacretion, and 

lntelltq~nce acquir~ or retain tor thetr ovn account. 

Consistent wtth thls section, lnveat~enta shall b~ ~•de in 1 
manner that will enh•nce the economy of thta state, and tn 

parttcular, will result in increased e~ploy»ent of the 

resident• of this at•te. Inveateenta of moneys in the 

rettre~ent fund are not subject to sections 73.1S throuQh 

7J. 21. 

J. LIABILITY -- RElMBURSEJIENT. Except as provided tn 
section 97B.4, auba~ctton 7, if thee~ is loss to the 

ret i re•ent fund, the treasurer of' state, the division, the 
employe~• of the division, the ae~bera of the board severally. 
and th~ board ar~ not personally liabl~, and the loss ahall b~ 

charqed aQainat the rettrement fund. There ia appropriat~d 

fro. the rettre~~nt fund, the a~ount requir~d to cover a loas. 

4. INVESTMENT PROCEDURES. Jn rnanaqtnq the investment of 
the rettr~ent fund, the division, tn accordance with the 

tnveatm.nt policy establiah~d by the board, 1& authorizrd to 

do th~ followinq: 

•· To sell any s~cur1ties or other property ln the 
retlre~ent fund and r~tnvest th~ proceeds when such actton nay 
be d~emed ~dvieabl~ by th~ divialon for th~ prot~ction of the 
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r•ttrrment fund Or the pr~servattOn or the V3JUe Of the 

inv•st•ent. Such sal~ of securities or other property of the 
r~ttre~~nt fund and r~inveat~ent shall only b~ made tn 

•ccordance with poltcies of the bo•rd In th~ ~•nner •nd to the 
~xtent provided in th1s chapter. 

b. To subscribe for the purchas~ of s~curtttes for future 

de~tvery in anttc1pation of futur~ tncome. The securtttes 

shall be pa1d for by antiCipated inco~~ or from funds from the 
sale or s~curitie& or other property held by th~ retir~ment 

t'und. 

c. To pay for aecurtti~s directed to b~ purchaa~d upon the 
rec•tpt of the purchastnq ban~·a paid state~~nt or paid 
conf1r~ation of purchase. 

~. TRAVEL. tn thr administration of the 1nvestment of 

~oneys in the retire~ent fund, e~ploy~~g ot th~ divtaton and 

~e~bera ot' th~ board ~ay travel outside th~ stat~ for the 

purpose of ~e~tinq wtth 1nveat•~nt !tr•• and consultants and 
attendtnq conrerenc~s and meetlnqa to fulftll thetr fiduCiary 

responslbiltties. This travel is not subject to sectton 

421.38, subsection 2. 

Sec. 12. NEW SECTION. 978.8A INVESTMENT BOARD. 
1. BOARD ESTABLISHED. A board is rat•bllshrd to br known 

•• the "Jnv~at111ent Board of th~ Iowa Public Ec!ploye~s· 
RetlrelllPnt System"", r~ferred to In this Chapt~r as the 
•board~. The duti~s ot' th~ board •re to eat•blt5h policy, and 
revtew its inpl~~entatton, in ftltt~rs relattng to the 

inve&t•~nt ot th~ retiren~nt fund. The board shall be the 
trust~~ of the retlre~ent fund. 

2. INVESTMEtfT REVIEW. •· At l•ast annually the board 
shall revtew the tnveatmrnt policies and proc~dures us~d by 

th~ board and division, and shall hold a public mrettnq on the 

investment policies and inveat~ent p~rformanc~ of th~ 

rettr~•ent lund. Followinq its r~view and the publtc m~ettnq, 
the board shall, pursuant to the r~quirementa or sectton 
97B.7A, and in consultatton with the chief tnvestment officer 
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and other relevant personnel of the dtvtaion, e•t•bliah an 
invest~ent policy and qoal atate~ent that shall direct the 

tnvest~ent activlttes concernlnq the retlreftent fund. 

b. The board shall revtew and approve, prior to the 

execution of a contract with the dtvision, the htrinQ of each 

tnveat~ent ~anaqer and investment consultant outside of state 

qovern~ent. 

c. The board shall be involved in the performance 

evaluatton of the chtef iRVeatment officer. 
J. ACTUARIAL RESPONSIBILITIES. 
a. The board shall select the actuary to be ~ployed by 

the aystem aa provided tn section 97B.C. 

b. The board shall, in consultation with the chief 
executive officer, the actuary, and other relevant personnel 

ot the diviaton, adopt from time to ti~e ~ortality tables and 
all other necessary factors tor uae in actuarial calculattons 
r&quired tn connect1on with the ayste•. The board shall also 

adopt the actuarial •ethoda and assu.ptlons to be used by the 
actuary for the annual valuation of assets aa required by 

sectton 97Y.4. 

4, ~EMBERSHIP. 

a. The board shall cona1at of eleven ee~bers, 

seven votlnq members and four nonvottnq ~e•bers. 

eembera shall be as follows: 

includtnq 
The VOllnQ 

tl) Three public ~embers, appotnted by the 9overnor, who 
are not ~•~bera of the system and who each have substantial 
institutional inveat~ent expertence or substantial 

institutional financtal experience. 
(2) Three Me~bers, appointed by the qovernor, who are 

ne~era of the syste~. Prtor to the appoint~nt by the 
qovernor of a member of the board under this subparaqraph, the 

benefits advisory com&ittee shall au~lt a slate of at least 

two nontnee& per position to the qovernor for the qovernor'a 
consid~ration. The qovernor is not required to appoint a 

~ember fro~ th~ slate sub~itted. Of the thr~e members 
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appointed, one shall b~ an acttve ~ember who 15 an employee o! 
a school district, area education aqency, or merqed •rea: one 

shall be an •ctlve member who is not an employee of • ~chool 

district, area education aqency, or m~r9ed area; and or.e shall 

be a r~ttred menber of the system. 

(l) The treasurer of state. 
The nonvot1nq members or the board sha!l be t~o state 

repre&entatives, one appointed by the spe•k~r uf the house of 
representatives and one by the ~tnority leader of the houae, 
and two alate senators, one appo1nted by the maJority leader 
of the senate and one by the mtnority leader of the senate. 

b. Four vot1nq members of the bOard &hill c3nat1tute a 

quorum. 
c. The three me~bera who have substantial inst1tut1onal 

lnveat~ent expertence or substant1al inatltut~onal f1nanc1al 
expertence. and the ~e~ber who 1s a retired member ot the 
ayste~, shall be pa1d their actual expenses tncurred 1n the 
perfor=ance of their duties and shall receive a per dle~ as 

specified tn aection 7£.6 for each day of service not 
exceedlnq forty days per year. Legislative ~e~bers shall be 
paid the per die~ and expenaes spec1t1ed tn section 2.10. for 

each day of servtce. The per dte~ and expenses of the 

le91slattve members shall be paid fro~ funds appropriated 
under section 7.12. The me~bers who are activ~ me~ber& of thr 
ayste~ and the treasurer of state shall be paid their actual 
expenses incurred in the perfornance ot their duttes as 
~embers of the board and the performance of thetr duti~s •• 

~e~bers of the board shall not affect thetr salaries, 
vacat1ons, or leaves of absence for sickness or injury. 

d. The appolnt1ve ter~a of the m~mbers appo1nt~d by the 

qovernor are for a period o! aix years be9inn1nq and end1n9 as 

prov1ded in sectton 69.19. If there is • vacancy 1n the 

Membership of the board for one of the members appointed by 
the qovernor, the 90vernor haS the power Of appolnt~ent. 

Gubernatorial appo1ntees to this board are subject to 

conflrNation by the senate, 
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S. CLOSED SESSIONS. Jn addltton to th~ r~aaona provid~d 

1n s~ction 21.~. subsection 1, th~ board may hold a cloa~d 

s~ss1on pursuant to th~ r~qu1re~ent1 of s~ct1on 21.~ of that 

portion of a board ~~etinq 1n which financ1al or co~~rc1al 

1nforMat1on 18 provided to or diacuaa~d by th~ board 1f the 

board d~termin~s that discloaure of such infor~tion could 

result 1n • loss to the systeM or to th~ prov1d~r of the 

informat1on. 

Sec. 13. N£W SECTION. 978.88 BENEFITS ADVISORY 

COKMITT!~. 

1. COMMITTEE ESTABLISHED. A benefit& adv1aory c~lttee 

shall b~ ~atabliah~d whose duty ia to consider and ~ke 

r~commendations to the division and the 9eneral aa•~~bly 

concerninq the provlaion of b~n~!ita and aervices to ~embers 

of the syatem. 

2. MLKBERSHJP. The benef1ta advisory comnittee ahall be 

compr1sed of representatives of conatituent qroups concerned 

with the syst~~. and ahall include representative• of 

employers, activ~ ~embera, and retired ·~~bera. In add1tion, 

the d1rector of the de~rtment of prraonnel and a me~ber of 

the publ1c aelected by the vot1nq me•bers of the comMitte~ 

shall serve as mambers of the co~ittee. The divlslon shall 

adopt rules under chapter 17A to provide tor th~ selection of 

~e~bera to the committee and the election of the votinq 

members of the co~ittee. 

J. VOTING MEMBERS. or the meMbers who c~priae the 

comm1tt~~. nine m~mbers shall be votinq m~~rs. Except •• 

oth~rwlse prov1ded by this aubsection, the votinq -.sb~rs 

&hall be elected by the me~bera of the co~ittee frOft the 

eemberahlp of the co~ittee. or the n1n~ votlnq •ember• of 

the co~ittee, four ah•ll repreaent covered ~mploy~ra, and 

four shall represent the member• of the ayate•. Of th~ four 

vottnq members r~preaentinq ~mployera, one ahall be th~ 

d1rector of the de~rtment of p~rsonn~l, one shall be a me~ber 

of a conatttuent qroup that repreaenta citiea, one shall b~ a 
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~~mber of • constitu~nt qroup that represents counties, and 

one shall be a me~b~r of a constitu•nt qroup that represents 

local school dlstr1cts. Of th~ four votinq members who 

repr~aent members of the ayst~m, one shall b~ a me~ber of a 

constituent qroup that r~prea~nta t~achers. Th~ n1nth votinq 

~ember of th~ C~1tt~~ shall b~ a cit1zen who 1& not a ~ember 

of the syst~m and who is ~l~ct~d by th~ other vot1nq memb~rs 

of the committ~•· 

4. DUTIES. 

a. At leaat every two yeara, the benefits adv1sory 

comaittee shall rev1ew the b~nefltS and s~rvtc~s provtd~d to 

~~mbera under this chapter, and the vot1nq memb~r• of the 

c~ltt~e shall ~ake recomm~ndatione to th~ divis1on and the 

q~neral assembly concerninq th~ servic~s provid~d to m~mb~rs 

and the benefits, benef1ta policy, and ben~fit qoala, provid~d 

under th1s chapter. 

b. The benef1ta advisory c~itte~ ahal! be tnvolved in 

the p~rformance ~valuatton of th~ chief benefits officer. 

c. Upon the ~xpiration of th~ term of office of or a 

vacancy concerninq one of the three ~e=b~ra of the investment 

board descrtbed in aection 978.8A, subaectton 4, paraqraph 

•a~, aub~r•qr•ph (2), th~ votinq members of the committe~ 

shall sub~it to the ~overnor the names of at l~ast two 

nom1ne~s who meet the require~ents specified 1n that 

subparaqraph. The qovernor NY appol nt the member from th~ 

list submitted by th~ com.itte~. 

S. TERKS Of VOTING MEMBERS. Exc~pt for the director of 

the department of personnel and as otherwtae provided 1n th~ 

rul~a for the initial selection ot votinq members of the 

cnmm1tt~~. •ach ~~~~~b~r selected to be a vottnq memb~r shall 

serve aa a votlnq me~ber for three yeara. T~r~& for votinq 

memb~rs b~qin on ~y 1 tn th~ y~ar of select1on and ~xp1r~ on 

April 30 1n the y~ar of ~xp1r•tlon. Vacancle& &hall be flll~d 

in the same •anner as th~ or1qinal ael~ctions. A vacancy 

ahall be filled for the unexpJred t•r~. 
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6. EXPENSES. The IIPIIIbera who ar• not actiVP mer!lbPra o! 
the ayatera shall be pa1d their actual expenses incurred in the 

perfor11ance o! their dut1es and shall rece1ve a per d1e~ •• 
specified 1n aection 7£.6 for each day o! serv1ce not 

exceedinq forty days per year. The ~e~bera who ~re act1ve 
me11bers of the syate~ and the d1rector of the depart~ent of 

personnel shall be paid the1r actual expenses incurred in the 

perfor~ance of their duties as me~bprs of the CORm1ttee and 

the pe-r!or~ance of the1r duties ~• ~embers of thP C~1ttee 
ahall not affect their aalariea, vacat1ona, or leaves of 
absence for s1cknesa or injury. However, the beneftta 
advtsory committee shall not 1ncur any addit1onal expenses in 
fulflllin9 ita duties as prov1ded by thla aect1on witho~t the 

express wr1tten authorlty of the ch1ef executive off1cer. 

Sec. 14. Section 97B.20A, code 2001, u araended to read as 

follova: 

97B.20A APPEAL PROCEDURE. 

"•~bers and third-party payeea may appeal any decision rnade 

by the dep•~t•e"t d1vislon that affects their ri9hts under 
thlS chapter. The appeal shall be !1led with the depert~e"t 

division w1thln thirty days after the not1fication of the 
dec1s1on waa ~ailed to the party's last known rna!ltn9 address, 
or the- decuion o! the depert•ent division is tina.l. H the 

party appeals the dectaion of the depart~e"t diviaion, thP 

~epert~e"t div1slon shall conduct an internal revtew of the 
dec1slon and the chief be"eftts executive off1cer shall nottfy 

the individual who has filed the appeal in \H1t1n9 of the 
depert~e"t~a dlvis1on'a decls1on. The individual who has 
file-d the appeal =ay f1le an appeal of the ~epert~ent~s 
divis1on'a final deciaion with the depart~e"t division under 
chapter 17A by not1fy1nq the depert~e"t division of the appeal 

ln wrtt1nq withln th1rty days after the notification of its 
ftnal decis1on was mailed to the party's last known matlinq 
address. Once not1fied, the depertae~t diviaion shall forward 

thr appeal to the department of inapecttons and appeals. 
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Sec. 1~. Sectton 978.2~. Code 2001, is •~ended to read as 

follows: 
97B.2S APPLICATIONS rGR BEHErtTS. 
A representat1ve deaiqnated by the ch1ef be~et~~s execut1ve 

off1cer and referred to in th1a chapter as a retirement 
benef1t& officer shall promptly eaamine appl1cations for 

retirell'.ent benefits and on the basts of facts found shall 

determ1ne whether or not the cla1~ is valtd. If the clat~ 1s 
valid, the retirement beneftta off1cer shall send d 

noti!1cation to the ~e11ber atattnq the optton the me-rnber has 
selected pursuant to sect1on 97B.Sl, the ~ontn wtth respect to 
wh1Ch benef1t& shall co~ence, and the ~nthly ben~!lt amount 
payable. tf the clat~ 1a invalid, the retire~ent benef1ta 

officer shall promptly not1fy the app~1cant and any other 

intereste-d party of the declJlon and the reasons. A 

ret1rernent application shall not be amended or revoked by the 

Me~ber once the f1rat retire~ent allowance 1s pa1d. A 
~•~ber'a death durlnq the f1rat ~nth of entitlement shall not 

lnvaltdate an approved application. 
Sec. 16. sect1on 2S7B.20, aub&ectlon 4, Code 1001, &S 

aMended to read as !ollowa: 
4. In any investments authorized for the Iowa publ1c 

employees' ret1rement syatern tn sectton 91BTh-sabseet2on-l,. 

pa~aqraph-•bw ~· except that inveat~ent in co~on stocks 

shall not be penutted. 
sec. 17. Section 411.7, subsection 2, Code 2001, 1s 

a~ended to read a& followti: 
2. The aecretary of the board of trustees shall 1nvPat, in 

accordance wlth the lnvest~ent poltcy e&tabltshPd by the board 
ot truateea, thP portion of the fund established 1n sectton 

411.8 which in the )udq~ent of the board is not needed !or 
current payment of beneftts under thlS chapter 1n investments 

authorized in section 91871,.-sabseetto"-lr-pareqraph-~b• 
97B.7A, for moneys 1n the towa publtc eraployees· reotue!l'ent 

fund. 
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Sec. 18. Sect10n 602.9111, subsect1on 1, Code 2001, l& 

•mended to read aa follows: 
1. So much of the judicial retireaent tund aa uy not be 

neceas•ry to be krpt on h,;r,nd tor the m.k1nq of dlsbursemrnta 

~nder this art1cle sh•ll be lnveatrd by the treasurer of at•te 
in any 1nveatmenta author1aed for th• Iowa publ1c e~ployees' 

retire~ent syate~ in section 91BTJ?-8~bsre~t~n-ir-pe~••~•ph 
•b• 97D.7A, and the earntnqa therefro. shall be credited to 

the fund. The treasurer of state may execute contr•cta and 

aqreementa with invest~ent advisors, consultanta, and 
inveat~ent ~naQeeent and benefit consultant firma 1n the 

ad~lniatratlon or the judicial retire~ent fund. 

Src. 19. INVESTMENT BOARD TRANSITION. 
1. Notwithstand1nq prov11lona or section 978.8A, aa 

enacted 1n this Act, to the contrary, the new investment board 
of the Iowa public employees' retire11ent ayatem shall, on July 
1, 2002, constat of the followinQ merabers, who shall serve the 

tollow1nq tertlla: 
a. The ~e~bers of the inveat•ent board established under 

section 978.8. Code 2001, who are an active ~mber who 1& an 

eNployee of a school district. area education aqency, or 
~nerqed ,;r,rea: an act1ve member who is not an e~nployee of a 

school district, are,;r, education aqency, or merqed area: and • 
retired •ember, shall cease me•berahip on the lnvest•ent board 
and coMmence met~~bership on the new investMent board 
eatabliahed under section 978.8A on July 1, 2002. The terms 
of these ~ne11bera on the investment board eatabll&hed under 

aection 97B.8A shall expire on the sa~e date aa their ter111 
would h,;r,ve expired on the investment board in ,;r,ccordance with 

section 978.8, Code 2001. 
b. The me~bers of the Investment board eatabl1ah~ under 

section 978.8, Code 2001, vho are an executive of a doceattc 

11fe insurance company, an executive of a atate or national 
ban~. and an executive of an 1nduatrial corporat1on located 

within the atate of Iowa, shall cease ~e~berahlp on the 
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tnveatm•nt board and co~rnce ~rmber&htp on the new investment 

bOard eat,;r,b1ished under section 978.8A on July 1, 2002. The 
terns of thrae members on the new invrstment board e&tabltshed 

under aect1on 978.8A sh,;r,11 exptre on the same date as thetr 

terns would have expired on the lnveat~ent board in accordance 
with section 97H.8, Code 2001. Upon expirat1on of each of 

these ~e•ber's term of office. the 90vernor shall appoint a 

member to the board conaiatent with the requirements of 
section 978.8A, subsection 4, paraqraph ~.~. aubparaqraph {1). 

c. The ~e~era of the 1nvestment board established under 
section 979.8, Code 2001. who are leq1alative member& shall 

cea5e membership on the investment board and co~ence 

membership on the new 1nveatt11ent board establ1shed under 

section 97B.8A on July 1, 2002. Two additional leqlalatlvr 
~e~bers shall be appointed and conmence ~•~ber&hlp on the new 
investment board on July 1, 2002, as provided in sect ton 
97B.8A aa enacted 1n thla Act. The terms or the~e members 
shall expire at the pleasure of the appo1nt1nq authorltle& as 

provldrd in section 97B.8A, as enacted in this Act. 
d. The dlr•ctor of the depart~ent of personnel shall cease 

~emberlhlp on the inveat~ent board eatabltahed under section 

978.8, Code 2001, on July 1, 2002. The tre,;r,sure-r of state 
shall commence membership on the new tnveatmrnt board 

established under section 978.8A, and ah,;r,ll serve on thr board 
as provided in a~ction 978.8A. aa en•~t•d tn this A~t. 

2. Initial appointments by the qovernor under thta section 
are subject to confirmation by the senate. It a vacancy 

occurs as to a meMber of the tnvest~ent board eatabltshed 

under aectton 97B.8A who is appo1nted by the qovernor prior to 
the exp1ration of a term as prov1ded ln thla section, the 
qovernor ah,;r,ll appoint a met~~ber to serve the rema1nder of the 

term so that the membership requirements o! sect1on 978.8A, as 

enacted tn thil Act, are fu1fllled, and the ,;r,ppointment sh,;r,ll 
be subJeCt to conflrmatton by the senate. Upon the exp1ration 

ot a term establ1ahed In this section, • member shall be 
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appo1nted in th• ~nner and for 1 ter~ of aprvlce ae specif1ed 
in aect1on 97B.8A, as enacted in thl& Act. Except aa 

otherw1ae provided in thla section, the 1nvestment board 
eatabl1shed under th1a aectlon shall be aub,ect to the 

requ1re~ents ot section 97B.BA, as enacted in thia Act. 

Sec. 20. BENEFITS ADVISORY COMMITTEE TRANSITION. 

1. Effect1ve July 1, 2001, and notwlthatandlnq provis1ons 
of sect1on 978.88, aa enacted 1n thia Act, to the contrary, a 

transition benefits advisory c~ittee shall b• created and 

shall cona1st of the follow1n9 votlnq •embers: 
•· A member repreaentinq the Iowa atate edocation 

association. 
b. A me~ber repreaentinQ the Iowa aaaociat1on of cocmun1ty 

colleq• trustees. 
c. A member repreaentlnq the school a~in1atratora of 

Iowa. 
d. A member repreaentinq the Iowa asaoclatlon of achool 

boards. 
e. A ~ember representinq the ret1red school per&onnel 

assoc1at1on. 
f. A me~ber repreaentinq the atate pollee officers 

counc1l. 
q. The d1rector of the depart~ent of personnel. 

h. A me~ber repreaent1n9 the lPERS' improvement 
a&S0Clo1t10n. 

1. A member repreaentinQ the ~er1can federat1on of state, 
county, and ~un1cl~l employees. 

). A member repreaent1n9 the Iowa state aheriffa' and 

deput1ea' association. 
k. A ~ember representinq the Iowa state association of 

count1ea. 
l. A ~ember repres•nt1nq the Iowa l•aque of cities. 
~. A me~ber repreaentinq the Iowa aasociat1on o£ ch1efs of 

pol1ce and peace off1cera. 
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n. A member of the publ1c wlth subatantial pension 
benef1ts experience as selected by thP ch1ef benefitS offlcer 
of the Iowa public employees' retirem•nt system. 

o. A member repreaentinq the department ot ~anaq~~ent. 

2. By July L 2002, the trans1t1on beneflts advuory 

committee shall issue • r~port to th~ low• publtc •~ploy•es' 
r•tirement syste~ divtsion concern1nq the rules to b~ •dopted 

by the d1v1sion qovernlnq the beneflta advuory coi'I/T'.ltte• as 
provided in sect1on 978.88, •s enacted 10 th1a Act. The rul~s 

should includ• provis1ons qovernlnq ~he sel~ctton o~ ~~mbera 

o! ~he co~ittPe, the s~lection of votinq me~bers ot the 

co~lttee, and any other provisions dee~ed necessary !or 
eatablishlnQ t~e benefits adv1aory co~ittee consls~ent with 

the requlrem•nts of a•ction 978.88. 
l. The tranattion ben•£ita adv1aory co~Jttee shall be 

duaolved by July 31, 2002. 
S•c. 21. AMENDMENTS CHANGING TERMlNOLOGV ·- OlRP.CTIVES TO 

CODE EDITOR, Exc~pt aa Othetwlse prov1ded Jn lh1a Act, the 
Iowa Code ed1tor lS d1rected to atrilt~ tho words ·d~partment·· 

•departlll•nt of personnel", and "department's"' and 1naert the 
worda "'d1v1slon" and "dlvl&lOn's" wherever the word 
•dep-artment", "department of personnel", or ··department's" 

appe•ra in chapt~r 97B of the Iowa Code and the reference to 
"dep•rtrn~nt", "departa~ent of peraonn•l", or "'departrr.ent"s" 

means the department of peraonnel unl~ss • contrary !nt•nt 1& 

clearly ev1d•nt. 
Sec. 22. ADMINISTRATIVE RUL!S. To the extent not 

incons1atent with this Act, the admin1strat1ve rul~s 

pro~olq•ted and adopted by the dep.art~ent ot personnel 
concern1nq the Iowa public employees' ret1r•ment syst•m pr1or 
to July 1, 2002, ah•ll be the rul~a of thP lo..,a pubhc 
employees' retire~ent system div1s1on and shall rematn in 
eff•ct on and after July 1, 2002, 9UbJeCt to the authooty of 
the d1vla1on to ~od1fy or chan9e the rules pursuanl to Iowa 

Code chapter 17A. 
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Sec. 23. Sections 978.5, 978.6, 978.8, 978.57, 978.59, 
978.60, 978.61, 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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