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Attached please find the fiscal notes for the bill numbers listed below. Please 

note: thal the fiscal notes are issued on the bills as introduced. 

FISCAL NOTE: 

Bill No. 394-J2(COR) 
Bill No. 396-32(COR) 

Pieasl~ for\vard the sa1nc to lv1IS for posting Pn our vvcbsite. J)leasc contact our 

office should ynu have any questions regarding this matter. 



671 4722825 09: 59: 11 am. 09-25-201L 

BUREAU OF BUDGET & MANAGEMENT RESEARCH 
OFFICEOFTHEGOVERNOR 

Post Office Box 2950, Hagiitfia Guam 96932 

EDDIE BAZA CALVO 
C,OVERNOR 

RAY TENORIO 
I .IEIJTENANT GOVERNOR 

Senator Rory J. Respicio 
Chairperson, Committee on Rules 
I Mina'trentai Dos na Liheslaturan Guilhan 
The 32nd Guam Legislature 
155 Hesler Place 
Hagatna, Guam 96932 

Hafa Adai Senator Respicio: 

1:;, <) 2014 

ANTHONY C. BLAZ 
ACTING DIRKTOR 

JOSES,CALVO 
ACTING DEPUTY DIR ECTOR 

Transmitted herewith is Fiscal Note on the following Bill Nos.: 394-32(C0R) and 396-32(C0R). 

If you have any question(s), please do not hesitate to call the office at 475-9412/9106. 

Enclosures 

ANTHONY C. BLAZ 
Acting Director 



671 4722825 

Bureau of Budget & )1anagement Research 
Fiscal Note of Bill No. 394-32 (COR) 

09:59 18a m, 09-25-2014 

AN ACT TO ADD A NEW ARTICLE 5 TO TITLE 4, CHAPTER 8, OF THE GLAM CODE ANNOTATED TO CREATE A NEW 
"HYBRID' RETIREMENT SYSTEM WITH MANDATORY PARTICIPATION BY GOVERNMENT OF GLAM EMPLOYEES HIRED 
AFTER DECEMBER JI, 2014; WITH OPTIONAL PARTICIPATION FOR DEFINED CONTRIBUTION RETIREMENT SYSTIOM 
PARTICll'ANTS WHO ELECT TO TRANSFER TO THE NEW HYBRllJ Pl.AN IN ACCORDA'iCE WITH REGLLATlONS TO BE 
PROMt:LGATED. 

•: ········ 
-_: --· '. "'. -- : << - :' ': -: .- : . -- - . - - : :, - - ' . . . . . 

.... ,,' · .. ,, ,,· .. ', , ll"1>"-liAge11<y ApprQP<'8tion lnformatl.- . 
- ,' -·-·- -. :' - - ': .. - - - - -

DepUAgeney Affected: Guam Memorial Hospital Authority IDeptJ Agency Head: Paula J\1. Bia~ 

Department's Gentral Fund {Gf) appropriationts) to date: 

Department's Other Fund (Specify) appropriation(s) to date: 

Total Department/ Agency Appropriation(s) to date; 

>:_: ; :::- <. . . . <···· .. ••' _:. -: ' . ' - < -- -, .. · __ - .. _ . '; . : : -, - ,' ,' : 

,' ,,'. '' ''• . : .::: . ::: : : ~-~nd S""r~ rar,,r,,,,.lio~ <>f l'rol">...i At>Jlr"l'ria rum, : 
' ' .··.· -. ' 

General Fund: 
(Specify Spedai 

F'Y 1013 Unreserved Fund Balance ··,,, . <<••·····,····,•···· 
F'\'' 2014 Adopted Revenues 

FV 2014 Appro. fP.L. 3H8 thro!!J:h P.L. 32-180! 

Sub-total: 

Less appropriation in Bill 

Total: 

,'. . ,'. . . ·'····· ... ,,.· .. · • ••.••' ·,,, •• ':· '• Es!im~red ~iS@l !mpactofBiH ,• ,· •• · 
,. ' 

,,- ''- -, ':; .. - ,- . . ' : . . ' .. -_ 

For Remainder of 
One t'ull 

Fi1tal Year 
~·y 2314 FV 1015 FY 2016 

(if appli<able) 

General Fund I! ${} 

(Specify Special 
${ $0 

Fund) 

Total l! ${ 

l. Does the bill contain ... revenue generating" provisions? 
If \'es. :stc attachment 

II 

$0 

${ 

2. Is amount appropriated adequate to fund the intent of the appropriation? J / 
If no. what is the additional amount required'? $ 1! 

3. Does the Bill establt~h a new program/agency? 
If yes, will the program duplicate existing prograrns/ag<'ncif."s? /xi 

Is there a federal mandate to establish the program/agency? 
4. Will the enactment of this Bill rt>quire new physical faeiliti-es? 
5. Was fiscal Note coordinated with the affected depfiageney'! If no. indicate rf"dson: 

I I Requested agenc} comments not received by dne date f ! Other: 

Date: 

Footnotes: 

1/ See attached comments, 

N/A 
NIA 

'i!A 

${ 

${ 

$! 

"' 
$( 

$0 

so 

${ 

Fund): 

${ 

SU 

${ 

$! 

$0 

${ 

. . 
'•. 

FY 2017 

$ll 

${) 

${ 

Yes 

I / Ves 

I Yes 
Ves 
y"' 

I Yes 
ill Yes 

. 
' 

43,712,959 

3 371 990 

$47,084.949 

' ' ', 

Total: 

${] 

$! 

Sil 

$11 

$11 

$11 

. •' . 

FV 2018 

$1 

so 

$( 

Ix: No 

Ix,' No 

!xi No 
I I !\o 
Jx,' ~o 

!Xi No 

:"io 
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Comments on Bill No. 394-32 (COR) 

Bill No. 394-32 is an Act to add a new Article 5 to Title 4, Chapter 8, of the Guam Code 

Annotated to create a new "Hybrid" Retirement System with mandatory participation by 

Government of Guam employees hired after December 31, 2014; with optional participation for 

Defined Contribution Retirement System participants who elect to transfer to the new Hybrid 

Plan in accordance with regulations to be promulgated. 

According to infonnation provided by the Government of Guam Retirement Fund (GGRF), the 

Government of Guam Retirement Board, with the Retirement Fund's legal counsel and actuaries, 

worked to determine the best hybrid plan design with the object of providing employees with a 

guaranteed minimum benefit at rellrement (similar to the DB Plan), while also enabling them to 

maximize their overall retirement savings during their employment years by allowing them to 

manage a component of their retirement savings. 

The proposed hybrid plan combines a defined benefit component with a deferred compensation 

account. Under the proposed plan: 

1. All new employees and their employers will be required to contribute a certain percent of 

the employee's wages to the Retirement Fund (similar to current rellrement 

contributions). 

2. Mandatory participation will be required for all new employees. Voluntary participation 

in certain circwnstances for current DC Plan participants. 

3. Benefits include a: 

a. Retirement annuity of J. 75% of a member's average annual salary (the 

average of the highest three annual base salaries, excluding non-base 

compensation) for each year of credited service. 

b. Minimum benefit of$J ,200 per year, and maximwn benefit of85'Yo of average 

annual salary. 

c. Reduced retirement annuity option, whereby a member shall be eligible to 

receive at age 55 with a minimum of 25 years of credited service, an annuity 

subject to a reduction of .5% per month for each month the member is 1.mder 

age 65 or 6% annually. 

4. The transfer cost for current defined contribution members will be calculated using an 

"actuarial cost" basis. 

5. Nonna! cost is at a cap of 5%; the employee contribution rate is 9.5%. 

6. There is a l % mandatory employee contribution to the 457B plan. 

Attached is Milliman's May 6, 2014 Study of Proposed Hybrid with "Actuarial Cost" Transfer 

which provides cost estimates of the aforementioned proposed changes to the Government of 

Guam Retirement Fund. 

4 19 
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•Milliman 

Ms. Paula M. Blas 
Director 
Government of Guam Retirement Fund 
424 Route 8 
Maile, Guam 96910 

May 6, 2014 

09:5948am. 09-25-2014 

SSC California Street 17th floor 
Sar Francisco_ CA 94108~2702 
USA 

Te! +1 '-15 403 i33:1 
i:::'ax +1415403 1334 

Studv of Proposed Hybrid Plan with "Actuarial Cost" Transfer !Draft v3l 

Dear Ms. Blas: 

As requested, I have estimated the costs of the following proposed changes to the Government of 
Guam Retirement Fund: 

1. Implementation of a Hybrid Plan that will be optional for current defined contribution 
members and mandatory for future employees. 

2. The transfer cost for current defined contribution members will be calculated using an 
"actuarial cost" basis as described below. 

The cost estimates for the current Defined Benefit (DB) Plan are based upon the acluanal valuation 
as of September 30, 2013. The cost estimates for the Hybrid Plan reflect Defined Contribution (DC) 
Plan census data provided as of October 2013. 

The results contained in this report represent our bes1 estimates. However, it is likely that actual 
experience will vary from these estimates. To the extent that actual experience differs from the 
anticipated experience, actual plan costs will vary as well. 

Hybrid Plan 

The key provisions of the Hybrid Pian are shown beiow. Appendix A compares the provisions of the 
current GGRF Defined Benefit Plan with the Hybrid Plan 

1. Covers future employees and any current Defined Contnbut10n (DC) Plan employees who elect 
to transfer to the Hybrid Plan. 

2. Provides a retirement annuity of 1. 75% of a member's average annual salary (the average of the 
highest three annual base salanes, excluding non-base compensation) for each year of credrted 
service 

3 The minimum benefit is $1.200 per year. and the maximum is 85% cf average annual salary. 

4 A member shall be eligible to receive a reduced retirement annuity at age 55 and a minimum of 
25 years of credited service subject to a reduction of . 5% per month for each month under age 
65 or 6% annually. 

5'19 
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Government of Guam Retirement Fund 
May 6, 2014 
Page2 

09: 59 59 a.m. 09-25-2014 

5. Normal cost is at a cap of 5%: the employee contribution rate is 9.5%. 

6. There is a 1 % mandatory employee contribution to the 45 78 plan. 

7. A calculation is made of the full actuarial cost m order to credit all pnor service during which 
employees participated in the DC plan to the Hybrid Plan. The cost is converted to a percentage 
of past earnings, assuming 0% interest To receive credit for prior service, an employee must 
pay one-half of the full actuarial cost from their employee 401 (a) account balance. The 
employee will turn over the full amount of the 401(a) account balance due to employer 
contributions. Any employee 401 (a) account balance after the prior service buy in is 
transferrable to a 457 account. 

The estimated full actuarial cost for past setvice for the Hybrid Plan is 10. 92% of the histoncal 
employee 401 (a) plan compensation, assuming 0% past interest. The amount to be transferred 
from an employee's 401 (e) account balance is 5.46% of an employee's h1stor1cal defined 
contribution earnings For 2, 828 of the DC participants included in the study, 111s estimated that 
their employee DC belences ere less than or equal to the estimated actuarial cost, by an 
aggregate amount of ebout $9.6 millJOn. For the other 4,999 DC participants included m the 
study, it is estimated that their employee DC balances are more than the estimated actuarial cost 
by about $42. 7 million, and this amount would be transferred to 457 accounts if they were to 
transferto the Hybrid_ Plan. ____ _ 

Annual Increments 

The estimated costs have been calculated based upon the current annual increments as shown 
below 

ANNUAL CURRENT ANNUAL 
ANNUITY INCREMENTS 

Retirees!Surv1vors 

$0- $3,500 
$3,500 - $6,300 

$6,300- $10,100 
Over $10. 100 

01sabllity Retirees 

$0 - $3,000 
$3,000 - $6,000 

$6,000 - $10,000 
Over $10.000 

$600 
400 
300 
200 

$300 
250 
200 
100 

6 119 
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Government of Guam Retirement Fund 
May 6. 2014 
Page3 

Effect of Hay Pay Pian Increases 

10:00 09 a.m. 09-25-2014 

The calculations in this report are based upon census data provided through September 30 2013. 
and do not reflect the Hay Pay Pian increases that were implemented during the 2013-14 fiscal year 
Based upon the preliminary data provided regarding the Hay Pay Plan increases. ! estimate that the 
total payroli for the 2013-14 fiscal year will increase by about $19 million over the pro1ected amount 
without the Hay Pay Plan increases. Of the $19 million. rt appears that about $10 mrlhon rs due 10 

retroactive pay increases and $9 million is for current year payroll. Since the increases were not 
effective for the ent;re year, the estimated overall increase to ongoing payroll (excluding retroactive 
pay) is about $12 million. 

An increase in the assumed payroll would ircrease the actuarial accrued liability and normal cost of 
benefits for active DB plan members and increase the DC contributions required for active DC plan 
members. However, the increased payroll would also allow the amortization payment of the 
unfunded actuanal accrued liability to be spread over a larger amount, thereby reducing the 
contribution rate. Overall, I estimate that a $12 million increase to the expected payroll for the 2013-
14 fiscal year woulc reduce the employer contribution rate for the current plan from 29 85% to 
29.61 %, a decrease of 024%. I estimate a similar decrease would apply to the estimated 
contribution rates for the Hybrid Plan shown in this report 

This analysis assumes that future payrolls beyond the Hay Pay Plan increases wrll increase 3% per 
year. If future payrolls do not increase by at least 3% per year, the contnbution rates wrll increase. 

Exhibits and Appendices 

The enclosed exhibits show the estimated impact of the Hybrid Plan upon the actuarial valuation 
results as of September 30, 2013. Costs for future years will likely differ due to population changes. 
investment results, and actual experience that differs from the assumptions Costs will also vary 
depending upon the number of current defined contributon (DC) members who elect to transfer to 
the new Hybnd Plan 

Exhibit 1 - Cost Comparison wi:h Current Pian 
Exhibit 2 - Cost Comparison with Social Securrty 
Exhibit 3 - Benefit Comparisons with Social Security 

Appendix A - Summary of Benefit Provisions 
Appendix B - Implementation Provisions 
Appendix C -Assumptions, Noles and Data lrmrtatrons 
Appendix D - Glossary of Key Terms 

Caveats 

In preparing this report, I relied, without audit on rnfonnation (some oral and some in writing) supplied 
by '.he Fund's staff. This information includes, but rs not limited to, financial 1nfor'1lat1on, member 
census data, and plan provisions. We found !hrs rnforrnatron to be reasonably consistent and 
comparable with information used fo' other purposes. The valuation results depend on the mtegnty of 
this information. II any of this information rs inaccurate or incomplete the results may be different and 
the calculatrons may need to be revised. 

~11!liman 

7 '19 
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This report is only an estimate of the Fund's financial condition as of a single date. It can neither 
predict the Fund's future cond1t:on nor guarantee future financial soundness. Actuarial valuations do 
not affect the ultimate cost of Fund benefits, on:y the timing of Fund contributions. While the 
valuation is based on an array of indivicually reasonable assumptions, other assumption sets may 
also be reasonable and valuation results based on those assumptions would be different No one 
set of assumptions is uniquely correct. Determining results using alternative assumptions is outside 
the scope of our engagement. 

Future actuarial measurements may differ significantly from the current measurements presented in 
this report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions. 
increases or decreases expected as part of the natural operation of the methodology used fer these 
measurements (such as the end of an amortization period or additional cost or contnbution 
requffements based on the Fund's funded status); and changes in plan provisions or applicable law. 
Due to the limited scope of our assignment, we did not perfonm an analysis of the potent:al range of 
future measurements. The Board of Trustees has the final decision regarding the appropriateness of 
the assumptions and actuarial cost methods. 

Milliman's work is prepared solely for the use and benefit of the Government of Guam Retire11ent 
Fund. To the extent that Milliman's work is not subject to disclosure under applicable public records 
laws. Milliman's work may not be provided to thlfd parties wthout M!lliman's prior written consent 
Milliman does not intend to benefit or create a legal duty to any third party recipient of its work 
product Milliman's consent to release its work product to any third party may be cond1t1oned on the 
third party signing a Release, sub1ect to the following exception(s): 

(a) GGRF may provide a copy of Mi111man's work, in ils entirety, to its professional service advisors 
who are subject to a duty of confidentiality and who agree to not use Mrlhman's work for any 
purpose other than to benefit GGRF. 

(b) GGRF may provide a copy of Milliman's work, in its entirety, to other governmental entrties .. as 
required by law 

No third party recipient of Milliman's work product should rely upon Milliman's work product. Such 
rec,pients shou Id engage qualified professionals for advice appropriate to their own specific neeas. 
The consultants who worked on this assignment are pension actuaries Milhman's advice 1s not 
mtended to be a substitute for qualffied legal or accounting counsel 

On the oasis of the foregoing. we hereby certify tnat, to the best of our knowledge and belief, ths report 
1s complete and accurate and has been preparea in accordance with generally recognized and 
accepted actuanal pnnC!ples and practices. The undersigneo 1s a member of the American Academy 
of Actuaries and meets the Qual1ficat1on Standards of the American Academy of Actuanes to render 
the actuarial opinion contained herein. 

Sincerely 

Rr::~J;d;SA MAAA 

Consul!lng Actuary 
RAWjh 
enc. 

8 :19 
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G01ternrnen1 of Guam Ret;remerit Fund 
Sturly of Propo~ed rlybr,d Plan 

MilUman Client Report 

EXHIBITS 

Exhibit 1. Cost Comparison with Current Plan 

Based upon Actuartal Valuation as of September 30, 2013 
($$'s In mllllons) 

_ __ __ _ ___ _f!_!'_~jd_Plan _ _ _ 
DC less 

100% over 100%1 over Oeclin1ng than 
Current 100% Age 40 Age 50 %'s by Age Actuarial 0% 

Plan Transfer Transfer Transfer Transfer1 Cost2 Transfer 

DC Participants 

Assumed to Transfer 0 7,827 4,403 2,109 4,902 2,828 0 

Not Assumed to Transfer Im __ o 3 424 5 718 £222 4 999 1.W_ 

Total 7,827 7,827 7,827 7 827 7,827 7,827 7,827 

DC Assets transferred to DB nla $262,28 $189 35 $95 14 $185 77 $34.72 $0 00 

DC Assets transferred to 457 n/a $42.71 $34.68 $18 81 $31.87 $000 $000 

Unfunded Actuarial Accrued LlablHty (UAAL) 

Actuanal Acaued Liab•lity $2,855.36 $3,236 23 $3,160.53 $3,030.62 $3,141 00 $2,934.00 $2,855 36 

Actuanal Value of Assets 141~02 1,§7~~1 1 ~Q2,~7 1 2Q§, 16 1 §28.§Q 1 447.74 141~Q2 

UAAl $1,442.34 $1,550.92 $1,558.16 $1,522.45 $1,542 20 $1,486 26 $1 ,442 34 

Estrnateo Change in UAAL $0.00 $11858 $115 82 $80 11 $99.86 $43 92 $000 

Security Ratl-0 4949% 5177% 50.70% 49.76'·% 5090% 49.34%i 4949% 

Employer Nonnal Cost (NC) Rate 

Defined Benefit Plan 6.37% 6.37% 6.37% 6-37°/o 6 37o/t 637% 6 37°/o 

Hybrid Plan _!)@ 1.84% 1M'l5, ~ 1 84°/c 1_84Cl/o 1 84°/er 

Blended NC Rate IDB+ 6 37% 3 3411/o 460%1 5 90°/o 420% 4.81°/o 6 37°/() 
Hybnd) 

Estimated Contribution R•te' 2985% 2930% 30 86o/6 31, 13% 3028% 29 95°/o 29 85% 

Estimated Contribution ' $141.52 $138 95 $146 33 $147.59 $143.57 $142 01 $141.52 

Change nia $(2 57) $4.81 $6 07 $2 05 $049 $000 

Assumes the foUowtng transfer percentage by age 100% of DC members age 65 and up, 95% for ages 60-64 
90% for ages 55-59, 65% for ages 50-54, 70% for ages 40-49, 50% for ages 30-39, and 25% for ages 20-29 
Wrth•n eacti age group, tnose who transfer from the DC plan to the Hybnd plan are assumed 10 have the same 
average DC acrount balances and actuanal cost as those who don't transfer '.rom the DC Ptan to the Hybnd Plan 
Assumes that 100°/o of the members 'Nhose DC account balances are less than or equal to the actuarial cost of 
their past service attnbuted to DC se!Ylce will transfer from tne DC plan to the Hybnd p•an, Members whose DC 
account balances are greater !han the actuanal cost of their past service are assumed to stay in the DC p·:an arxJ 
not transferto the Hybrid Plan 
Assumes annual payroll of $4742 m1i110fl for the 2013-14 fiscal year and $488 4 m1ll10n for the 2014-15 fiscal year 

This work Prodf.lct was prepared solely for the plan sponsor for rhe purposes aescnbed nerem anu may not oe apJ}rupr1ate IC use 
f;y orner purposes 1'vldl1n1an does not mt&nJ IO benef!! and assumes flO Cfoly 01 1,CJtJ1hf/ lo ot11er parries who rf'ce:, .. e .irvs cvor~ 

M1lhman 5 
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Govemmen: of Guain Pet1rernenl Fund 
Stujy of Proposed H;brfd Ptan 

Mibiman Client Report 

EXHIBITS 

Exhibit 2. Cost Comparison with Social Security 

Assumes 1 OO"k of Current DC Members Transfer to Hybrid Plan 

Total 
Social Defined Soc Sec Hybrid 

Securi 1 Contrib + QC Plan 

Ongoing Costs Only 
Employer's normal cost 
Employee cost 
Total as % of pay 

Hybrid cost as % of Social Security and DC 

Ongoing Costs PIU$ UAAL of 08 Plan 
Employer's normal cost 
Employer's cost of UAAL of DB plan 
Total employer cost (Hybrid/DC only) 

GGRF employer corrtnbution rate 

6.2% 
6.2% 

12.4% 

Social Sect.rity employer cost as % of total payroll 
Total em ploy er contribution rate 

Social Security compensation,. l1m1ted to $117.000 for 2014 

5.0% 
50% 

100% 

11.2% 
11.2% 
22.4% 

11.2% 
24.1% 
353% 

299% 
39% 

33.8% 

1.8% 
9.5% 

11.3% 

51% 

1.8% 
26.1% 
27.9% 

293% 
0.0% 

29.3% 

This wo.'k orcdtJcl Nas prepared sole1y br the plan spcnsor for rhe purposes descnbed nerern and :nay not be aporopnale to use 
tor other ovrpc1ses Mifilman does not intend to c,enefil and asS.Jmes no duty or i1ao111ty io o:he: ;:,art.1es who recerve rn1s worK 

M1ll1man 6 
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Govemm~nl ·'.lf Guam Retirement fund 
StuO)" Cl Propost-d Hybr fd Plan 

Mllllmon Client Report 

EXHIBITS 

Exhibit 3. Benefit Comparisons with Social Security 

Projected Monthly Benefit at Age 66' 
Employee Eamlng $40,000 per Year 

Hire Social Defined Soc Sec Hybrid 
A e Securit Contrib + DC Plan 

25 $3,481 $3,233 $6,714 $6,114 
30 3,077 2,333 5.410 4,728 
35 2,455 1,651 4,106 3,582 
40 1,937 1, 138 3,075 2,638 
45 f ,506 753 2,259 1,865 
50 1,148 468 1,616 1,237 
55 865 259 1,124 729 
60 108 108 322 

Exdudes 457 account balances. 

As % of Social Security + DC 
Soc 

Social Defined Sec Hybrid 
Securit Conlrib + DC Plan 

52% 48% 100% 91% 
57% 43% 100% 87% 
60% 40% 100% 87% 
63% 37% 100% 86% 
67% 33% 100% 83% 
71% 29% 100% 77% 
77% 23% 100% 65% 
0% 100% 100% 298% 

Projected Monthly Benefit at Age 661 

Employee Eam!ng $80,000 per Year 

Hire Social Defined Soc Sec Hybrid 
A e Securit Contrib + DC Plan 

25 $5,277 $6,466 $11.743 $12,227 
30 4,664 4,666 9,330 9,456 
35 3,875 3,303 7,178 7,164 
40 3,114 2,275 5,389 5,277 
45 2,341 1,507 3,848 3,731 
50 1,704 936 2,640 2,473 
55 1,200 518 1,718 1,457 
60 215 215 644 

Exdudes 457 accoun1 balances 

As % of Social Security + DC 
Soc 

Social Defined Sec Hybrid 
Securit Conlrib + DC Plan 

45% 55% 100% 104% 
50% 50% 100% 101% 
54% 46% 100% 100% 
58% 42% 100% 98% 
61% 39% 100% 97% 
65% 35% 100% 94% 
70% 30% 100% 85% 
0% 100% 100% 300% 

Th.s work product was prepared solely for the plan sponsor for tne purposes desCJ!bed Herem and may riot be appt0pnote to use 
for other pu,poses Mrfflman does not intend to be11ef11 and assumes no duty or /1ab1/lfy to o:her parties who receive rn,s work 

Milliman 7 
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Miiiiman Client Report 

Go•"rnrnerit o' Gwarn Rehrement F<.>nO 
Stwdy :ii Pr~csed Hyt_l(ia Plan 

APPENDICES 

Appendix A. Summary of Benefit Provisions 

Below is a comparison of the plan provisions of the current DB Plan and the proposed Hybrid Plan. 
The provisions shown for the current DB Plan are those provisions applicable to employees who 
became members on or after August 22. 1984. In the proposed Hybrid Plar, there 1s no distinct10n 
between Uniformed and Non-Uniformed Personnel 

Ellgiblllty 

Benefit Fonnulll 

Average Annual 
Salllry 

Unreduced 
Retirement 

Reduced Retirement 

Survivor Benefits 
Spoose 

Child 
Add'I lump sum 

CURRENT OB PLAN HYBRID PLAN 

Employees hired on or before 9130/95, 
who haven't previously transferred to the 
DC Plan 

2.0% of Average Annual Salary for each 
year of service up to 10 years, plus 

2.5% of Average Annual Salary for each 
year of serv;ce over 1 O years, plus 

$20 mu1t1phed by years of servrce, reduced 
oy 0.01% of Average Annual Salary in 
excess of $6 ,000 

Minimum $1,200 per year 
Maximum: 85% of Average Annual 

Salary 

Unused sick leave is added to years of 
servi:e upon retirement. 

Highest 3 year average 
Minimum: $6,000 per year 

Age 65 or 30 years of service. or 
age 60 and 15 years of service, 1f 
uniformed personnel 

25 Years of Service 
Reductior 3% per year earty 

60% of member's tJenefit 
MinimLll'I $1,200 per year 

$2,880 per year 
$1,000 

Required 
Employees hired after effective date 
Optional 
Employees currenUy m the DC Plan 

1. 75% of Average Annual Salary tor 
each year of service 

Minimum: 
Maximum: 

$1,200 per year 
85% of Average Annual 
Salary 

Unused sick leave 1s added to years of 
service upon retirement 

Highest 3 year average 
Non-base compensation rs exduded. 

Age65 
Maxmum benefit of 85% is achieved 
with 49 years of service 

Age 55 and 25 Years of Service 
Reduction 6% per year early 

Same as ctXrent DB 

'f'>-1s wo'k product was prep<J'ed solely for rhe plaf' sponsor for lh6 purpost!s descrrbed hererr; and may not t'e appropriate to use 
for Other p1.Jrwses ,\Jtll/ma'I does not ,nrend to bttnefit and assumes no duhy or uabilily to orher i)ar11es ,(,·ho receive this work 
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DC Plan Transfer 
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CURRENT OB PLAN HYBRID PLAN 

66-213% of the average of the highest 
three years of salary 

5 years of service 

Annual Amount 
$ 0-3,500 

3,500- 6,300 
6,300-10,100 
Over 10,100 

$ 0-3,000 
3,000-6,000 

6,000-10,000 
Over 10,000 

9.5% of compensation 

Employee: None 
Employer: None 

Amual 
Increase 

$600 
400 
300 
200 

$300 
250 
200 
100 

Employee·. Voluntary 
Employer None 

n/a 

50% of the average of the highest 
three years of salary 

Same as current DB 

Same as Current DB Plan 

Same as current DB 

Employee 
Employer: 

Employee. 
EmplOyer: 

None 
None 

1 % Mandatory 
None 

Employee account 
Lesser of: 
1 OO°h of account balance. or 
5.46% of h1stoncal DC Plan 
ccmpensation 

Employer account 
100% of account balance 

Th's >'!'Ork product 111&s ;:,reparea sotely t;r me plan sponsor for the purposes descnbed 11erem and may not be aopropnzte ro 1.Jse 
lor otner pu./)Oses Milliman does not rnrend to benefil and assumes ro dury or 11at:>1h/y to otrier parries w110 rece:ve this \.YOfi\ 
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APPENDICES 

Appendix B. Implementation Provisions 

1. Participants in the current DB plan will remain in the DB plan with no change in benefits 

2 Current DC Participants will have th e option to transfer to the Hybrid Plan and receive 
benefits with respect to future service 

a Current DC participants will have the option to transfer their DC account balance to the 
Hybrid Plan 1n exchange for past service credits 

b. The decision to transfer to the Hybrid Plan and the aec1s1on to repay amounts previously 
withdrawn must be made concurrently 

c. DC Participants will be given 180 days to elect to transfer 

d DC Participants who had previously wit~drawn a portion of their DC Plan account balance 
will have the option to elect to repay amounts previously withdrawn, :ncluding the 
government's contribution paid to them, with rnterest etc. 

e Those who elect to repay w II be given one year from the date of their election, to repay all 
amounts previously withdrawn, with interest etc. 

3. DC Participants who elect to transfer their DC account balance to the Hybrid Plan will be 
credited with the appropriate years of service for Hybrid Plan benefits. 

a. Participants who have not withdrawn any of their DC Plan account balance will be credited 
with all of their years of DC service 1n the Hybrid Plan. 

b. Participants who have withdrawn a portion of their DC Plan account balance. and have not 
repaid the amount, will only receive part:al credit for DC plan service 

1. The reduced DC plan service will be in proportion to the amount of the w1thdrawai. 

ii. If the amounts withdrawn are repaid. the Participant will be credited with all years of 
DC plan service 

4. DC Participants who do not elect to transfer will retan their DC Accounts 

a The Employee and Employer contnbutron rate may continue at 5% 

b Alternatively, the Employee contribution rate could be increased to the Employee 
contribution rate under the Hybrid Plan in order to mamta1n panty with the Hybnd Plan 

5 There is a 1 % mandatory contribution to the 457 Plan. Members may elect to contribJ!e 
more There are no employer matching contributions in any of the Hybrid options 

6 New Employees hi,ed after the Effective Implementation Date of the Hybrid Plan. wll be 
enrolled in the Hybnd Plan 

This wo,-;; orcduct .rv&s prepared so1er1y for tne p1an sporsor fer the purposes tJescnbed nere;n ana may r:O! be- aooro;:.>nate to use 
for ether pu~r;oses i\/iJf1_man Uoes not Vifen::J tc benefit and a-ssu.mes .no July or 11ab1iff,, !o o•rer psrf!es ,vf;'.; rece've r!!-s NCtk 
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Appendix C. Assumptions, Notes and Data Limitations 

Assumptions 

In estimating costs we made the followng assumptions 

1. The actuarial cost method and assumptions were those reflected in the actuarial valJat1on of the 
DB plan as of September 30, 2013, as documented in Appendix 6 of the actuarial valuation 
report, with the exception of the return of contributions assumption. Part1c1pants in the proposed 
Hybrid Plan who termmate employment with less than 20 years of service are assumed to retire 
at age 65 rather than elect a return of contributions 

2. The estimated costs assume future investment returns of 7% per year after September 30. 2013 
If investment returns don't meet the actuarial interest rate. the estimated costs will nse. 

3. The estimated costs assume that the total GovGuam payroL for DB and DC will increase 3 0% 
per year If the overall payroll increases are less than 3.0%, the estimated costs will nse 

4. The cost and liability estimates reflect the updated DC census population provided to us as of 
October 2013. This data included 7,827 active members (ie., those for whom the annual 
contribution amounts provided were non-zero. excluding those who terminated employment in 

2013) Earnings were inferred from the annual contribution amounts. 

5. Administrative expenses for the Hybrid Plan were assumed to be 10% of total normal cost 
(including expenses) 

6 For participants with DC employee contribution account balances that exceeded the!f DC 
employer contribution account balances, with a DB after-tax contnbut1on account balance of 
zero. a rollover was assumed to have been made from another plan, and the rollover amount 
(i.e. the excess of the employee account over the employer account) was excluded from the 
amount assumed to be transferred to the Hybrid Plan. The total amounl excluded was $0 6M 

7. Members were assumed to have commenced DC plan participation on the later of the member's 
hire date and October 1, 199 5 

8 M1ss1ng or unreasonable hire dates/birth dates were estimated assuming that the member was 
hired at age 30. 

9 Members for whom gender was not provided were assumed to be male 

rr-_;_._ .. '_, -~~--°'.h'e~ P_,:,o_.~:~'-cS!'"v"<5·as,,_~;_',eP£red soieiy -'Ct tne p!ar: spo1:scr fx t''e pt,ro0se;;; Jesc,1!)&0 hfJtfpt; and ma1 nor nc 01,;prcDr,iJ;e k· :;se 
" , ~ _ ..,.~_ ,,. v'' ma•1 ooes r.01 11;;erd !o te"ef,r ar;a a::>s:1"-,es :io chAy ;;, >Dt>hv ·c otr:e' ::arr; cs ct·r:o ,·eco-:e :-'<S Acr1< 
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Replacement Ratio 

The Hybrid formula provides a maximum benem of 85% of Average Annual Salary for members with 
49 years of service. Members with less than 49 years cf service will have a lower benefit rate. For 
most retirees, replacement ratios of 80% to 100% are required for a retiree to maintain tneir stardard 
of living in retirement Therefore, retirees may need to supplement their income through additional 
savings, other retirement plans, or working during retirement 

Data Limitations 

This report is based upon census data we received in 2013 on 7,827 active members of the current 
DC plan. This data did not include information relating to withdrawals from member accounts. To 
account for a portion of the impact of withdrawals, for members whose employee contnbulion 
account balances were less than their employer contribution account balances, we prorated the 
service credited under the Hybnd Plan by the ratio cf the employee balance to the employer balance. 

For members who transferred to the DC plan from the current DB plan whose employee account 
balance was less than the employer account balance, indicating a withdrawal of DB plan employee 
contnbutions, we credited service under the Hybrid Plan only from the assumed DC plan 
participation date. 

Ih1s work producr was prepated soiely tor /he 01an spcrsor for tho purc::ses aescr1bed here"; ana rnay f10! be ap;..ropna!e to use 
hr c:her nurposes l\.JJ:1rr1a;; aces no: ,n:e:1::; to ceneM ana assumes no du1y 0r ,,30,:1r; ro crr:er par~,es ,.vnc rece;ve ;r,,s wo-1< 

Milliman 12 



671 4722825 10:02:03 am. 09-25-201£ 17 .19 

Milliman Client Report 

Goverrmen1 cf Guan Ret·rernent F0nc 
Stt:dy Cf P'oposec Fybr-d Piar' 

APPENDICES 

Appendix D. Glossary of Key Terms 

Actuarijll Accrued Li!!bilitv. The Present Value of Future Benefits allocated to past service in 
accordance with the actuarial cost method. 

Actuarial Cost Method. A method of allocating the present value of benefits to past and future 
periods. Actuarial cost methods taKe into consideration the effect o' wage inflation. 

Actuarial Gains and Losses. Changes to the Actuarial Accrued liabilrty due to deviations from the 
actuarial assumptions. These can include gains and losses from investments, employee tunover, 
disability, retirement, mortality, and administrative expenses 

Actuarial Value of Assets. A method of valuing Fund assets tnat recognizes gains and losses that 
occur in the market value of assets over a penod of years rather than immediately. 

Normal Cost. The value of benefits earned for one year of serv1ce. The normal cost 1s calculated in 
accordance with the actuarial cost method. The accumulati:m of all normal costs assigned to past 
service equals the Actuarial Accrued Liability 

Present Value of Benefits. The sum of all benefits expected to be paid in the future by the 
retirement system, with the payments discounted to the present using the valuation interest rate 
This includes benefits to be earned in the future for current employees. 

Present Value of Future Normal Cost. The sum of all futcre rormal costs expected for current 
employees. with the costs discounted back to the present using the valuation interest rate. 

Security Ratio. The percentage of the Actuanal Accrued L1aMty that is funded by 'he Fund assets 
A fully funded plan will have a security ratio of 100% 

Unfunded Actuarial Accrued Liability. The dollar value of the Actuarial Accrued Liability that 
exceeds the Actuarial Value of Assets. A fully funded plan will have no unfunded actuarial accrced 
liability. 

T f-.1s ;,vcrk product Kas prop area ~u1e1y for tne plan spo;1so1 for rne purposes cJescubed ne1e1r: and may, o: De apnro;;r1;r:c !c :;Se 
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September 5, 2014 

 

 

 VIA E-MAIL  

joey.calvo@bbmr.guam.gov 

 

Jose S. Calvo 

Acting Director 

Bureau of Budget & Management Research 

P.O. Box 2950  

Hagåtña, Guam 96910 

 

RE:  Request for Fiscal Notes– Bill Nos. 394-32 (COR) and 395-32(COR)   

 

Hafa Adai Mr. Calvo:  

 

Transmitted herewith is a listing of I Mina’trentai Dos na Liheslaturan Guåhan’s 

most recently introduced bills.  Pursuant to 2 GCA §9103, I respectfully request 

the preparation of fiscal notes for the referenced bills. 

 

Si Yu’os ma’åse’ for your attention to this matter. 

 

 

Very Truly Yours, 

 

 
Senator Rory J. Respicio  

Chairperson of the Committee on Rules 

 

 

Attachment (1)  

 

 
Cc: Clerk of the Legislature 

 



Bill Nos. Sponsors Title 

394-32 (COR) B. J. F. Cruz 

AN ACT TO ADD A NEW ARTICLE 5 TO TITLE 4, CHAPTER 8, OF 

THE GUAM CODE ANNOTATED TO CREATE A NEW “HYBRID” 

RETIREMENT SYSTEM WITH MANDATORY PARTICIPATION BY 

GOVERNMENT OF GUAM EMPLOYEES HIRED AFTER 

DECEMBER 31, 2014; WITH OPTIONAL PARTICIPATION FOR 

DEFINED CONTRIBUTION RETIREMENT SYSTEM 

PARTICIPANTS WHO ELECT TO TRANSFER TO THE NEW 

HYBRID PLAN IN ACCORDANCE WITH REGULATIONS TO BE 

PROMULGATED. 

395‐32 (COR) Brant McCreadie 

AN ACT TO AMEND §74108 OF CHAPTER 74, TITLE 11 GUAM 

CODE ANNOTATED RELATIVE TO INCREASING THE CIVIL 

PENALTIES FOR SCRAP METAL BUSINESSES WHO FAIL TO 

PROPERLY FOLLOW REPORTING REQUIREMENTS AS PER 

GUAM LAW. 

 



 

 

September 4, 2014 

 

 

MEMORANDUM 

 

To:  Rennae Meno 

  Clerk of the Legislature 

 

  Attorney Therese M. Terlaje 

  Legislative Legal Counsel 

 

From:  Senator Rory J. Respicio    

  Chairperson of the Committee on Rules 

 

   

Subject: Referral of Bill No. 394-32(COR)  

 

As the Chairperson of the Committee on Rules, I am forwarding my referral of 

Bill No. 394-32(COR). 

 

Please ensure that the subject bill is referred, in my name, to the respective 

committee, as shown on the attachment. I also request that the same be 

forwarded to all members of I Mina’trentai Dos na Liheslaturan Guåhan. 

 

Should you have any questions, please feel free to contact our office at 472-7679. 

 

 

Si Yu’os Ma’åse! 

 

 
Attachment 

 



I MINA 'TRENT AI DOS NA LIHESLATURAN GUAHAN 
2014 (SECOND) REGULAR SESSION 

Introduced by: 
lJ)/ 

B. J. F. Cruzy 
" I 

AN ACT TO ADD A NEW ARTICLE 5 TO TITLE 4, CHAPTER 
8, OF THE GUAM CODE ANNOTATED TO CREATE A NEW 
"HYBRID" RETIREMENT SYSTEM WITH MANDATORY 
PARTICIPATION BY GOVERNMENT OF GUAM 
EMPLOYEES HIRED AFTER DECEMBER 31, 2014; WITH 
OPTIONAL P ARTICIP A TI ON FOR DEFINED 
CONTRIBUTION RETIREMENT SYSTEM PARTICIPANTS 
WHO ELECT TO TRANSFER TO THE NEW HYBRID PLAN 
IN ACCORDANCE WITH REGULATIONS TO BE 
PROMULGATED 

BE IT ENACTED BY THE PEOPLE OF GUAM; 

SECTION 1. Legislative Findings and Intent. I Mina 'trentai Dos Na 

2 Liheslaturan Guahan finds that there are three separate retirement plans generally 

3 available to Government of Guam employees: (a) employees employed on or 

4 before September 30, 1995 were required to become members of the Retirement 

5 Fund (Defined Benefit Plan) under Article 1, Chapter 8, Title 4 of the Guam Code 

6 Annotated; (b) employees employed after September 30, 1995 were and remain 

7 required to become paiiicipants in the Defined Contribution Retirement System 

8 under Article 2, Chapter 8, Title 4 of the Guam Code Annotated; and (c) all 

9 employees, except those participating in a Government of Guam sponsored plan 

10 under Section 403(b) of the Internal Revenue Code, may voluntarily participate in 

11 the Deferred Compensation Program under Article 3, Chapter 8, Title 4 of the 

12 Guam Code Annotated. 

13 I Mina 'trentai Dos Na Liheslaturan Guahan further finds that the Defined 

! j 
v 



I Contribution Retirement System was established m 1995 amid concerns and 

2 findings by the Twenty-third Legislature that: 

3 (a) The Actuarial Valuation of the Retirement [Defined 

4 Benefit] Plan prepared by Deloitte & Touche as of September 30, 

5 1993, expressed concern that benefit levels are rather excessive m 

6 comparison to most other government retirement systems. 

7 (b) Benefit levels and retirement policy should be reviewed 

8 and benefit levels should be adjusted in order to address specific 

9 inequities, excessiveness, and desired policy objectives. 

IO ( c) In establishing benefits for a new plan, generally 

11 accepted retirement income levels standards should be observed and 

12 the details of any new plan must be considered thoroughly and a 

13 comprehensive education and implementation plan must be 

14 developed. 

15 Pub. L. No. 23-42: 1 (Emphasis and bracketed text added). 

16 I Mina 'trentai Dos Na Liheslaturan Guahan has continued to review benefit 

17 levels and retirement policy in light of retirements of participants in the Defined 

18 Contribution Retirement System, as well as the Defined Benefit Plan. The review 

19 by I Mina 'trentai Dos Na Liheslaturan Guahan involved consideration of a 

20 comprehensive and detailed study by Milliman, Inc. of alternative retirement plans 

21 and arrangements, based upon the Actuarial Valuation under the Defined Benefit 

22 Plan as of September 30, 2008, and updated through September 30, 2013. The 

23 alternatives, which included cost comparisons between Social Security, the 

24 Defined Contribution Retirement System, Social Security plus the Defined 

25 Contribution Retirement System, and the I1ybrid Plan herein, were prepared as part 

26 of an analysis of funding requirements and retirement benefit levels of participants 

27 in the Defined Contribution Retirement System and future government of Guam 

2 



employees. 

2 I Mina 'trentai Dos Na Liheslaturan Guahan finds that the benefit levels of 

3 retirees of the Defined Contribution Retirement System, including those who 

4 voluntarily participate in the Deferred Compensation Program, have not been 

5 sufficient to maintain their standards of living in retirement. I Mina 'trentai Dos 

6 Na Liheslaturan Guahan finds that an alternative retirement program that 

7 combines a defined benefit "floor" of benefits, along with a salary reduction 

8 deferred compensation program, is necessary to provide a reasonable opportunity 

9 for government employees to maintain their standards of living in retirement, while 

IO also balancing the government's budgetary needs and obligations to active and 

11 retired government employees and their survivors. I lvfina 'trentai Dos Na 

12 Liheslaturan Guahan finds that this combination of benefits under an alternative 

13 "Hybrid Retirement System" is reasonable and prudent to balance the needs of 

14 government employees as well as the government as a whole, and is a preferred 

15 alternative to a continued Defined Contribution Retirement System plus Social 

16 Security, assuming that Social Security eligibility is extended to government of 

17 Guam employees. 

18 I Mina 'trentai Dos Na Liheslaturan Guahan intends to establish a new 

19 "Hybrid Retirement System" to be comprised of participation in: (1) the 

20 preexisting Retirement Fund that shall provide for an unreduced retirement defined 

21 benefit equal to 1.75% of an employee's average annual salary for each year of 

22 credited service at retirement age 65; and (2) the preexisting Deferred 

23 Compensation Program providing for a required pre-tax salary reduction 

24 contribution equal to one percent (I%) of a member's base salary. 

25 I Mina 'trentai Dos Na Liheslaturan Guahan intends that the new "Hybrid 

26 Retirement System" shall require mandatory participation by all new employees 

27 hired after December 3 I, 2014, with voluntary participation in certain 

3 



circumstances by participants with interests in the Defined Contribution 

2 Retirement System who elect to participate in, and, in certain circumstances, 

3 transfer their account balances to, the "Hybrid Retirement System" in accordance 

4 with regulations promulgated by the Board of Trustees of the Retirement Fund. 

5 SECTION 2. Summary of Key Provisions in New Hybrid Retirement 

6 System. A new Article 5 as described in Section 3 of this Act shall be added to 

7 Title 4 (Public Officers and Employees), Chapter 8 (Retirement of Public 

8 Employees), of the Guam Code Annotated to create a "Hybrid Retirement System" 

9 that is comprised of participation in the preexisting Retirement Fund and Deferred 

10 Compensation Program. Subsections A - E of this Section 2 are provided only as 

11 a convenient summary of the key provisions of the Hybrid Retirement System, and 

12 are not meant to be codified in Chapter 8, Title 4 of the Guam Code Annotated. 

13 A. 

14 

Participation in the Hybrid Retirement System 

(1) New Employees 

15 With limited exceptions, new employees whose employment 

16 commences on and after January I, 2015 shall participate in the Hybrid 

17 Retirement System. 

18 (2) Former Employees Who Are Reemployed 

19 (a) Reemployed employees who have retired under government of 

20 Guam sponsored plans are prohibited from participating in the Hybrid 

21 Retirement System. All reemployed employees who retired under the 

22 Defined Benefit Plan, the Defined Contribution Retirement System, or the 

23 Hybrid Retirement System are required to participate in the Defined 

24 Contribution Retirement System. 

25 (b) Reemployed employees who were members of the Defined 

26 Benefit Plan and did not refund (withdraw) their employee contributions 

27 upon separation from service shall resume membership in the Defined 

4 



Benefit Plan. 

2 (c) Reemployed employees with interests m the Defined 

3 Contribution Retirement System shall participate m the Defined 

4 Contribution Retirement System, unless such eligible employees timely 

5 elect to participate in the Hybrid Retirement System (and in some cases, 

6 transfer their account balances) under the following circumstances: 

7 (i) Such eligible employees who are reemployed during the 

8 "Eligibility Window" commencing on January 1, 2015 and ending on 

9 September 30, 2015, may, during the "Election Window" 

10 commencing on April I, 2015, and ending on September 30, 2015 

11 (October 31, 2015, for reemployment commencing during the month 

12 of September 2015), elect to participate in the Hybrid Retirement 

13 System and transfer their account balances in the Defined 

14 Contribution Retirement System to the Retirement Fund for credited 

15 service effective as of January 1, 2016. 

16 (ii) Such eligible employees who are reemployed after 

17 September 30, 2015, may, within 30 days of their reemployment, elect 

18 to participate in the Hybrid Retirement System, but may not transfer 

19 their account balances in the Defined Contribution Retirement System 

20 to the Retirement Fund for credited service. 

21 (3) Disabled Participants Receiving Ancillary Benefits Under 

22 Article 4 

23 Disabled participants in the Defined Contribution Retirement System 

24 who are receiving pre-retirement disability benefits under Title 4, Chapter 8, 

25 Article 4 of the Guam Code Annotated during the "Eligibility Window" 

26 commencing on January 1, 2015 and ending on September 30, 2015, may, 

27 during the "Election Window" commencing on April I, 2015 and ending on 

5 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 B. 

19 

20 

21 

22 

23 

24 

25 

26 

27 

September 30, 2015 (October 31, 2015, for participants who commence 

receiving disability benefits during the month of September 2015), elect to 

participate in the Hybrid Retirement System, effective upon the termination 

of their disability benefits in connection with their retirement or their 

reemployment with the Government of Guam, and transfer their account 

balance in the Defined Contribution Retirement System to the Retirement 

Fund for credited service. 

( 4) Current Employees 

Employees participating m the Defined Contribution Retirement 

System on December 31, 2014, may, during the "Election Window" 

commencing on April I, 2015 and ending on September 30, 2015, elect to 

participate in the Hybrid Retirement System, and transfer the required 

portion of their Defined Contribution Retirement System account balances to 

the Retirement Fund thereunder, effective as of January I, 2016. If the 

participant's account has been reduced by any withdrawal, the participant 

may repay the withdrawn amounts, plus interest, in order to reinstate full 

credited service under the Hybrid Retirement System. 

Employee Contributions 

(I) Mandatory pre-tax employee contributions equal to 9 .5o/o of the 

member's base salary shall be made to the Retirement Fund and subject to 

the management and administration of the Retirement Fund under Article 1, 

Chapter 8, Title 4, of the Guam Code Annotated. 

(2) Mandatory pre-tax employee contributions equal to one percent 

( l % ) of the member's base salary shall be made to the Deferred 

Compensation Program and subject to the management and administration 

of the Deferred Compensation Program under Article 3, Chapter 8, Title 4, 

of the Guam Code Annotated. 

6 



1 C. Employer Contributions 

2 Employer contributions on behalf of members under the Retirement Fund 

3 shall be in accordance with applicable contribution requirements described in 

4 Section 8137, Article I, Chapter 8, Title 4 of the Guam Code Annotated, as 

5 amended. 

6 D. 

7 

Member Retirement Benefits 

(I) The Retirement Fund shall provide a retirement annuity in an 

8 amount equal to 1.75% of a member's average annual salary (the average of 

9 the highest three annual base salaries, and where non-base compensation is 

10 excluded) for each year of credited service (subject to a minimum $1,200 per 

11 year, and a maximum of 85% of average annual salary). The retirement 

12 annuity shall be subject to annual increase based on specified fixed dollar 

13 increments. A member shall be eligible to receive an unreduced retirement 

14 annuity at age 65 (where the maximum benefit of 85% of average annual 

15 salary is achieved with 49 years of credited service), and shall be eligible to 

16 receive a reduced retirement annuity at age 55 and 25 years of credited 

17 service (subject to a reduction of .5% per month for each month under 

18 age65). 

19 (2) The DefetTed Compensation Program shall provide a retirement 

20 benefit equal to a member's account balance at the time of distribution, 

21 which account balance may be paid in the form of annuity, installment, or 

22 lump sum payments as may be elected by the member. 

23 E. Survivor And Disability Benefits 

24 (I) Under the Retirement Fund, surviving spouses shall be eligible 

25 for survivor benefits equal to 60% of a member's retirement annuity 

26 (minimum $1,200 per year). Surviving minor children shall be eligible for 

27 surviving child benefits equal to $2,880 per child (up to $14,400 in the 

7 



aggregate). An additional lump sum benefit of $1,000 also is available. 

2 The survivor annuity (but not annuity for surviving minor children) shall be 

3 subject to annual increase based on specified fixed dollar increments. 

4 (2) Under the Retirement Fund, a member shall be eligible for a 

5 disability retirement annuity equal to fifty percent (50%) of the member's 

6 average annual salary. The disability annuity shall be subject to annual 

7 increase based on specified fixed dollar increments. 

8 SECTION 3. Statutory Provisions Establishing Hybrid Retirement 

9 System. Article 5, Sections 8501-8508 are added to Chapter 8, Title 4 of the 

10 Guam Code Annotated, to read as follows: 

11 "Section 8501. Definitions 

12 As used in this Article, unless the context otherwise requires: 

13 (a) Actuarial Cost of Credited Service means a percentage of 

14 historical base salary corresponding to the service for which a member's 

15 account is credited with employer contributions under the Defined 

16 Contribution Retirement System through the date preceding the member's 

17 transfer to the Hybrid Retirement System. The applicable percentage shall 

18 be specified by the Board based on an actuarial review of the cost of 

19 credited service. The same percentage shall apply to all members. 

20 

21 

22 

23 

24 

(b) Board of Trustees or Board means the Board of Trustees of the 

government of Guam Retirement Fund, which is responsible for the 

direction and operation of the affairs and business of the Hybrid Retirement 

System. 

( c) Code means the United States Internal Revenue Code of 1986, 

25 as amended, and corresponding references to the Guam Territorial Income 

26 Tax Code, as may be appropriate. 
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(d) Deferred Compensation Program means the government of 

2 Guam Deferred Compensation Program established and operated m 

3 accordance with Article 3 of this Chapter and inclusive of modifications in 

4 the terms and conditions of the Deferred Compensation Program applicable 

5 to the members of the Hybrid Retirement System under this Article 5. 

6 (e) Defined Contribution System means the government of Guam 

7 Defined Contribution Retirement System established and operated in 

8 accordance with Article 2 of this Chapter and inclusive of modifications in 

9 the terms and conditions of the Defined Contribution Retirement System 

IO applicable to the members of the Hybrid Retirement System under this 

11 Article 5. 

12 (f) Director means the Director of the Government of Guam 

13 Retirement Fund as appointed by the Board in accordance with Section 8140 

14 of Article 1, Chapter 8 of Title 4 of the Guam Code Annotated. 

15 (g) Employer means each and every line department or agency of 

16 the Executive Branch, every autonomous and semi-autonomous agency or 

17 instrumentality, every public corporation, every educational institution, 

18 whether secondary or post-secondary, the Legislative Branch, the Judicial 

19 Branch, the Public Defender Corporation and every public entity hereafter to 

20 be created by law, within Guam which has employed or employs a member. 

21 (h) Excess Account Balance means the amount by which a 

22 member's account balances in Section 8208 (Member's Contributions) and 

23 Section 8209. l(a) (Rollover of Member's Contributions from Section 

24 8164(a)) of this Chapter exceeds the member's Actuarial Cost of Credited 

25 Service. 

26 (i) Existing Retirement System means the Government of Guam 

27 Retirement Fund established and operated in accordance with Article 1 of 
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this Chapter and exclusive of modifications in the terms and conditions of 

the Existing Retirement System applicable to the members of the Hybrid 

Retirement System under this Article 5. 

(j) Hybrid Retirement System or Hybrid Plan means the 

Government of Guam Hybrid Retirement System established and operated 

under this Article 5. The Hybrid Retirement System shall consist of the 

mandated and coordinated participation of members in two separate and 

preexisting retirement programs: (l)the Retirement Fund established and 

maintained under Article I, Chapter 8 of Title 4 of the Guam Code 

Annotated; inclusive of the modifications to the terms and conditions of the 

Retirement Fund for Hybrid Plan members as set forth in this Article 5; and 

(2) the Deferred Compensation Program established and maintained under 

Article 3, Chapter 8 of Title 4 of the Guam Code Annotated. 

(k) Member or Hybrid Plan member means any person who meets 

the eligibility requirements for membership in the Hybrid Retirement 

System as described in Section 8502 and participates in the Hybrid 

Retirement System. 

(I) Retirement Fund means the Government of Guam Retirement 

Fund established and operated in accordance with Article I of this Chapter 

and inclusive of the modifications in the terms and conditions of the Existing 

Retirement System applicable to members of the Hybrid Retirement System 

under this Article 5. 

Section 8502. Establishment of the Government of Guam Hybrid 

Retirement System; Membership in Hybrid Retirement System 

(a) Hybrid Retirement System. Beginning January I, 2015, the 

Government of Guam Hybrid Retirement System shall be established 

hereunder, which System shall be comprised of membership under the 

10 



Government of Guam Retirement Fund established under Article I of this 

2 Title and the Defen-ed Compensation Program established under Article 3 of 

3 this Title. The Hybrid Retirement System does not comprise a separate fund 

4 or trust for members thereunder, but is the coordinated dual participation on 

5 a mandatory basis at specified benefit levels in both the Retirement Fund 

6 and the Deferred Compensation Program. Beginning January !, 2015, the 

7 Hybrid Retirement System shall be the single retirement program for all new 

8 employees whose employment commences on or after that date. No 

9 additional new employees shall be admitted to the Defined Contribution 

IO System on or after such date, except as provided from time to time in the 

11 Defined Contribution System. Members of the Defined Contribution 

12 System whose employment continues beyond December 31, 2015, shall 

13 continue to contribute to and participate in the Defined Contribution System 

14 without change in provisions or benefits, except for members who elect to 

15 become Hybrid Plan members pursuant to Section 8502(b) or as provided 

16 from time to time under the Defined Contribution System. 

17 (b) Membership in Retirement Fund 

18 (!) New Emplovees. All new employees whose employment 

19 commences on or after January 1, 2015, and who satisfy the eligibility 

20 requirements for membership under Sections 8105-8106, shall participate in 

21 the Retirement Fund as "Hybrid Plan members" in accordance with such 

22 eligibility requirements. No additional new employees shall be admitted to 

23 the Existing Retirement System or the Defined Contribution System on or 

24 after January I, 2015, except as provided hereunder or provided from time to 

25 time under the Existing Retirement System or the Defined Contribution 

26 System, respectively. Members of the Existing Retirement System whose 

27 employment continues beyond December 31, 2014, shall continue to 
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1 contribute and participate in the Existing Retirement System without change 

2 in provisions or benefits, except as provided from time to time under the 

3 Existing Retirement System. Except for those members who elect to 

4 participate in the Hybrid Retirement System pursuant to Section 8502(b )(2), 

5 members of the Defined Contribution System whose employment continues 

6 beyond December 31, 2014, shall continue to contribute and participate in 

7 the Defined Contribution System without change in provisions or benefits, 

8 except as provided from time to time under the Defined Contribution 

9 System. 

10 (2) Hybrid Plan Election by Current Employees in Defined 

11 Contribution System. All employees who are members in the Defined 

12 Contribution System on December 31, 2014, shall be eligible to elect on a 

13 voluntary basis to become Hybrid Plan members effective as of January I, 

14 2016, and to terminate active participation in the Defined Contribution 

15 System as of such date, by making the appropriate election with the Hybrid 

16 Retirement System in the form and manner as determined by the Board 

17 during the election period commencing on April !, 2015, and ending on 

18 September 30, 2015. After having made such election to become a Hybrid 

19 Plan member, the member may not change such election or again become an 

20 active member of the Defined Contribution System. The failure to make 

21 such election shall be deemed to constitute an election by the member to 

22 remain as an active member under the Defined Contribution System. Such 

23 election shall not apply to members in the Defined Contribution System who 

24 have retired or otherwise tenninated employment from government service 

25 and who are not employed by the Government of Guam at the time of the 

26 election and as of the January I, 2016, effective date of participation in the 

27 Hybrid Plan. 
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(3) Reemployment of Existing Retirement System Member. 

2 Any employee who is a member in the Existing Retirement System, who 

3 leaves government service and who is later reemployed after December 31, 

4 2014 by the Government of Guam, shall become an active member in the 

5 Existing Retirement System upon reemployment if such employee has not 

6 received a refund of contributions resulting in ineligibility for membership 

7 under Section 8 l 30(b ), and if such employee otherwise meets the eligibility 

8 requirements under the Existing Retirement System. However, if such 

9 employee has received a refund of contributions under Section 8130, and if 

10 such employee otherwise meets the eligibility requirements for membership 

11 under Sections 8105-8106, then such employee shall become an active 

12 member in the Hybrid Retirement System upon reemployment. 

13 (4) Reemployment of Defined Contribution System Member. 

14 Any employee who is a member maintaining an interest in the 

15 Defined Contribution System, who leaves government service and who is 

16 later reemployed after December 31, 2014, by the Government of Guam, 

17 shall become an active member in the Defined Contribution System upon 

18 reemployment if such employee otherwise meets the eligibility requirements 

19 under the Defined Contribution System. However, if such a member is 

20 reemployed during the period commencing on January 1, 2015, and ending 

21 on September 30, 2015, then: (A) the member shall be eligible to elect on a 

22 voluntary basis to become a member of the Hybrid Plan if such member 

23 otherwise meets the eligibility requirements for membership under Section 

24 8105-8106; (B) the election period for this election shall be the period 

25 commencing on April I, 2015, and ending on September 30, 2015 (or 

26 October 31, 2015, for members reemployed during the month of September 

27 2015), and the effective date of the member's membership in the Hybrid 
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Plan shall be January I, 2016; and (C) the member's account under the 

2 Defined Contribution System shall be subject to transfer to the Hybrid 

3 Retirement System in accordance with Sections 8503(d)(2) and 8504. 

4 Further, if such a member is reemployed after September 30, 2015: (A) the 

5 member shall be eligible to elect on a voluntary basis to become a member 

6 of the Hybrid Plan if such member otherwise meets the eligibility 

7 requirements for membership under Section 8105-8106; (B) the election 

8 period for such election shall be the thirty (30)-day period beginning on the 

9 date of reemployment, and the effective date of the member's membership in 

IO the Hybrid Plan shall be the date of reemployment; and (C) the member's 

11 account under the Defined Contribution System shall not be subject to 

12 transfer to the Retirement Fund. 

13 (5) Reemployment of Defined Contribution System Member 

14 on Disability. Notwithstanding the above Section 8502(b )( 4), a member of 

15 the Defined Contribution System who had incurred a disability and at any 

16 time been eligible to receive any benefits provided under any long-term 

17 disability insurance policy issued pursuant to Section 8213 or Article 4 of 

18 this Title shall not be eligible for membership under the Hybrid Retirement 

19 System upon reemployment, but such member who satisfies the eligibility 

20 requirements for membership under Sections 8206-8207 at such time shall 

21 participate in the Defined Contribution System in accordance with such 

22 eligibility requirements. However, in the case of a member of the Defined 

23 Contribution System who is receiving disability benefits under Section 8213 

24 or Article 4 of this Title during the period commencing January 1, 2015, and 

25 ending on September 30, 2015, such member shall be eligible to elect on a 

26 voluntary basis to become a member of the Hybrid Plan in the event of the 

27 member's reemployment or retirement on or after January l, 2016. For this 
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purpose, the eleetion period for this election shall be the period commencing 

2 on April I, 2015, and ending on September 30, 2015 (or October 31, 2015, 

3 for members who commence receiving disability benefits during the month 

4 of September 2015), and the effective date of the member's membership in 

5 the Hybrid Plan shall be the later of: (A) January 1, 2016, or (B) the date of 

6 the member's reemployment or retirement. 

7 (6) Reemployment of Government of Guam Retiree. Any 

8 employee who retired under the Existing Retirement System, the Defined 

9 Contribution System, or the Hybrid Retirement System, shall participate in 

IO the Defined Contribution Plan upon reemployment. 

11 ( c) Membership in Deferred Compensation Program. Hybrid Plan 

12 members shall participate in the Deferred Compensation Program effective 

13 as of the date on which they commence participation in the Retirement Fund. 

14 (d) Membership in Welfare Benefit Plans. Hybrid Plan members 

15 shall not be eligible to participate in the welfare benefit plans established 

16 and maintained under Article 4 of this Title. As such, members of the 

17 Defined Contribution System who elect to become Hybrid Plan members 

18 pursuant to Section 8502(b) shall terminate participation in such welfare 

19 benefit plans effective as of the date on which they commence participation 

20 in the Hybrid Retirement System. 

21 (e) Applicability of Articles 1-3, Chapter 8. Except as otherwise 

22 provided hereunder, with respect to Hybrid Plan members who partieipate in 

23 the Retirement Fund, Defined Contribution System, and Deferred 

24 Compensation Program in accordance with the Hybrid Retirement System 

25 provisions under this Article 5, the provisions of Articles 1-3 of this Chapter 

26 8, respectively, shall be applicable to Hybrid Plan members in a manner no 

27 different than the application to members who are not Hybrid Plan members. 
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Section 8503. Hvbrid Plan Member Basic Retirement Annuity 

2 (a) Amount of Basic Retirement Annuity. Notwithstanding the 

3 otherwise applicable formula under Section 8122 or other successor 

4 provision, the basic retirement annuity payable to a Hybrid Plan member 

5 under the Retirement Fund shall be the following: 

6 (I) an amount equal to one and three quarters percent 

7 (I. 75%) of average annual salary for each year of credited service; 

8 (2) no basic retirement annuity shall exceed eighty-five 

9 percent ( 85%) of average annual salary; and 

1 O (3) the basic retirement annuity shall not, in any case, be less 

11 than One Thousand Two Hundred Dollars ($1,200) per year per member. 

12 For purposes of defining "salary" and "average annual salary" under Section 

13 8104(i) and G), respectively, with respect to the determination of the basic 

14 retirement annuity payable to a Hybrid Plan member, the term "salary" shall 

15 mean the member's base salary excluding all non-base compensation. 

16 (b) Automatic Increases in Annuity for Basic Retirement Annuity. 

17 Any Hybrid Plan member receiving a basic retirement annuity under the 

J 8 Retirement Fund shall receive each year on the anniversary date of the 

19 member's retirement or entitlement, an automatic "sliding scale" increase in 

20 the member's annual annuity as applicable under the Retirement Fund 

21 pursuant to Section 8122 or other successor provision. 

22 (c) Retirement. Notwithstanding the otherwise applicable 

23 retirement requirements under Sections 8119-8120. I or other successor 

24 provisions, a Hybrid Plan member may retire on a service retirement annuity 

25 under the Retirement Fund, upon written application to and approval by the 

26 Board; provided that such member shall have attained at least sixty-five (65) 

27 years of age and has completed five (5) years of service. However, at the 
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option of the Hybrid Plan member, whether active or inactive, such member 

2 may retire after (!) attaining at least fifty-five (55) years of age and (2) 

3 completing twenty-five (25) years of service, in which case the retirement 

4 annuity for such member shall be reduced one half ( 112) of one percent (I%) 

5 for each month such member is under the age of sixty-five (65) years at such 

6 time of retirement, from the amount of the retirement annuity determined for 

7 such member as of his attainment of age sixty-five (65). 

8 ( d) Credited Service for Transfers from Defined Contribution 

9 System 

10 (1) Transfer of Account to Hybrid Retirement System. With 

11 respect to a member in the Defined Contribution System who elects to be a 

12 member in the Hybrid Retirement System effective as of January 1, 2016, in 

13 accordance with the election procedures under Section 8502(b )(2), the 

14 member's account balance under the Defined Contribution System shall be 

15 transferred to the Hybrid Retirement System, in accordance with Section 

16 8504, effective as of January 1, 2016. Further, with respect to a member in 

17 the Defined Contribution System who is reemployed during the period 

18 commencing January 1, 2015, and ending on September 30, 2015, by the 

19 Government of Guam and who becomes a member in the Hybrid Retirement 

20 System effective as of January 1, 2016, following reemployment in 

21 accordance with Section 8502(b)(4), the member's account balance under the 

22 Defined Contribution System shall be transferred to the Hybrid Retirement 

23 System, in accordance with Section 8504, effective as of January 1, 2016. 

24 Finally, with respect to a member in the Defined Contribution System who is 

25 receiving disability benefits and who becomes a member in the Hybrid 

26 Retirement System upon reemployment or retirement in accordance with 

27 Section 8502(b)(5), the member's account balance under the Defined 
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Contribution System shall be transferred to the Hybrid Retirement System, 

2 in accordance with Section 8504, effective as of the effective date of the 

3 member's membership in the Hybrid Plan as described in Section 

4 8502(b)(5). In these cases, as of the effective date of the transfer of a 

5 member's account from the Defined Contribution System to the Hybrid 

6 Retirement System, such member's membership in the Defined Contribution 

7 System shall terminate. The transfer of a member's account from the 

8 Defined Contribution System to the Hybrid Retirement System attributable 

9 to the transfer of Member Contributions pursuant to Section 8208, and 

IO Member's Contribution Reserve and Transfer Incentive Reserve pursuant to 

11 Section 8209. l(a)-(b ), shall be made in accordance with Section 8504. The 

12 transfer of a member's Employer Account to the Hybrid Retirement System 

13 attributable to the transfer of Employer's Contributions pursuant to Section 

14 8209(a) (whether the account reflecting such employer contributions are 

15 vested or unvested, and inclusive of unvested suspense accounts) shall be 

16 pursuant to subsection 8503( d)(2). Any Ancillary Benefit Account 

17 maintained under the Defined Contribution System on behalf of the member 

18 as described in Section 8201 (n) shall not be subject to transfer. 

19 (2) Defined Contribution System Credited Service. Effective 

20 as of the effective date of the transfer of the member's account from the 

21 Defined Contribution System to the Retirement Fund under this Section 

22 8503( d), the service for which the member's account is credited with 

23 employer contributions under the Defined Contribution System (including 

24 the service under the Retirement Fund attributable to the employee 

25 contributions previously transferred from the Retirement Fund to the 

26 Defined Contribution System pursuant to the member's election under 

27 Section 8207), shall be credited to the member for purposes of determining 
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the member's years of credited service and basic retirement annuity under 

2 the Retirement Fund in accordance with Section 8503. In connection with 

3 credited service transferred from the Defined Contribution System to the 

4 Retirement Fund under Section 8503( d)(l ), a member's Section 8209(a) 

5 Employer's Contribution account (whether the account reflecting such 

6 employer contributions are vested or unvested, and inclusive of unvested 

7 suspense accounts) shall be transferred to the member's Section 8164(b) 

8 account (Employer's Contribution Reserve) under the Retirement Fund. 

9 ( 3) Credited Service for Repayment of Defined Contribution 

10 System Contributions. In the event that the Hybrid Plan member's account 

11 under the Defined Contribution System was previously reduced by the 

12 member's withdrawal of an amount from the member's account that is 

13 attributable to contributions during the member's active participation in the 

14 Defined Contribution System, the member shall be allowed to repay to the 

15 Retirement Fund the amount of the withdrawal, adjusted for interest during 

16 the period commencing on the date of the withdrawal and ending on the date 

17 of the repayment, which repayment must be made in any combination of the 

18 following: a single payment, transfer of Excess Account Balance, or 

19 installments to the Retirement Fund in accordance with the Title 2, Division 

20 1, Chapter 3, Article 1, of the Guam Administrative Rules, as amended. If 

21 such withdrawn portion of the member's account is not timely repaid in full 

22 to the Retirement Fund, then the service that otherwise would be credited 

23 under the Retirement Fund for service during the member's active 

24 participation in the Defined Contribution System shall be reduced to account 

25 for the service to which the withdrawal relates, in accordance with rules, 

26 regulations, and procedures as promulgated or approved by the Board. 
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1 ( 4) Credited Service for Repayment of Prior Retirement 

2 Fund Contributions. In the event that the member's account under the 

3 Defined Contribution System was previously reduced by the member's 

4 withdrawal of an amount from the member's account that is attributable to 

5 the prior transfer of employee contributions from the Retirement Fund to the 

6 Defined Contribution System (specifically, considering only the portion of 

7 the account derived from the transferred Member's Contribution Reserve, 

8 and not the Employer's Contribution Reserve) pursuant to the member's 

9 election under Section 8207, the member shall be allowed to repay to the 

IO Retirement Fund the amount of the withdrawal, adjusted for interest during 

11 the period commencing on the date of the withdrawal and ending on the date 

12 of the repayment, which repayment must be made in any combination of the 

13 following: a single payment, transfer of Excess Account Balance, or 

14 installments to the Retirement Fund in accordance with the Title 2, Division 

15 1, Chapter 3, Article l, of the Guam Administrative Rules, as amended. If 

16 such withdrawn portion of the member's account is not timely repaid in full 

17 to the Retirement Fund, then the service that otherwise would be credited 

18 under the Retirement Fund for service during the member's prior 

19 participation in the Retirement Fund shall be reduced to account for the 

20 service to which the withdrawal relates in accordance with rules, regulations, 

21 and procedures as may be promulgated or approved by the Board. 

22 Section 8504. Transfer of Member Accounts from Defined 

23 Contribution System; Transfer of Excess Account Balance, If Any 

24 (a) In connection with credited service transferred from the 

25 Defined Contribution Retirement System to the Retirement Fund under 

26 Section 8503(d)(l), a member's Member Account balances in the Defined 

27 Contribution System shall be transferred to the Hybrid Retirement System in 
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1 accordance with this Section. 

2 (b) An amount equal to the lesser of a member's: (I) Section 8208 

3 and Section 8209.l(a) account balances, if any; or (2) actuarial cost of 

4 credited service, shall be transferred to the Hybrid Retirement System as set 

5 forth in this subsection 8504(b ). The actuarial cost of credited service for a 

6 member transferring to the Hybrid Plan shall be funded first from the 

7 member's Section 8209. l(a) account, if any, and applied to the member's 

8 Section 8164(a) Member's Contribution Reserve; any further amounts 

9 needed to fund up to the actuarial cost of credited service shall be funded 

10 next from the member's Section 8208 pre-tax account and applied to a pre-

11 tax subaccount in the member's Section 8 l 64(a) Member's Contribution 

12 Reserve. Excess Account Balance, if any, attributable to a member's 

13 Section 8209.l(a) account shall be transferred to the member's post-tax 

14 account in the Deferred Compensation Program, except for amounts 

15 designated by the member to be applied to repay prior partial withdrawals 

16 from the member's account in accordance with Section 8503(d)(3). Excess 

17 Account Balance, if any, attributable to a member's Section 8208 Member 

18 Contribution Account shall be transferred to the member's pre-tax account 

19 in the Deferred Compensation Program, except for amounts designated by 

20 the member to be applied to repay prior partial withdrawals from the 

21 member's account in accordance with Section 8503(d)(3). 

22 ( c) An amount equal to the member's Section 8209.1 (b) account 

23 (Rollover Employer's Contributions from Section 8 l 64(b ), also referred to 

24 as the Transfer Incentive Reserve) shall be transferred to the member's pre-

25 tax account in the Deferred Compensation Program, except for amounts 

26 designated by the member to be applied to repay prior partial withdrawals 

27 from the member's account in accordance with Section 8503(d)(3). 
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Section 8505. Hybrid Plan Member Disability Retirement 

2 Annuity 

3 (a) Amount of Disability Retirement Annuitv. Notwithstanding 

4 the otherwise applicable formula under Section 8125 or other successor 

5 provision, the amount of basic disability retirement annuity for a Hybrid 

6 Plan member under the Retirement Fund shall be fifty percent (50%) of 

7 average annual salary based on the average three (3) highest annual salaries 

8 received the member during that member's years of credited service. 

9 For purposes of defining "salary" and "average annual salary" under Section 

IO 8104(i) and (j), respectively, with respect to the determination of the basic 

11 disability retirement annuity payable to a Hybrid Plan member, the term 

12 "salary" shall mean the member's base salary excluding all non-base 

13 compensation. 

14 (b) Automatic Increases in Annuity for Disability Retirement 

15 Annuitv. Any Hybrid Plan member receiving a recomputed disability 

16 

17 

18 

19 

20 

21 

24 

26 

27 

retirement annuity under the Retirement Fund shall receive each year on the 

anniversary date of the member's retirement or entitlement, an automatic 

sliding scale increase in the member's annual basic disability retirement 

annuity as applicable under the Retirement Fund pursuant to Section 8129 or 

other successor provision. 

Section 8506. Hybrid Plan Member Death and Survivors Benefits 

The death benefit and survivor annuity provisions in connection with 

a member's death under Sections 8131-8135 or other successor provisions 

shall be applicable to Hybrid Plan members in a manner no different than the 

application to members who are not Hybrid Plan members. 

Section 8507. Hybrid Plan Member Contributions to Fund 

The member contribution provisions under Section 8136 or other 
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1 successor provision shall be applicable to Hybrid Plan members in a manner 

2 no different than the application to members who are not Hybrid Plan 

3 members. However, notwithstanding that the contributions by Hybrid Plan 

4 members are designated as member contributions and shall be administered 

5 as member contributions under Section 8136, such contributions shall be on 

6 a mandatory basis deducted from the member's base salary and paid by the 

7 employer in lieu of contributions by the member, and shall constitute pre-tax 

8 "pick-up" employer contributions for purposes of determining the income 

9 tax treatment of such contributions under Section 4 l 4(h) of the United States 

IO Internal Revenue Code. 

11 Section 8508. Deferred Compensation Program 

12 In accordance with Section 8308, the employer shall deduct and credit 

13 Hybrid Plan member contributions under the Deferred Compensation 

14 Program in an amount equal to one percent (lo/o) of the member's base 

15 salary. However, notwithstanding that the contributions by Hybrid Plan 

16 members are designated and shall be administered as member contributions 

17 under Section 8308, such contributions shall be on a mandatory basis 

18 deducted from the member's base salary and paid by the employer in lieu of 

19 contributions by the member, and shall constitute pre-tax "pick-up" 

20 employer contributions for purposes of determining the income tax treatment 

21 of such contributions under Section 414(h) of the United States Internal 

22 Revenue Code." 

23 SECTION 4. Rules and Regulations. No later than December 31, 2014, 

24 the Board of Trustees of the Retirement Fund shall approve such plan documents, 

25 rules, regulations, administrative procedures and forms at it may deem necessary 

26 and appropriate to implement the Hybrid Retirement System under this Article 5. 
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SECTION 5. Effective Date. Except as otherwise provided herein, this 

2 Act shall take effect upon enactment. 

3 SECTION 6. Severability. If any provision of this Act or its application to 

4 any person or circumstance is found to be invalid or contrary to law, such 

5 invalidity shall not affect other provisions or applications of this Act which can be 

6 given effect without the invalid provisions or applications, and to this end the 

7 provisions of this Act are severable. 
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