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1 1 Section 1. Section 12.8, unnunbered paragraph 3, Code

1 2 2001, is anmended to read as foll ows:
1 3 The treasurer of state, with the approval of the investment
1 4 board of the lowa public enployees' retirenent system nmay
1 5 conduct a programof |ending securities in the lowa public
1 6 enployees' retirenent systemportfolio. Wen securities are
1 7 loaned as provided by this paragraph, the treasurer shall act
1 8 in the manner provided for investrment of noneys in the | owa
1 9 public enployees' retirement fund under section

—9/B7

— 97B. 7A.
1 10 The treasurer of state shall report at |east annually to the
1 11 investnent board of the lowa public enployees' retirenent
1 12 systemon the program and shall provi de additional infornmation
1 13 on the program upon the request of the investnment board or the
1 14 enpl oyees of the lowa public enployees' retirenent system
1 15 division of the departnent of personnel.
116 Sec. 2. Section 12B. 10, subsection 4, paragraph f, Code
1 17 2001, is anmended to read as foll ows:
118 f. Investnments authorized for the | owa public enpl oyees
1 19 retirenent systemin section

—9/B 4 —subsecti-on—2—paragraph
120

— 97B. 7A, except that investnent in comon stocks is not

21 permtted.

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

23 foll ows:

24 12C.5 REFUSAL OF DEPCSI TS PROCEDURE.

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

30 The treasurer of state may invest in any of the investnents
31 authorized for the lowa public enployees' retirenent systemin
32 section
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— 97B. 7A except that
1 33 investnent in common stocks shall not be permtted
134 Sec. 4. Section 12C. 10, Code 2001, is amended to read as
1 35 foll ows:
1 12C. 10 | NVESTMENT OF FUNDS CREATED BY ELECTI ON
The governing council or board, who by |aw have control of
3 any fund created by direct vote of the people, nmay invest any
4 portion of the fund not currently needed, in investnents
5 authorized in section 12B.10. The treasurer of state may
6 invest in any of the investnents authorized for the |owa
7 public enployees' retirenent systemin section

—9/B-+7-



— 97B. 7A except that investment in

9 comon stocks shall not be permtted. Interest or earnings

2
2 10 such funds shall be credited as provided in section 12C. 7,
2 11 subsection 2.

2 12 Sec. 5. Section 19A. 1, subsection 3, paragraph b, Code
2 13 2001, is anmended to read as foll ows:

2 14 b. The investnment board of the Iowa public enployees

2 15 retirement systemcreated by section

on

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

18 2. The several funds created by this chapter may be
19 invested in any investnents authorized for the lowa public

9

2

2 17 to read as follows:

2

2

2 20 enpl oyees' retirement systemin section

— 97B. 7A.

2 22 Sec. 7. Section 97B.1, Code 2001, is anended to read as

2 23 fol |l ows:

2 24 97B.1 SYSTEM CREATED ORGANI ZATI ONAL DEFI NI TI ONS

2 25 1. The "lowa Public Enployees' Retirenment Systeni is
2 26 created. The lowa public enployees' retirenent system

—is
2 27 division, a separate and distinct division within the
2 28 departnment of personnel, shall administer the system
2 29 2. As used in this chapter unless the context requires
2 30 ot herw se:
2 31 a. "Board" neans the investnment board created by section
2 32
—97B. 8
— 97B. 8A.
2 33 b. "Chief executive officer" neans the chief executive
2 34 officer of the lowa public enployees' retirenent system
2 35 division, notwithstanding section 7E. 2, subsection 3,
3 1 paragraph "c", subparagraph (1).
3 2 c. "Committee" neans the benefits advisory conmittee
3 3 created by section 97B. 8B
3 4
—b-
—d_ n
—Departrent-
— Division" neans the
—departrent—of
3 5

— lowa public enployees' retirenent system division
3 6




3 7
—personnel—
8
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"System means the lowa public enployees' retirenent
system

Sec. 8. NEWSECTION. 97B.3A CHI EF EXECUTI VE OFFI CER
APPO NTMENT AND QUALI FI CATI ONS

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

2. The qualifications for appointnment as the chief
executive officer shall include a denonstrated know edge of
and executive-level experience in all aspects of pension fund
adm ni stration, including financial managenment, investnent
asset nmanagenent, benefit design and delivery, |ega
adm ni stration, and operations adm nistration. The chief
executive officer shall not be selected on the basis of
political affiliation, and while enployed as the chief
executive officer, shall not be a nenber of a political
committee, participate in a political canpaign, or be a
candidate for a partisan elective office, and shall not
contribute to a political canpaign fund, except that the chief
executive officer nay designate on the checkoff portion of the
state or federal incone tax return, or both, a party or
parties to which a contribution is nade pursuant to the
checkof f. The chief executive officer shall not hold any
other office under the laws of the United States or of this or
any state and shall devote full time to the duties of office.

Sec. 9. Section 97B.4, Code 2001, is anmended by striking
the section and inserting in lieu thereof the foll ow ng:

97B.4 ADM NI STRATI ON OF SYSTEM POWERS AND DUTI ES OF
DIVISION | MMUNITY.

1. CH EF EXECUTI VE OFFI CER. The division, through the
chi ef executive officer, shall adnminister this chapter. The
chi ef executive officer shall also be the division's statutory
designee with respect to the rul emaki ng power.

2. GENERAL AUTHORI TY.

a. The division may adopt, anend, waive, or rescind rules,
enpl oy persons, execute contracts with outside parties, nake
expenditures, require reports, make investigations, and take
other action it deens necessary for the administration of the
systemin conformty with the requirenents of this chapter,
the applicable provisions of the Internal Revenue Code, and
all other applicable federal and state laws. The rul es shal
be effective upon conpliance with chapter 17A

b. The division nmay del egate to any person such authority
as it deens reasonabl e and proper for the effective
adm nistration of this chapter, and may bond any person
handl i ng noneys or signing checks under this chapter.

c. In adnministering this chapter, the division shall enter
into a biennial agreenent with the departnent of personne
concerning the sharing of resources between the division and
departnment which are of benefit to each and which are
consistent with the mission of the division and the
departnment. The budget program for the division shall be
conpil ed by the departnment of personnel in collaboration with
the division and submitted by the departnent pursuant to
section 8.23.

3. PERSONNEL.

a. CHI EF I NVESTMENT OFFI CER. The chi ef executive officer,
followi ng consultation with the board, shall enploy a chief
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i nvestment officer who shall be appointed pursuant to chapter
19A and shall be responsible for administering the investnment
program for the retirenent fund pursuant to the investnent
policies of the board.

b. CH EF BENEFI TS OFFI CER. The chi ef executive officer,
follow ng consultation with the benefits advisory committee,
shal | enploy a chief benefits officer who shall be appointed
pursuant to chapter 19A and shall be responsible for
adm ni stering the benefits and ot her services provided under
the system

c. ACTUARY. The division shall enploy an actuary who
shall be selected by the board and shall serve at the pleasure
of the board. The actuary shall be the technical advisor for
the systemon matters regardi ng the operation of the
retirenment fund

d. DIVISION EMPLOYEES. Subject to other provisions of
this chapter, the division may enploy all other personnel as
necessary for the administration of the system The nmaxi num
nunber of full-tinme equival ent enpl oyees specified by the
general assenbly for the division for adm nistration of the
system for a fiscal year shall not be reduced by any authority
other than the general assenbly. The personnel of the
di vision shall be appointed pursuant to chapter 19A. The
di vision shall not appoint or enploy a person who is an
of ficer or committee menber of a political party organization
or who holds or is a candidate for a partisan elective public
of fice.

e. LEGAL ADVI SORS. The division may enpl oy attorneys and
contract with attorneys and legal firms for the provision of
| egal counsel and advice in the administration of this chapter
and chapter 97C

f. OUTSIDE ADVI SORS. The division may execute contracts
wi th persons outside state governnent, including investnment
advi sors, consultants, and managers, in the adnministration of
this chapter. However, a contract with an investnent manager
or investnent consultant shall not be executed by the division
pursuant to this paragraph w thout the prior approval by the
board of the hiring of the investnent nanager or investnent
consul tant.

4. REPORTS

a. ANNUAL REPORT TO GOVERNOR. Not later than the
fifteenth day of Decenber of each year, the division shal
submit to the governor a report covering the admnistration
and operation of this chapter during the preceding fiscal year
and shall nmake recommendations for amendnents to this chapter.
The report shall include a bal ance sheet of the nbneys in the
retirement fund. The report shall also include information
concerning the investnent managenent expenses for the
retirement fund for each fiscal year expressed as a percent of
the market value of the retirement fund investnent assets,
including the information described in section 97B.7,
subsection 3, paragraph "d". The information provided under
thi s paragraph shall also include information on the
i nvestment policies and investnent performance of the
retirement fund. In providing this information, to the extent
possi bl e, the division shall include the total investnment
return for the entire fund, for portions of the fund managed
by i nvestnent mamnagers, and for internally managed portions of
the fund, and the cost of managing the fund per thousand
doll ars of assets. The performance shall be based upon market
val ue, and shall be contrasted with rel evant narket indices
and wi th performances of pension funds of sinmilar asset size.

b. ANNUAL STATEMENT TO MEMBERS. The divi sion shal
prepare and distribute to the nenbers, at the expense of the
retirement fund, an annual statement of the nember's account
and, in such a manner as the division deens appropriate, other
i nformati on concerning the system
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c. ACTUARI AL | NVESTI GATION. During cal endar year 2002,
and every four years thereafter, the division shall cause an
actuarial investigation to be nmade of all experience under the
retirement system Pursuant to such an investigation, the
division shall, fromtine to tinme, determ ne upon an actuaria
basis the condition of the systemand shall report to the
general assenbly its findings and reconmendati ons.

d.  ANNUAL VALUATI ON OF ASSETS. The division shall cause
an annual actuarial valuation to be nmade of the assets and
liabilities of the systemand shall prepare an annua
statenment of the anpbunts to be contributed under this chapter,
and shall publish annually such valuation of the assets and
liabilities and the statenment of receipts and disbursenments of
the system Based upon the actuarial nethods and assunptions
adopted by the board for the annual valuation, the division
shall certify to the governor the contribution rates
determ ned thereby as the rates necessary and sufficient for
menbers and enployers to fully fund the benefits and
retirenent allowances being credited.

5. I NVESTMENTS. The division, through the chief
i nvestnment officer, shall invest, in accordance with the
i nvestment policy and goal statenent established by the board
the portion of the retirenent fund which, in the judgnment of
the division, is not needed for current paynment of benefits
under this chapter subject to the requirements of section
97B. 7TA

6. OLD RECORDS. The division nmay destroy or dispose of
such original reports or records as have been properly
recorded or summarized in the pernmanent records of the
division and are deenmed by the chief executive officer to be
no | onger necessary to the proper admnistration of this
chapter. The destruction or disposition shall be nade only by
order of the chief executive officer. Records of deceased
menbers of the system may be destroyed ten years after the
|later of the final paynent nade to a third party on behal f of
the menber or the death of the nenber. Any noneys received
fromthe disposition of these records shall be deposited to
the credit of the retirement fund subject to rul es adopted by
t he divi sion.

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

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

97B. 7 FUND CREATED EXCLUSI VE BENEFI T STANDI NG
APPROPRI ATI ONS

1. There is hereby created as a special fund, separate and
apart fromall other public nmoneys or funds of this state, the
"lowa Public Enpl oyees' Retirenment Fund", hereafter called the
"retirenment fund". The retirenment fund shall consist of al
moneys col |l ected under this chapter, together with al
i nterest, dividends, and rents thereon, and shall also include
all securities or investnent income and other assets acquired
by and through the use of the noneys belonging to the
retirement fund and any ot her nobneys that have been paid into
the retirenent fund

2. The treasurer of the state of lowa is hereby nade the
custodi an of the retirement fund and shall hold and di sburse
the retirement fund in accordance with the requirenents of
this chapter. As custodian, the treasurer shall be authorized
to di sburse noneys in the retirement fund upon warrants drawn
by the director of revenue and finance pursuant to the order
of the division.

3. Al noneys which are paid or deposited into the fund
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are appropriated and nade avail able to the division to be used
for the exclusive benefit of the menbers and their
beneficiaries or contingent annuitants as provided in this
chapter:

a. To be used by the division for the paynent of clains
for benefits under this chapter.

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

c. To be used for the costs of adm nistering the system
i ncluding up to $50, 000 per fiscal year for actual and
necessary expenses of the benefits advisory comrittee. |If as
a result of action under section 8.31, the governor has
reduced the noneys appropriated fromthe retirenent fund to
the division for salaries, support, maintenance, and ot her
operational purposes to pay the costs of the systemfor a
fiscal year, it is the intent of the general assenbly that the
anount by which the appropriati on has been reduced shoul d be
transferred fromthe retirement fund to the division for
sal ari es, support, mmintenance, and ot her operational purposes
to pay the costs of the systemfor that fiscal year.

d. To be used to pay for investnent nanagenent expenses
incurred in the managenent of the retirement fund. Expenses
i ncurred pursuant to this paragraph shall be charged to the
i nvestment income of the retirement fund. However, the anount
appropriated for a fiscal year under this paragraph shall not
exceed four-tenths of one percent of the market value of the
retirement fund

Sec. 11. NEWSECTION. 97B. 7A | NVESTMENT AND MANAGEMENT
OF RETI REMENT FUND STANDARDS | MVUNI TY.

1. I NVESTMENT AND | NVESTMENT POLI CY STANDARDS. In
establishing the investnent policy of the retirement fund and
providing for the investnent of the retirenment fund, the
di vision and board shall do the foll ow ng:

a. Exercise the judgnent and care, under the circunstances
then prevailing, which persons of prudence, discretion, and
intelligence exercise in the managenent of their own affairs,
not for the purpose of speculation, but with regard to the
per manent di sposition of the funds, considering the probable
income, as well as the probable safety, of their capital

b. Gve appropriate consideration to those facts and
ci rcunmst ances that the division and board know or shoul d know
are relevant to the particular investnent or investnent policy
i nvol ved, including the role the investnment plays in the total
val ue of the retirenent fund.

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

(1) The conposition of the retirenent fund with regard to
di versification.

(2) The liquidity and current return of the investnents in
the retirenent fund relative to the anticipated cash fl ow
requi rements of the system

(3) The projected return of the investnments relative to
the fundi ng objectives of the retirement system

2. I NVESTMENT ACQUI SITIONS. Wthin the linmtations of the
i nvest nent standards prescribed in this section, the system
may acquire and retain every kind of property and every kind
of investnent which persons of prudence, discretion, and
intelligence acquire or retain for their own account.
Consistent with this section, investments shall be made in a
manner that will enhance the economy of this state, and in
particular, will result in increased enploynent of the



residents of this state. |Investnents of noneys in the
retirenment fund are not subject to sections 73.15 through
73.21.

3. LIABILITY REIMBURSEMENT. Except as provided in
section 97B. 4, subsection 7, if there is loss to the
retirement fund, the treasurer of state, the division, the
enpl oyees of the division, the nmenbers of the board severally,
and the board are not personally liable, and the | oss shall be
charged against the retirement fund. There is appropriated
fromthe retirenent fund, the anpbunt required to cover a | oss.

4. | NVESTMENT PROCEDURES. | n managi ng the investnment of
the retirenment fund, the division, in accordance with the
i nvestnent policy established by the board, is authorized to
do the follow ng

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

b. To subscribe for the purchase of securities for future
delivery in anticipation of future income. The securities
shall be paid for by anticipated i ncone or fromfunds fromthe
sal e of securities or other property held by the retirenent
fund.

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

5. TRAVEL. In the admnistration of the investment of
nmoneys in the retirenent fund, enployees of the division and
menbers of the board nmay travel outside the state for the
purpose of nmeeting with investnent firnms and consultants and
attendi ng conferences and neetings to fulfill their fiduciary
responsibilities. This travel is not subject to section
421. 38, subsection 2.

Sec. 12. NEWSECTION. 97B. 8A | NVESTMENT BOARD.

1. BOARD ESTABLI SHED. A board is established to be known
as the "lInvestnment Board of the |Iowa Public Enmployees
Retirement Systent, referred to in this chapter as the
"board". The duties of the board are to establish policy, and
reviewits inplenentation, in matters relating to the
investnment of the retirement fund. The board shall be the
trustee of the retirement fund

2. INVESTMENT REVIEW a. At least annually the board
shall review the investnent policies and procedures used by
the board and division, and shall hold a public neeting on the
i nvest ment policies and investnent perfornmance of the
retirement fund. Following its review and the public neeting,
the board shall, pursuant to the requirenments of section
97B. 7A, and in consultation with the chief investnment officer
and ot her rel evant personnel of the division, establish an
i nvestment policy and goal statenent that shall direct the
i nvestment activities concerning the retirenent fund.

b. The board shall review and approve, prior to the
execution of a contract with the division, the hiring of each
i nvest nent nmanager and investment consultant outside of state
gover nnent .

c. The board shall be involved in the performance
eval uation of the chief investnent officer.

3.  ACTUARI AL RESPONSI BI LI TI ES

a. The board shall select the actuary to be enpl oyed by
the systemas provided in section 97B. 4.

b. The board shall, in consultation with the chi ef
executive officer, the actuary, and other relevant personne
of the division, adopt fromtinme to tine nortality tables and



all other necessary factors for use in actuarial calculations
required in connection with the system The board shall also
adopt the actuarial nmethods and assunptions to be used by the
actuary for the annual valuation of assets as required by
section 97B. 4.

4. MEMBERSHI P.

a. The board shall consist of nine nmenbers, including
seven voting nmenbers and two nonvoting nmenbers. The voting
menbers shall be as foll ows:

(1) Three public nmenbers, appointed by the governor, who
are not menbers of the system and who each have substanti al
institutional investment experience or substantia
institutional financial experience.

(2) Three nmenbers, appointed by the governor, who are
menbers of the system O the three nenbers appointed, one
shal |l be an active nenber who is an enpl oyee of a school
district, area education agency, or nerged area; one shall be
an active nenber who is not an enpl oyee of a school district,
area education agency, or nerged area; and one shall be a
retired nenber of the system

(3) The treasurer of state.

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

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

c. The three nmenbers who have substantial institutiona
i nvest ment experience or substantial institutional financia
experience, and the nenber who is a retired menber of the
system shall be paid their actual expenses incurred in the
performance of their duties and shall receive a per diem as
specified in section 7E. 6 for each day of service not
exceeding forty days per year. Legislative nmenbers shall be
paid the per di emand expenses specified in section 2.10, for
each day of service. The per diem and expenses of the
| egi sl ative menbers shall be paid fromfunds appropriated
under section 2.12. The nenbers who are active nenbers of the
system and the treasurer of state shall be paid their actua
expenses incurred in the performance of their duties as
menbers of the board and the performance of their duties as
menbers of the board shall not affect their salaries,
vacations, or |eaves of absence for sickness or injury.

d. The appointive terns of the nenbers appointed by the
governor are for a period of six years beginning and ending as
provided in section 69.19. |If there is a vacancy in the
menbershi p of the board for one of the nmenbers appointed by
the governor, the governor has the power of appointnent.
Gubernatori al appointees to this board are subject to
confirmati on by the senate.

5. CLOSED SESSIONS. In addition to the reasons provided
in section 21.5, subsection 1, the board may hold a cl osed
session pursuant to the requirenments of section 21.5 of that
portion of a board neeting in which financial or comerci al
information is provided to or discussed by the board if the
board determ nes that disclosure of such information could
result in aloss to the systemor to the provider of the
i nf ormati on.

Sec. 13. NEWSECTION. 97B. 8B BENEFI TS ADVI SCRY
COW TTEE.

1. COW TTEE ESTABLI SHED. A benefits advisory conmittee
shal | be established whose duty is to consider and nake
recommendations to the division and the general assenbly
concerning the provision of benefits to nenbers of the system

2. MEMBERSH P. The benefits advisory conmttee shall be
conpri sed of representatives of constituent groups concerned



14 17 with the system and shall include representatives of

14 18 enpl oyers, active nmenbers, and retired nenbers. |n addition
14 19 the director of the department of personnel and a nmenber of
14 20 the public selected by the voting nmenbers of the committee

14 21 shall serve as nenbers of the committee. The division shal
14 22 adopt rul es under chapter 17A to provide for the selection of
14 23 nenbers to the committee and the el ection of the voting

14 24 menbers of the conmittee.

14 25 3. VOIING MEMBERS. O the nmenmbers who conprise the

14 26 conmittee, nine nenbers shall be voting nenbers. Except as
14 27 otherw se provided by this subsection, the voting nmenbers

14 28 shall be elected by the nenmbers of the conmittee fromthe

14 29 nenbership of the committee. O the nine voting nenbers of
14 30 the commttee, four shall represent covered enpl oyers, and

14 31 four shall represent the nmenbers of the system O the four
14 32 voting nenbers representing enpl oyers, one shall be the

14 33 director of the departnment of personnel, one shall be a nenber
14 34 of a constituent group that represents cities, one shall be a
14 35 nenber of a constituent group that represents counties, and

4. DUTI ES.

15 1 one shall be a nenber of a constituent group that represents
15 2 local school districts. O the four voting nenbers who
15 3 represent nenbers of the system one shall be a nmenber of a
15 4 constituent group that represents teachers. The ninth voting
15 5 nmenber of the conmittee shall be a citizen who is not a nenber
15 6 of the systemand who is elected by the other voting nenbers
15 7 of the comittee.

8

9

a. At least every two years, the benefits advisory

15 10 conmittee shall review the benefits and services provided to
15 11 nmenbers under this chapter, and the voting nenbers of the

15 12 conmittee shall nake reconmendations to the division and the
15 13 general assenbly concerning the benefits, benefits policy, and
15 14 benefit goals, provided under this chapter.

15 15 b. The benefits advisory committee shall be involved in

15 16 the perfornmance eval uation of the chief benefits officer.

15 17 5. TERMS OF VOTI NG MEMBERS. Except for the director of

15 18 the departnent of personnel and as otherw se provided in the
15 19 rules for the initial selection of voting menbers of the

15 20 conmittee, each nenber selected to be a voting nenber shal

15 21 serve as a voting nenber for three years. Terns for voting

15 22 nmenbers begin on May 1 in the year of selection and expire on
15 23 April 30 in the year of expiration. Vacancies shall be filled
15 24 in the same manner as the original selections. A vacancy

15 25 shall be filled for the unexpired term

15 26 6. EXPENSES. The nenbers who are not active nenbers of

15 27 the systemshall be paid their actual expenses incurred in the
15 28 perfornmance of their duties and shall receive a per diem as

15 29 specified in section 7E. 6 for each day of service not

15 30 exceeding forty days per year. The nmenbers who are active

15 31 menbers of the system and the director of the departnent of

15 32 personnel shall be paid their actual expenses incurred in the
15 33 performance of their duties as nenbers of the committee and

15 34 the performance of their duties as nmenbers of the conmittee

15 35 shall not affect their salaries, vacations, or |eaves of

16 1 absence for sickness or injury.

16 2 Sec. 14. Section 97B. 20A, Code 2001, is amended to read as

16 3 follows:
16 4 97B. 20A APPEAL PROCEDURE.
16 5 Menbers and third-party payees nmay appeal any decisi on made
16 6 by the
—departrent

— division that affects their rights under
16 7 this chapter. The appeal shall be filed with the

—departrent-



16 8 division within thirty days after the notification of the
16 9 decision was nailed to the party's |ast known nailing address,
16 10 or the decision of the

—departrent
— division is final. |If the
16 11 party appeal s the decision of the
—departrent-
— division, the
16 12

— division shall conduct an internal review of the
16 13 decision and the chief

—benefits

— executive officer shall notify
16 14 the individual who has filed the appeal in witing of the
16 15

— division's decision. The individual who has
16 16 filed the appeal may file an appeal of the

—deparihent—s

16 17 division's final decision with the

— division under
16 18 chapter 17A by notifying the

— division of the appea
16 19 in witing within thirty days after the notification of its
16 20 final decision was nailed to the party's last known mailing
16 21 address. Once notified, the

— division shall forward
16 22 the appeal to the departnent of inspections and appeals.
16 23 Sec. 15. Section 97B.25, Code 2001, is anended to read as
16 24 foll ows:
16 25 97B. 25 APPLI CATI ONS FOR BENEFI TS.
16 26 A representative designated by the chief

—benefits

— executive
16 27 officer and referred to in this chapter as a retirenent
16 28 benefits officer shall pronptly exam ne applications for
16 29 retirenent benefits and on the basis of facts found shal
16 30 deternine whether or not the claimis valid. |If the claimis
16 31 valid, the retirement benefits officer shall send a
16 32 notification to the nmenber stating the option the nmenber has
16 33 selected pursuant to section 97B.51, the nonth with respect to
16 34 which benefits shall comence, and the nonthly benefit anount
16 35 payable. |If the claimis invalid, the retirenment benefits

17 1 officer shall pronptly notify the applicant and any other

17 2 interested party of the decision and the reasons. A

17 3 retirenent application shall not be anmended or revoked by the
17 4 nmenber once the first retirement allowance is paid. A

17 5 menber's death during the first nonth of entitlenent shall not
17 6 invalidate an approved application.

17 7 Sec. 16. Section 257B. 20, subsection 4, Code 2001, is

17 8 anmended to read as foll ows:

17 9 4. In any investnments authorized for the lowa public



17 10 enpl oyees' retirenment systemin section

—97B- 7 —subsection2-

17

11

— 97B. 7A, except that investnent in comon stocks

17 12 shall not be permtted.
17 13 Sec. 17. Section 411.7, subsection 2, Code 2001, is
17 14 anmended to read as foll ows:
17 15 2. The secretary of the board of trustees shall invest, in
17 16 accordance with the investnent policy established by the board
17 17 of trustees, the portion of the fund established in section
17 18 411.8 which in the judgnment of the board is not needed for
17 19 current paynent of benefits under this chapter in investnents
17 20 authorized in section
17 21 97B. 7A, for noneys in the lowa public enpl oyees' retirenent
17 22 fund.
17 23 Sec. 18. Section 602.9111, subsection 1, Code 2001, is
17 24 anended to read as foll ows:
17 25 1. So nmuch of the judicial retirenment fund as may not be
17 26 necessary to be kept on hand for the maki ng of disbursenents
17 27 under this article shall be invested by the treasurer of state
17 28 in any investnents authorized for the Iowa public enployees
17 29 retirenent systemin section

—9/B—/—subsecti-on—2—paragraph
17 30

— 97B. 7A, and the earnings therefromshall be credited to

17
17

31
32

34
35

the fund. The treasurer of state nay execute contracts and
agreements with investnent advisors, consultants, and

i nvest nrent managenent and benefit consultant firms in the
adm nistration of the judicial retirement fund.

Sec. 19. | NVESTMENT BOARD TRANSI TI ON.

1. Notwi thstanding provisions of section 97B. 8A, as
enacted in this Act, to the contrary, the new investnent board
of the lowa public enployees' retirement systemshall, on July
1, 2002, consist of the follow ng nenbers, who shall serve the
followi ng terns:

a. The menbers of the investnent board established under
section 97B.8, Code 2001, who are an active menber who is an
enpl oyee of a school district, area education agency, or
merged area; an active menber who is not an enpl oyee of a
school district, area education agency, or nerged area; and a
retired nenber, shall cease nmenbership on the investnent board
and commence nenbership on the new invest nent board
est abl i shed under section 97B.8A on July 1, 2002. The ternmns
of these nmenbers on the investnent board established under
section 97B. 8A shall expire on the sane date as their terns
woul d have expired on the investment board in accordance with
section 97B.8, Code 2001.

b. The nenbers of the investment board established under
section 97B.8, Code 2001, who are an executive of a donmestic
Iife insurance conpany, an executive of a state or nationa
bank, and an executive of an industrial corporation |ocated
within the state of lowa, shall cease nmenbership on the
i nvest nent board and commence nenbership on the new invest nent
board established under section 97B.8A on July 1, 2002. The
terms of these nenbers on the new investment board established
under section 97B. 8A shall expire on the sane date as their




22
23

terns woul d have expired on the investnent board in accordance
with section 97B.8, Code 2001. Upon expiration of each of
these nenber's termof office, the governor shall appoint a
menber to the board consistent with the requirenents of
section 97B. 8A, subsection 4, paragraph "a", subparagraph (1).

c. The nmenmbers of the investnent board established under
section 97B. 8, Code 2001, who are |egislative nenbers shal
cease nmenbership on the investnment board and comrence
menber ship on the new i nvest ment board established under
section 97B.8A on July 1, 2002. The terns of these nenbers
shal | expire at the pleasure of the appointing authorities as
provided in section 97B. 8A, as enacted in this Act.

d. The director of the departnent of personnel shall cease
menbershi p on the investnent board established under section
97B. 8, Code 2001, on July 1, 2002. The treasurer of state
shal | commence nenbership on the new investnent board
establ i shed under section 97B.8A, and shall serve on the board
as provided in section 97B.8A, as enacted in this Act.

2. Initial appointnents by the governor under this section
are subject to confirmation by the senate. |f a vacancy
occurs as to a nenber of the investnment board established
under section 97B. 8A who is appointed by the governor prior to
the expiration of a termas provided in this section, the
governor shall appoint a nenber to serve the renai nder of the
termso that the nenbership requirenents of section 97B.8A, as
enacted in this Act, are fulfilled, and the appoi ntnent shal
be subject to confirmation by the senate. Upon the expiration
of a termestablished in this section, a menber shall be
appointed in the manner and for a termof service as specified
in section 97B. 8A, as enacted in this Act. Except as
ot herwi se provided in this section, the investnment board
established under this section shall be subject to the
requi renents of section 97B.8A, as enacted in this Act.

Sec. 20. BENEFI TS ADVI SORY COWM TTEE TRANSI Tl ON

1. Effective July 1, 2001, and notwi thstandi ng provisions
of section 97B.8B, as enacted in this Act, to the contrary, a
transition benefits advisory conmittee shall be created and
shal | consist of the follow ng voting nenbers:

a. A nenber representing the |lowa state education
associ ati on.

b. A nmenber representing the |Iowa association of community
col | ege trustees.

c. A nenber representing the school administrators of
| owa.

d. A nenber representing the lowa association of schoo
boar ds.

e. A nenber representing the retired school personnel
associ ati on.

f. A nenber representing the state police officers
counci | .

g. The director of the departnent of personnel.

h. A nmenber representing the | PERS i nprovenent
associ ati on.

i. A menber representing the American federation of state,
county, and nunici pal enpl oyees.

j. A menber representing the lowa state sheriffs' and
deputi es' association.

k. A nmenber representing the lowa state association of
counti es.

I. A menber representing the lowa | eague of cities.

m A nenber representing the lowa association of chiefs of
police and peace officers.

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

0. A nenber representing the departnment of managenent.

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



committee shall issue a report to the lowa public enployees
retirement systemdivision concerning the rules to be adopted
by the division governing the benefits advisory comrmittee as
provided in section 97B.8B, as enacted in this Act. The rules
shoul d i ncl ude provisions governing the selection of nmenbers
of the commttee, the selection of voting menbers of the
committee, and any ot her provisions deened necessary for
establishing the benefits advisory comrittee consistent with
the requirenents of section 97B. 8B

3. The transition benefits advisory comittee shall be
di ssol ved by July 31, 2002

Sec. 21. AMENDMENTS CHANG NG TERM NOLOGY DI RECTI VES TO
CODE EDI TOR. Except as otherwise provided in this Act, the
lowa Code editor is directed to strike the words "departnent",
"departnent of personnel™, and "departnent’'s" and insert the
words "division" and "division's" wherever the word
"departnent"”, "departnent of personnel", or "departnent's"
appears in chapter 97B of the lowa Code and the reference to
"departnent"”, "departnent of personnel", or "departnent's"
nmeans the departnent of personnel unless a contrary intent is
clearly evident.

Sec. 22. ADM NI STRATI VE RULES. To the extent not
inconsistent with this Act, the administrative rules
promul gat ed and adopted by the department of personne
concerning the Iowa public enployees' retirement system prior
to July 1, 2002, shall be the rules of the lowa public
enpl oyees' retirement systemdivision and shall remain in
effect on and after July 1, 2002, subject to the authority of
the division to nodify or change the rules pursuant to | owa
Code chapter 17A

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

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

EXPLANATI ON

This bill nodifies the governance and structure of the |Iowa
public enpl oyees' retirenent system (I PERS). Under current
law, I PERS is adninistered by the departnment of personnel
through the chief benefits officer and the chief investnent
of ficer, both of whomare selected by the departnent. The
treasurer of state is the trustee of the I PERS retirenent
fund, and the I PERS investnent board is statutorily required
to advise the departnent in the fornulation of the investnent
policy for the fund

Under the bill, I'PERS remains within the departnent of
personnel. However, the managenent of |IPERS is nmade the
direct responsibility of the newy created | PERS division
within the departnent, and all powers and duties currently
given to the departnent of personnel to nanage and operate
| PERS are given to the division. A chief executive officer,
who shall manage the division, shall be appointed by the
governor and be subject to confirmation by the senate. The

bill requires that the chief executive officer have
denonstrated know edge of and executive-level experience in
all aspects of pension fund adm nistration. The bill also

requires the chief executive officer to enploy a chief
i nvestment officer who shall be selected follow ng
consultation with the investnment board and a chief benefits
of ficer who shall be selected follow ng consultation with the
benefits advisory committee.

The current | PERS investnment board is nodified under the
bill in both structure and duti es.

Under the bill, the investment board is nade the trustee of
the IPERS retirement fund. The board is given the explicit
authority, in consultation with the chief investnent officer



and ot her personnel of the division, to devel op the investnent
policy and goal statenent that will direct the investnent
activities concerning the fund. The actual investnent of the
fund remains the responsibility of the division subject to the
i nvestment policy established by the board. |In addition, the
i nvestment board is given the authority to hire and fire the
actuary to be used as the technical advisor of the system

The board is also given the responsibility of adopting the
actuarial assunptions to be used by the actuary in determ ning
the condition of the retirenent fund. The board is required
to consult with the chief executive officer, the actuary, and
ot her relevant division personnel in the devel opment of the
actuarial assunptions.

The nenbership of the board is also nodified under the
bill. Under the bill, the director of the departnent of
personnel is replaced with the treasurer of state, and the
treasurer is made a voting nenber of the board. |In addition
the three current nmenbers who nust be an executive of a
domestic life insurance conpany, an executive of a state or
nati onal bank operating within the state of lowa, and an
executive of an industrial corporation |ocated within the
state of lowa, are replaced with three nmenbers who nust have
substantial institutional investnent experience or financia
experience. |n addition, the three current menbers of the
board who are nmenbers of the systemrenmain. The two
| egi slative menbers of the board also remain but are nade
nonvoting nenbers of the new board. The bill also establishes
a nmechanismfor transitioning fromthe current board
menbership to the new board nmenbership

The bill also establishes a new benefits advisory
conmttee. The duties of the committee are to review and nmake
recommendations to the division and the general assenbly
concerning the provision of benefits to nenmbers of the system
The bill provides that the nmenbers of this board shall be
conpri sed of representatives of constituent groups concerned
with the system including representatives of enployers,
active nenbers, and retired nmenbers. The election of these
menbers shall be done pursuant to rules adopted by the
division. The director of the departnent of personnel and a
person to be selected by the voting menbers of the committee
are also specifically included as voting menbers of the
committee. The bill provides that of the menbers of the
committee, nine shall be voting nenmbers who shall serve as
voting menbers for three-year terns. O the nine voting
menbers, four shall represent enployers, and four shal
represent enployees. The ninth nenber shall be a menber of
the public and shall be chosen by the other eight voting
menbers of the conmmittee. O the enployer representatives,
one shall be the director of the departnment of personnel, one
shall represent a constituent group that represents the
cities, one shall represent a constituent group that
represents the counties, and one shall represent |ocal schoo
districts. O the enployee representatives, one shall be from
a group that represents teachers. Expenses for nenbers of the
comrmittee shall be paid in the sanme manner and amount as they
are paid for the current nmenbers of the investnent board. The
bill also provides for the establishment of a transition
benefits advisory commttee on July 1, 2001. The bil
est abl i shes the exact nmenbership of this transition comrttee
and provides that it shall be dissolved by July 31, 2002. The
transition committee is given the task of naking
recommendations in a report to the | PERS division no |later
than July 1, 2002, concerning the rules to adopt in governing
the new benefits advisory commttee. The proposed rules in
the report shall include, at a m nimum provisions governing
the selection of nmenbers to the committee and the selection of
voting nmenbers of the committee



The bill provides that the adm nistrative rul es adopted by

the department of personnel concerning | PERS shall, consistent
with this bill, remain in effect after the effective date of
this bill.

Except for the section of the bill concerning the benefits

advisory comm ttee transition which takes effect July 1, 2001,
the bill takes effect July 1, 2002.
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