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The Honorable Antonio R. Unpingco

Speaker

I Mina'Bente Singko na Liheslaturan Gudhan

Twenty-Fifth Guam Legislature

Guam Legislature Temporary Building L A0eawvn
155 Hesler Street 5.4 a%
Hagétiia, Guam 96910

Dear Speaker Unpingco:

Enclosed please find Substitute Bill No. 185 (COR), "AN ACT TO AMEND
§88207, 8210, 8164(a), 8164(b) AND 8218(h), AND TO ADD §8209.1 AND
8201(0), ALL OF CHAPTER 8 OF TITLE 4 OF THE GUAM CODE ANNOTATED,
RELATIVE TO EXTENDING THE TRANSFER PERIOD OF THE MEMBERS OF THE
GOVERNMENT OF GUAM RETIREMENT FUND TO THE DEFINED
CONTRIBUTION RETIREMENT SYSTEM", which [ have signed into law today
as Public Law No. 25-19.

This legislation offers incentives for more government of Guam employees
to shift from the old defined benefits retirement plan to the new defined
contribution retirement plan now in place.

The incentives offered are the following:

1) Lengthens the time for choosing to be a member of the defined
contribution plan until December 31, 1999,

2) If a person chooses to be a member of the defined contribution plan
between now and December 31, 1999, Five Percent (5%) of a
member's annual base pay for each year of creditable service
directly prior to transferring to the defined contribution plan, up to a

maximum of 5 years, is transferred to a “transfer incentive..reserve” .

for that employee. i
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This "transfer incentive reserve" may be accessed by the employee
according to the distribution limitations as promulgated by the Board
of Trustees of the Government of Guam Retirement Fund.

In the event that a member dies, or becomes permanently and
totally disabled, the member or the member's beneficiaries may
access his "transfer incentive reserve” fund in a lump sum payment.

Very truly yours,

arl T. C. Gutierrez
I Maga'Lahen Guahan
Governor of Guam

Attachment: copy attached for signed bill or overridden bill

ce

original attached for vetoed bill

The Honorable Joanne M. S§. Brown
Legislative Secretary
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MINABENTE SINGKO NA LIHESLATURAN GUAHAN
1999 (FIRST) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO I MAGA'LAHEN GUAHAN

This is to certify that Substitute Bill No. 185 (COR), “AN ACT TO AMEND §$8207,
8210, 8164(a), 8164(b) AND 8218(h), AND TO ADD §§8§209.1 AND 8201(0), ALL. TO CHAPTER 8
OF TITLE 4 OF THE GUAM CODE ANNOTATED, RELATIVE TO EXTENDING THE TRANSFER
PERIOD OF THE MEMBERS OF THE GOVERNMENT OF GUAM RETIREMENT FUND TO THE

DEFINED CONTRIBUTION RETIREMENT SYSTEM,” was on the 3™ of May, 1999, duly
and regularly passed.

A@Io R. UNPINGCO
Speaker

JOANNE M.S. BR
Senator and Legislative Secretary

This Act was received by I Maga'lahen Guahan this éM day of /453'{4— , 1999

at LAY o’clock ﬂ_.M. % \ 4
m@/

Assistant Staff Officer
Maga'lahi’s Office

APPROVED:

W

CARL T. C. GUTIERREZ
[ Maga'lahen Guahan

Date: (" /G 9’?
Public Law No. 025 / 9
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MINA'BENTE SINGKO NA LIHESLATURAN GUAHAN
1999 (FIRST) Regular Session

Bill No. 185 (COR)
As substituted by the Author
and amended on the Floor.

Introduced by:

Pangelinan
Moylan
Aguon, Jr.

Blaz
S. Brown

E. B. Calvo
M. G. Camacho
Mark Forbes
L. F. Kasperbauer
A.C. Lamorena, V
C. A. Leon Guerrero
J. C. Salas
S. A. Sanchez, II
A. R. Unpingco

.C.
.S

. B.

. C. Bermudes
.C.

.M.
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AN ACT TO AMEND §§8207, 8210, 8164(a), 8164(b)
AND 8218(h), AND TO ADD §§8209.1 AND 8201(0),
ALL TO CHAPTER 8 OF TITLE 4 OF THE GUAM
CODE ANNOTATED, RELATIVE TO EXTENDING
THE TRANSFER PERIOD OF THE MEMBERS OF
THE GOVERNMENT OF GUAM RETIREMENT
FUND TO THE DEFINED CONTRIBUTION

RETIREMENT SYSTEM.
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BE IT ENACTED BY THE PEOPLE OF GUAM: .

Section 1. Legislative Findings. I Liheslaturan Gudhan finds that
Public Law Number 23-42, which established the Defined Contribution
Retirement System for all new employees of the government of Guam whose
employment commences on or after October 1, 1995, was enacted to protect
and preserve the fiscal soundness of the existing Defined Benefit Retirement
System, for the benefit of all members, present and future. To achieve this
objective, a certain number of members of the Defined Benefits Plan had to,
and were expected to, transfer to the newly-created Defined Contribution
Plan. The Government of Guam Retirement Fund and its actuary estimated
that approximately thirtv-five percent (35%) of the members of the Defined
Benefits Retirement System with less than five (5) vears of service and twentv-
five percent (25%) of the members with service between five (5) and twenty
(20) years of service would elect to transfer to the Defined Contribution
Retirement System. Actual transfers, however, fell much below expectations.

[ Likeslaturan Guahan further finds that creating incentives for those
enrolled in the Defined Benefits Plan to transfer to the Defined Contribution
Plan will have:

(1) a positive effect on the financial stability of the Defined

Benefits Plan;

(2)  further reduce the unfunded lability of the Retirement

Fund; and

(3)  increase the security ratio of the Retirement Fund.

I~



T Nl

W o N1 oy U e W N

T S S S g
oy Ul WM = O

S T S T N e e
— O O 0 N

| | hil -

Section 2. Legislative Intent. It is therefore the intent of [

Liheslaturan Gudhan to provide incentives for members of the Defined Benefits
Retirement System who transfer to the Defined Contribution Retirement
System, thus expanding the membership base of the new system and meeting
the objectives which led to the establishment of the Defined Contribution
Plan—to preserve the integrity of the Government of Guam Retirement

System for the future of all its prospective retirees.

Section 3. Section 8164{a) of Article 1, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby amended to read as follows:

"(a) Members’ Contribution Reserve. The amounts contributed
by the members shall be credited to this reserve, together with regular
interest thereon as herein provided. An individual account shall be
maintained for each member, to which shall be credited the amounts of
his contributions and interest thereon. Regular interest on such
contributions shall be credited annually, as of the close of each year and
shall be allowed only on the amount of the accumulated contributions
standing to the credit of each member at the close of each year. A
statement of account shall be issued to each member, annually, as of the
end of each fiscal vear, showing the amount of his accumulated
contributions plus interest.

Upon the granting of a service retirement annuity, disability
annuity or survivors annuity or benefit, the accumulated contributions,
including interest, to the credit of the member concerned shall be

transferred from this reserve to the retirement reserve. Refunds and
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death benefit pavments representing members’ contributions shall be
charged to this reserve. |

Upon effective election by a member to participate in the Defined
Contribution Retirement System in accordance with the provisions of
§8207 of this Chapter, the accumulated contributions, including interest,
to the credit of the member concerned shall be transferred from this
reserve to the member's account in the Defined Contribution Retirement
System and treated as the member's contribution, subject to distribution
limitations applicable to funds in the member's account.”

Section 4. Section 3164(b) of Article 1, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby amended to read as follows:

"(b) Employer’s Contribution Reserve. The amounts
contributed by the Government under the provisions hereof, for service
retirement annuity, disability retirement annuity and benefits to
survivors covering membership service and prior service, shall be
credited to this reserve. Regular interest shall be credited annually
upon the mean amount in the reserve.

Upon granting of a service retirement annuity, disability
retirement annuity or survivors' benefit, an amount representing the
excess of the acfuarial value of the annuity or benefit over the
accumulated contributions of the member, including interest, shall be
transferred from this reserve to the retirement reserve,

Upon effective election by a member to participate in the Defined
Contribution Retirement System in accordance with the provisions of

§8207 of this Chapter, an amount equal to five percent (5%) of the

4:
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member’s annual base pay for each vear of creditable service
immediately prior to the member’s transfer, up to a maximum of five (3)
years, not including interest, shall be transferred from this reserve to the

Transfer Incentive Reserve in accordance with §8209.1(b) of this Chapter

“and shall be subject to the distribution limitations as promulgated by

the board. Transters made pursuant to this Subsection constitute a
window benefit to the transferring member and shall notf be available
after December 31, 1999.”

Section 5. Section 8201(o) is hereby added to Article 2, Chapter 8 of Title

4 of the Guam Code Annotated to read as follows:

“(0oy 'Transfer Incentive Reserve’ means an account established for
the benefit of the member under a trust agreement to record the deposit
of rollover funds received from the Employer’s Contribution Reserve in
accordance with §8164(b) of this Chapter, and shall include subsequent
interest, dividends, and/or other accumulations credited or debited on
behalf of the member, all of which shall be segregated from member and
employer contributions and shall be subject to distribution limitations in
accordance with this Article and as set forth in rules promulgated by the
Board.”

Section 6. Section 5207 of Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is herebv amended to read as follows:

"Section 8207.  Voluntary Participation in System.
(@)  Any member, with less than twenty (20) vears service

credit, recognized under the existing svstem may, upon written

J
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election, voluntarily elect membership in the Government of
Guam Defined Contribution Retirement System, on a prospective
basis, on or after October 1, 1995. Said member of the existing
retirement svstem upon election to withdraw his or her
contribution plus interest, must then deposit such funds in the
Government of Guam Defined Contribution Retirement System;
and as a result thereof, such member's years of service credit in
the existing system shall be applied toward the years of
employment service for vesting purposes under §8210 of this
Article, and no further benefits will be payable to such member
under the existing retirement system. Members electing to
transfer to the Defined Contribution Retirement System will have
their transfers effective at the end of the first pay period following
the month of transfer. Employees will have fifty-one (51) months,
after enactment of this legislation in which to elect to transfer to
the Defined Contribution Retirement System. After having made
such election, the employee may not change such election or again
become a member of the existing retirement system. Any member
who does not select one (1) option or the other at the end of the
fitty-one month period shall be deemed to have irrevocably

elected to be a member in the existing svstem.”

Section 7. Section 5218(h) ot Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is herebv amerded to read as follows:

“(h) Process pre--October 1, 1993, hire elections, transfer

accumulated member contributions from existing retirement system to

6
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defined contribution plan or calculate frozen accrued benefits in existing
retirement plan as appropriate. This step is to be completed within
fifty-one (51) months of enactment of enabling legislation.”

Section 8. Section $209.1 is hereby added to Article 2, Chapter 8 of Title

4 of the Guam Code Annotated to read as follows:

“Section 8209.1. Rollover from Member's and Employer's
Contributions Reserves. (a) Rollover of Member's
Contributions. Amounts transferred from the Member’s Contribution
Reserve in accordance with Subsection (a) of §8164 of this Chapter shall
be deposited to the member's account established for the benefit of the
member under a trust agreement, and shall be subject to distribution
limitations as provided in rules promulgated by the board. A statement
of account shall be issued to each member of the Government of Guam
Defined Contribution Retirement System who maintains an individual
account in this Reserve, annually, as of the end of each fiscal year,
showing the amount of the member’s rolled over contributions and
interest, dividends and/or other accumulations credited or debited on
behalf of the member.

{b) Rollover of Employer’s Contributions. Amounts
transferred from the Employer's Contribution Reserve to fund transfer
mcentive benefits in accordance with Subsection (b) of §8164 of this
Chapter shall be deposited to the member’s account in a Transfer
Incentive Reserve established for the benefit of the member under a

trust agreement. The Transfer Incentive Reserve shall be segregated

[
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from employer contributions, and an individual account shall be
maintained for each member and include subsequent interest,
dividends, and/or any other accumulations credited or debited on

behalf of the member.”

- Section 9. Section 8210 of Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby amended to read as follows:

“Section 8210. Termination of Membership. (a) Any
member who leaves government service after the completion of five (3)
complete vears of employment service, for vesting purposes shall be
eligible following his or her attainment of age fifty-five (55) to receive a
distribution from the member’s account of an amount equal to the
member’s contribution plus one hundred percent (100%) of the
employer contributions and amounts in the member’s Transfer
Incentive Reserve and any earnings thereon.

(b) Any member who leaves government service after the
completion of five (5) vears, but less than twénty (20) years of service
shall be eligible to receive a distribution from the member's account, an
amount equal to the member's contributions plus any earnings thereon,
provided said member is less than fifty-five (55) years of age at
termination. The board shall promulgate rules and regulations to
determine reinstatement of vesting service with respect to future
government contributions upon reemployment of the member.

() Any member who leaves government service prior to the
completion of five (3} complete years of employment service for vesting

purposes shall be eligible to receive a distribution from the member's

v
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account of an amount equal to the member’s contributions, plus any
earnings thereon following his or her termination of employment.

(d) Notwithstanding any of the foregoing in the event of
permanent and total disability or death of any member, that member or
his or her beneficiary shall be eligible to receive a distribution equal to
the member’s contributions plus one hundred percent (100%) of the
employer'é contributions and amounts in the member’s Transfer
Incentive reserve and any earnings thereon.

(e) The remaining balance, if any, in the member's account after
the distribution shall be credited to a suspense account. Any account
balances credited to the suspense account shall be maintained by the
board for a period of five (5) years following termination of the
member's employment. In the event that the member does not return to
the employ of the emplover within said five (5) years, the amount
attributable to such member shall be released from the suspense account
and applied to employer contributions in future years. The aggregate
amount of forfeitures released from the suspense account at the end of
each fiscal year will be applied as contributions of contributing
employers in proportion to the aggregate amount of contributions made
by the contributing employer for the five (5) fiscal years ending with the
fiscal year in which the forfeitures are released from the suspense
account bears to the total contributions made by all contributing
employers for the same five (5) fiscal year period. Upon certification to
the several contributing employers of the aggregate account balances

plus earnings thereon which have been irrevocably forfeited pursuant to

9
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this §8210, the several contributing employers shall be permitted in the
next succeeding fiscal year or years to reduce their total aggregate
contribution requirement pursuant to §8209 of this Article, for the then
current fiscal year by an amount equal to the aggregate amounts
irrevocably forfeited and certified as such to each contributing
employer.

(f)  Any member or, in the event of death of any member, that
member or his or her beneficiary may elect to receive that member’s
Transfer Incentive Reserve authorized in this Section in a lump sum
payment.”

Section 10. Severability.  If any of the provisions of this Act or

the application thereof to any person or circumstances are held invalid, such

invalidity shall not affect any other provision of application of this Act, which

can be given effect without the invalid provisions or application, and to this

end the provisions of this Act are severable.

Section 11. Effective Date. This Act Shall be effective upon

enactment; except that the Transfer Incentive Benefit authorized in this Act

shall be applicable retroactively to transfers from the Defined Benefit Plan to

the Defined Contribution Retirement System made on or after October 1, 1995.

10
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MINA’ BENTE SINGKO NA LIHESLATURAN GUAHAN
TWENTY-FIFTH GUAM LEGISLATURE
155 Hesler Street, Hagatiia, Guam 96910

May 5, 1999

The Honorable Carl T.C. Gutierrez
I Maga’'lahen Gudhan

Ufisinan [ Maga'lahi

Hagdtiia, Guam 96910

Dear Maga'lahi Gutierrez:

Transmitted herewith are Substitute Bill Nos. 46 (COR) and 185 (COR)
and Bill Nos. 64 (COR), 67 (COR), 76 (COR) and 91 (COR) which were
passed by [ Mina'Bente Singko Na Likeslaturan Guihan on May 3, 1999.

Sincerely,

Lo,

JOANNE M .S. BRO
Senator and Legislative Secretary

Enclosure (6)
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MINA'BENTE SINGKO NA LIHESLATURAN GUAHAN
1999 (FIRST) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO [ MAGA'LAHEN GUAHA N

This is to certify that Substitute Bill No. 185 (COR), “AN ACT TO AMEND §§8207,
8210, 8164(a), 8164(by AND 8218th), AND TO ADD §§8209.1 AND 8201(0), ALL TO CHAPTER 8
OF TITLE 4 OF THE GUAM CODE ANNOTATED, RELATIVE TO EXTENDING THE TRANSFIR
PERIOD OF THE MEMBERS OF THE GOVERNMENT OF GUAM RETIREMENT FUND TO THE

DEFINED CONTRIBUTION RETIREMENT SYSTEM,” was on the 3° of May, 1999, duly
and regularly passed.

ﬂo R. UNPINGCO
| Speaker

Attested:

4

o JOANNE M.S. BR()‘@_//)

Senator and Legislative Secretary

This Act was received by [ Maga'lahen Guahan this é% day of g@% ,1uog,

at §ZOS o'clock ﬁ#‘_u.M. — . —
Assistant Staff Officer
Maga'lahi’s Office

APPROVED:

CARL T. C. GUTIERREZ
I Ma ga'lahen Guahan

Date;

Public Law No.
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MINA’BENTE SINGKO NA LIHESLATURAN GUAHAN
1999 (FIRST) Regular Session

Bill No. 185 (COR)
As substituted by the Author
and amended on the Floor.

Introduced by: Pangelinan

Moylan
F.B. Aguon, Jr.

. Bermudes

. Blaz

.S. Brown
B Calvo

. G. Camacho
ark Forbes

. F. Kasperbauer
.C. Lamorena, V
. A. Leon Guerrero
. C. Salas

. A. Sanchez, II

. R. Unpingco
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AN ACT TO AMEND §§8207, 8210, 8164(a), 8$164(b)
AND 8218(h), AND TO ADD §§8209.1 AND 8201(0),
ALL TO CHAPTER 8 OF TITLE 4 OF THE GUAM
CODE ANNOTATED, RELATIVE TO EXTENDING
THE TRANSFER PERIOD OF THE MEMBERS OF
THE GOVERNMENT OF GUAM RETIREMENT
FUND TO THE DEFINED CONTRIBUTION
RETIREMENT SYSTEM.
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BE IT ENACTED BY THE PEOPLE OF GUAM: _

Section 1. Legislative Findings. I Liheslaturan Guéhan finds that
Public Law Number 23-142, which established the Defined Contribution
Retirement System for all new employees of the government of Guam whose
employment commences on or after October 1, 1995, was enacted to protect
and preserve the fiscal soundness of the existing Defined Benefit Retirement
System, for the benefit of all members, present and future. To achieve this
objective, a certain number of members of the Defined Benefits Plan had to,
and were expected to, transfer to the newly-created Defined Contribution
Plan. The Government of Guam Retirement Fund and its actuary estimated
that approximately thirtv-five percent (35%) of the members of the Defined
Benefits Retirement System with less than five (5) years of service and twenty-
five percent (25%) of the members with service between five (5) and twenty
{(20) years of service wouid elect to transfer to the Defined Contribution
Retirement System. Actual transfers, however, fell much below expectations.

[ Liheslaturan Gualuin further finds that creating incentives for those
enrolled in the Defined Benefits Plan to transfer to the Defined Contribution
Plan will have:

(1) a positive effect on the financial stabilitv of the Defined

Benefits Plan;

(2} further reduce the unfunded licbility of the Retirement

Fund; and

(3)  increase the security ratio of the Retirement Fund.



O Ny U o= W N

[ T N R S R e T e R o
N = O O o NN U e W N O

24

IE ] |

Section 2. Legislative Intent. It is therefore the intent of |

Liheslaturan Gudhan to provide incentives for members of the Defined Benefits

Retirement System who transfer to the Defined Contribution ‘Retirement

System, thus expanding the membership base of the new system and meeting

the objectives which led to the establishment of the Defined Contribution

Plan—to preserve the integrity of the Government of Guam Retirement

System for the future of all its prospective retirees.

Section 3. Section 8164(a) of Article 1, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby amended to read as follows:

™a) Members’ Contribution Reserve. The amounts contributed
by the members shall be credited to this reserve, together with regular
interest thereon as herein provided. An individual account shall be
maintained for each member, to which shall be credited the amounts of
his contributions and interest thereon. Regular interest on such
contributions shall be ¢redited annually, as of the close of each year and
shall be allowed onlv on the amount of the accumulated contributions
standing to the credit of each member at the close of each vear. A
statement of account shall be issued to each member, annually, as of the
end of each fiscal vear, showing the amount of his accumulated
contributions plus interest.

Upon the granting of a service retircment annuity, disability
annuity or survivors annuity or benefit, the accumulated contributions,
including interest, to the credit of the member concerned shall be

transfterred from this reserve to the retirement reserve. Refunds and
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death benefit payments representing members’ contributions shall be
charged to this reserve. |

Upon effective election by a member to participate in the Defined
Contribution Retirement System in accordance with the provisions of
§8207 of this Chapter, the accumulated contributions, including interest,
to the credit of the member concerned shall be transferred from this
reserve to the member's account in the Defined Contribution Retirement
System and treated as the member's contribution, subject to distribution
limitations applicable to funds in the member's account.”

Section 4. Section 8164(b) of Article 1, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby amended to read as follows:

"(b) Employer’s Contribution Reserve. The amounts
contributed by the Government under the provisions hereof, for service
retirement annuity, disability retirement annuity and benefits to
survivors covering membership service and prior service, shall be
credited to this reserve. Regular interest shall be credited annually
upon the mean amount in the reserve.

Upon granting of a service retirement annuity, disability
retirement annuity or survivors' benefit, an amount representing the
excess of the actuarial value of the annuity or benefit over the
accumulated contributions of the member, including interest, shall be
transferred from this reserve to the retirement reserve.

Upon effective election by a member to participate in the Defined
Contribution Retirement System in accordance with the provisions of

§8207 of this Chapter, an amount equal to tive percent (5%) of the

4
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member’s annual base pay for each year of creditable service
immediately prior to the member’s transfer, up to a maximum of five ()
years, not including interest, shall be transferred from this reserve to the
Transfer Incentive Reserve in accordance with §8209.1(b) of this Chapter
and shall be subject to the distribution limitations as promulgated by
the board. Transfers made pursuant to this Subsection constitute a
window benefit to the transferring member and shall not be available
after December 31, 1999.”

Section 5. Section 8201(0) is hereby added to Article 2, Chapter 8 of Title

4 of the Guam Code Annotated to read as follows:

“(0) 'Tranmsfer Incentive Reserve’ means an account established for
the benefit of the member under a trust agreement to record the deposit
of rollover funds received from the Employer’s Contribution Reserve in
accordance with §8164{b) of this Chapter, and shall include subsequent
interest, dividends, and/or other accumulations credited or debited on
behalf of the member, all of which shall be segregated from member and
employer contributions and shall be subject to distribution limitations in
accordance with this Article and as set forth in rules promulgated by the

Board.”

Section 6. Section 5207 of Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is herebyv amiended to read as follows:

"Section 8207.  Voluntary Participation in System.
(a)  Anv member, with less than twenty (20) years service

credit, recognized under the existing svstem may, upon written
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election, voluntarily elect membership in the Government of
Guam Defined Contribution Retirement System, on a prospective
basis, on or after October 1, 1995. Said member of the existing
retirement svstem upon election to withdraw his or her
contribution plus interest, must then deposit such funds in the
Government of Guam Defined Contribution Retirement System;
and as a result thereof, such member's years of service credit in
the existing system shall be applied toward the years of
employment service for vesting purposes under §8210 of this
Article, and no further benefits will be payable to such member
under the existing retirement system. Members electing to
transfer to the Defined Contribution Retirement System will have
their transfers effective at the end of the first pay period following
the month of transfer. Employees will have fifty-one (51) months,
after enactment of this legislation in which to elect to transfer to
the Defined Contribution Retirement Svstem. After having made
such election, the employee may not change such election or again
become a member of the existing retirement system. Any member
who does not select one (1) option or the other at the end of the
tifty-one month period shall be deemed to have irrevocably

T

elected to be a member in the existing svstem.’

Section 7. Section 3218(h) of Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is hereby ameinded to read as follows:

“(h) Process pre--October 1, 1995, hire elections, transfer

accumulated member contributions from existing retirement system to

8
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defined contribution plan or calculate frozen accrued benefits in existing
retirement plan as appropriate. This step is to be completed within
fifty-one (51) months of enactment of enabling legislation.”

Section 8. Section 8209.1 is hereby added to Article 2, Chapter 8 of Title

1 of the Guam Code Annotated to read as follows:

“Section 8209.1. Rollover from Member's and Employer's
Contributions Reserves. (a) Rollover -~ of Member's
Contributions. Amounts transferred from the Member’s Contribution
Reserve in accordance with Subsection (a) of 88164 of this Chapter shall
be deposited to the member's account established for the benefit of the
member under a trust agreement, and shall be subject to distribution
limitations as provided in rules promulgated by the board. A statement
of account shall be issued to each member of the Government of Guam
Defined Contribution Retirement System who maintains an individual
account in this Reserve, annually, as of the end of each fiscal year,
showing the amount of the member’s rolled over contributions and
interest, dividends and/or other accumulations credited or debited on
behalf of the member.

(b) Rollover of Employer’s Contributions. Amounts
transferred from the Employer's Contribution Reserve to fund transfer
incentive benefits in accordance with Subsection (b) of §8164 of this
Chapter shall be deposited to the member’'s account in a Transfer
Incentive Reserve established for the benefit of the member under a

trust agreement. The Transfer Incentive Reserve shall be segregated

~1
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from employer contributions, and an individual account shall be
maintained for each member and include subsequent ‘interest,
dividends, and/or any other accumulations credited or debited on -
behalf of the member.”

Section 9. Section 8210 of Article 2, Chapter 8 of Title 4 of the Guam

Code Annotated is herebyv amended to read as follows:

“Section 8210. Termination of Membership. (@) Any
member who leaves government service after the completion of five (5)
complete years of employment service, for vesting purposes shall be
eligible following his or her attainment of age fifty-five (55) to receive a
distribution from the member’s account of an amount equal to the
member’s contribution plus one hundred percent (100%) of the
employer contributions and amounts in the member’s Transfer
Incentive Reserve and any earnings thereon.

(b)  Any member who leaves government service after the
completion of five (3} years, but less than twenty (20) yvears of service
shall be eligible to receive a distribution from the member's account, an
amount equal to the member's contributions plus any earnings thereon,
provided said member is less than fifty-tive (55) years of age at
termination. The board shall promulgate rules and regulations to
determine reinstatement of vesting service with respect to future
government contributions upon reemployment of the member.

() Any member who leaves government service prior to the
completion of five (3) complete years of emplovment service for vesting

purposes shall be eligible to receive a distribution from the member's
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account of an amount equal to the member’s contributions, plus any
earnings thereon following his or her termination of employment.

(d) Notwithstanding any of the foregoing in the event of
permanent and total disability or death of any member, that member or
his or her beneficiary shall be eligible to receive a distribution equal to
the member’s contributions plus one hundred percent (100%) of the
employer's contributions and amounts in the member’s Transfer
Incentive reserve and any earnings thereon.

(e) The remaining balance, if any, in the member's account after
the distribution shall be credited to a suspense account. Any account
balances credited to the suspense account shall be maintained by the
board for a period of five (5) years following termination of the
member's employment. In the event that the member does nof return to
the employ of the employer within said tive (5) years, the amount
attributable to such member shall be released from the suspense account
and applied to employer contributions in future years. The aggregate
amount of forfeitures released from the suspense account at the end of
each fiscal year will be applied as contributions of contributing
employers in proportion to the aggregate amount of contributions made
by the contributing employer for the five (5) fiscal years ending with the
fiscal year in which the forfeitures are released from the suspense
account bears to the total contributions made by all contributing
employers for the same five (5) fiscal year period. Upon certification to
the several contributing employers of the aggregate account balances

plus earnings thereon which have been irrevocably forfeited pursuant to
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this §8210, the several contributing employers shall be permitted in the
next succeeding fiscal year or years to reduce their total aggregate
contribution requirement pursuant to §8209 of this Article, for the then
current fiscal year by an amount equal to the aggregate amounts
irrevocably forfeited and certified as such to each contributing
employer.

(f)  Any member or, in the event of death of any member, that
member or his or her beneficiary may elect to receive that member’s
Transfer Incentive Reserve authorized in this Section in a lump sum
payment.”

Section 10. Severability.  If any of the provisions of this Act or

the application thereof to any person or circumstances are held invalid, such

invalidity shall not affect any other provision of application of this Act, which

can be given effect without the invalid provisions or application, and to this

end the provisions of this Act are severable.

Section 11. Effective Date. This Act shall be effective upon

enactment; except that the Transfer Incentive Benefit authorized in this Act

shall be applicable retroactively to transfers from the Defined Benefit Plan to

the Defined Contribution Retirement System made on or after October 1, 1995.

14)
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| MINA’ BENTE SINGKO NA LIHESLATURAN GUAHAN
1899 (FIRST) Regular Session

. Bill No.
Resolution No.
Question:

VOTING SHEET

Date:

YEAS

NAYS

NOT
VOTING/

ABSTAINED

ouT
DURING
ROLL
CALL

ABSENT
ROLL
CALL

AGUON, Frank B., Jr.

BLAZ, Anthony C.

BERMUDES, Eulogio C.

BROWN, Joanne M. S.

CALVO, Eddie B.

CAMACHQ, Marcel G.

FORBES, Mark

KASPERBAUER, Lawrence F.

LAMORENA, Alberto C., V

LEON GUERRERQ, Carlotta A.

MOYLAN, Kaleo Scott

PANGELINAN, Vicente C.

SALAS, John C.

SANCHEZ, Simon A, II

UNPINGCO, Antonio R.

TOTAL

CERTIFIED TRUE AND CORRECT:

Clerk of the Legislature

3 Passes = No vote
EA = Excused Absencs
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MINA’ BENTE SINGKO NA LIHESLATURAN GUAHAN
TWENTY-FIFTH GUAM LEGISLATURE
155 Hesler Street, Hagitia, Guam 96910

April 26, 1999

{ DATE )
Memorandum fes L0 g
I o oo nemm
To: Senator_VICENTE C. PANGELINAN

D
From: Clerk of the Legislature @ @ P}

Subject:  Report on Bill No.__185 (COR)

Pursuant to §7.04 of Rule VII of the 25" Standing Rules, transmitted
herewith is a copy of the Committee Report on Bill No._ 185 (COR) |
for which you are the prime sponsor.

Should you have any questions or need further information, please
call the undersigned at 472-3464/5.

N
ff/'

J¢dephine Bsehnan-] adley

Attachment
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Senator Kaleo S. Moylan
Chairperson, Committee on Housing,
General Government Services and Foreign Affairs
Mina’Bente Singko Na Liheslaturan Guihan
Twenty-Fifth Guam Legislature

April 23, 1999

Honorable Antonio R. Unpingco
Speaker

Mina'Bente Singko Na Lilweslaturan Gl
153 Hesler Sireet

lagatna, Guam 96910

VIA: Chairperson, Committee on Rules, Government Reform, Reorganization and
Federal Affairs

Dear Mr. Speaker:

The Committee on Housing, General Government Services and Foreign Affairs, to which
was referred Bill No. 185 (COR), “AN ACT TO AMEND SUBSECTIONS (a) AND (b) OF
8164, 88207 AND SUBSECTION (h) OF §8218, AND TO ADD A NEW §8209.1, ALL OF
CHAPTER 8 OF TITLE 4, GUAM CODE ANNOTATED, RELLATIVE TO EXTENDING TFHIE
TRANSFER PERIOD OF THE MEMBERS OF THE GOVERNMENT OF GUAM
RETIREMENT FUND TO THT DEFINED CONTRIBUTION RETIREMENT SYSTEM,” has
had the same under consideration and now wishes to report back the same with the
recommendation to do pass.

The Committee votes are as follows:

oL
o To Do Pass

__ Not to Pass
Abstain
Inactive File

A copy of the Committee Report and other pertinent documents are attached for your
immediate reference and intormation.

I'hakk VOt /.
/"?Iﬂ’é_. /‘}‘

KALRO'S. MOYLAN

Chairperson

[.nclosure:

Tel. (671) 472-3342/3 » Fax (671) 472-3440
Sinajana Shopping Mall ¢ Phase II & Suite 16B » 777 Route 4 o Sinajana, Guam 96926 U.S.A.
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Committee on Housing, General Government Services and Foreign Affairs
Vote Sheet on
Bill No. 185 (COR)

AN ACT TO AMEND SUBSECTIONS (a) AND (b) OF 8164, SECTION 8207 AND SUBSECTION (h) OF
SECTION 8218, AND TO ADD A NEW SECTIN §209.1, ALL OF CHAPTER 8 OF TITLE 4, GUAM CODE
ANNOTATED, RELATIVE TO EXTENDING THE TRANSFER PERIOD OF THE MEMBERS OF THE
GOVERNMENT OF GUAM RETIREMENT FUND TO THE DEFINED CONTRIBUTION RETIREMENT
SYSTEM.

.M ovla n, Chaigperson
-

{/ - J‘/z

nC

, Vice Chdlrporsnn

Antonio R nplngco, Speaker & Ex-Officio - 4
“‘T‘"ﬁ AV ry JL',
Fl‘a,nk ?g({lon ]l‘ M('mlwr

JA
|

Anthon\’c Blaz Member

s . A€
LA

C . i /' _ i

K'fiar/ce} G. Camacho, Member

AR

ﬂ%e]"f/’to C. La , Member
\m \\.T - e

Vigente C. Pangelinan, Membor

Bina) -

Simon A. Sanchez, Member
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COMMITTEE ON HOUSING
GENERAL GOVERNMENT SERVICES
AND FOREIGN AFFAIRS
1 Mina Bente Sinko Na Liheslaturan Guahan
1335 Hesler Sireet
Hagatna. Guam 96932

COMMITTEE REPORT
ON
BILL NO. 185

AN ACT TO AMEND SUBSECTIONS (a) AND (b) OF 8164, SECTION 8207 AND SUBSECTION
(h) OF SECTTON 8218, AND TO ADD A NEW SECTION 8209.1, ALL OF CHAPTER 8 OF
TITLE 4, GUAM CODE ANNOTATED, RELATIVE TO EXTENDING THE TRANSFER
PERIOD OF THE MEMBERS OF THE GOVERNMENT OF GUAM RETIREMENT FUND TO
THE DEFINED CONTRIBUTION RETIREMENT SYSTEM,

COMMITTEE MEMBERS
CHAIRMAN: Scnator Kalco S, Moyvlan
Vice Chairman: Scnator John C. Salas

Senator Frank B. Aguon. Jr. Senator Antheny C. Blaz
Senator Marcel G, Camacho Senator Albert C. Lamorena, V,
Senator Carlotta A. Lean Guerrero Senator Vicente C. Pangelinan

Senator Simon A, Sanchey, 11, Scnator Antonio R. Unpingco, Speaker
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COMMITTEE ON HOUSING
GENERAL GOVERNMENT SERVICES
AND FOREIGN AFFAIRS
I Mina Bente Singko Na Liheslaturan Gualban
1535 Hesler Strect Hagatna, Guam 96932

COMMITTEE REPORT
ON
BILL NO. 183

INTRODUCTION

The Commitice on Housing. General Government Services and Foreign Affairs conducted a Public
Hearing at 8:30 a.m.. on Wednesday, April 21. 1999, in the Public Hearing Room of the Guam
Legislature in Hagatna.

Committcc Members Present: Scnator Kaleo S, Moylan, Chairman
Senator Frank B. Aguon, Jr.
Senator Albert C. Lamorena, V
Senator Vicenie C. Pangelinan
Senator Marcel G. Camacho

Other Senators Present Senator Lawrence F. Kasperbaurer
Scnator Eduardo B. Calvo

Witncsses: Writlen Testimony John Rios. Director
Government of Guam Retirement Fund
Written Testimorny Vincent Cantacho, Vice President
BenelitsCorp-Micronesian Operations
Oral Testimony Tomas Mcndiola, Legislative Rep

Guam Association of Retired Persons

Committee Chair, Senator Kafeo Moxlan, opencd the public hearing on Bill 185 and
recognized Senator Vicente Pangelinan to give an overview of the Bill's intent.

Mr. John Rios. Dircctor. Government of Guam Retirement Fund, submitted written testimony in
support of Bill 185 and included a Pesition Statement Regarding from the Board of Trustees. He supports
the financial incentives in Bill 183 for cinplovees to transfer over without additional cost to the
government or the Retirement Fund. Mr, Rios offered some technical corrections and amendments on the
bill detatled in the Board of Trustees Position Statement. He also requested extending the transfer deadline
between Plans from Scplember 30, 1999 (o December 31, 1999,

M, Vincent Camacho. Vice President. BenefitsCorp-Micronesian Operations, submitted
written testimony in support of Bill [85. He indicated that over the tast scveral months there has been an
increase in the munber of individuals (ransferring from the Defined Benefit Plan to the Defined
Contribution Plan and that the potential for more is there if people were given more time for an informed
decision on the matier.



{

Mr. Tomas Mcendiola Legislative Representative of the Guam Association of Retired Persons,
gave oral testimony indicating the group needed more tiime (o review the proposed measure,

COMMITTEE FINDINGS

The Committee finds that Public Law 23-42, which established the Defined Contribution
Retirement System for all new cinployees of the Governnient of Guam whose employment comimence on
or after October 1. 1995, was enacted to protect and preserve the soundness of the existing Defined
Bencfits Retirement Svstem. To achiceve this objective. some members of the Defined Benefits Plan have
the option to transfer 1o the Defined Contribution Plan. The Government of Guam Retirement Fund and
1ts actuary cstimated that approximaicly 353%, of the members of the Delined Benelits Plan with less than 5
vears of service and 25% of the inembers with service between 5 and 20 vears of service would elect to
transfer o the Defined Contribution Plan. However. aclual translers fell [ar below expectations.

The Committee further finds that creating incentives for those enrolled in the Defined Benefits Plan to
transfer to the Defined Contributions Plan will have a positive Ninancial impact on the Defined Benefits
Ptan and reduce the unfunded liability of the Retirement Fund while increasing the sceurity ratio of the
Retirement Fund. Scction 5 of Public Law 23-42 provides that emplovees who elect to transler to the
Defined Contribution Plan have three (3) years aficr enactinent to do so and it further provides that any
mcmber who does not sclect one option or the otlier at the end of two (2} vears shall be decmed to have
irrevocably clected 1o be a member of the existing system. 1t is the Comuittee’s findings (hat a time
exicension in both instances will not enly afford potential transicrees to make an informed decision but
increase the number of such (ransferees which would be to the financial stability of the Defined Benefits
Plan.

COMMITTEE RECOMMENDATIONS

The Commitice on Housing. General Government Services and Forcign Affairs hereby reports
out Bill No. 183 to the Twenty-Fifth Guam Legislature with the recommendation TO PASS, as amended.
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Kumitean Areklamento, Refotman Gubetnamento Siha, Inetnon di Nuebu, yan Asunton Fidira;

Senadot Mark Forbes, Gehilu
Kabisiyon Mayurdt

APR 121393

MEMORANDUM

TO: Chairman
Committee on Housing, General Government Services and Foreign Affairs

FROM: Chairm

. 3 R .
Committee/on Rules, Government Reform, Reorganization
and Feddral Affairs

SUBJECT:  Principal Referral — Bill No. 185

The above bill is referred to your Committee as the Principal Committee. In accordance
with Section 6.04.05. of the Standing Rules, your Committee “shall be the Committee to
perform the public hearing and have the authority to amend or substitute the bill, as
well as report the bill out to the Body.” 1t is recommended that you schedule a public

hearing at your earliest convenience.

Thank you for your attention to this matter.

MARK FORBES

Attachment

GUAM LEGISLATURE
OFFICE OF SENATOR KALEO S. MOYLAN
AC'KNQ ] E:MIEIN’I' RECEIPT
pate: 4//2/ 7 rimer Z- 2

Recaived b;;,,,—————-;//u____m,

155 Hesler Street, Hagédtiia, Guam 96910
Telephone: 671-472-3407/408/512 » Facsimile; 671-477-5036 ¢ Emai) - senforbes @kuentos. guam.net
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MINA’BENTE $INGKG NA LIHESLATURAN GUAHAN
1928 (FIRST) Regular Session

Bill No. 183
As substituted by the author: v. ¢ pangelinan
K. ‘\/la ‘,l‘_

P BEy jv‘
A
AN ACT TO AMEND 8§ 8207 A:S\ID B210,
SUBSECTIONS {a) AND (b) OF §8l64, AND
SUBSECTION (h) OF §8218, AND TO ADD A NEW
§8209.1 AND A NEW SUBSECTION (o) TO §8201,
ALL OF CHAPTER 8 QF TITLE 4, GUAM CODE
ANNOTATED, RELATIVE TO EXTEXMDING THE
TRANSFER PERIOD OF THE MEMBERS OF THE
GOVERNMENT OF GUAM RETIREMENT FUND
TO THE DEFINED CONTRIBUTION
RETIREMENT SYSTEM.

BE IT ENACTED BY THE PEGPLE OF GUAM:

Section 1. Legislative Findings. I Likeslaturan Cudhan finds that Public
Law Number 23-42, whiclh established the Defined Contribution Retirement
Systemi for all new employees of the Goverrunent of Guam whose
employment commences on or after October 1, 1945, was enacted to protect
and preserve the fiscal scundness of the existing Defined Benefit Retirement
System, for the benefit of all members, present and future, To achieve this
objective, a certain number of members of the Defined Benefits Plan had to,
and were expected to, transfer to the newly-created Defined Contribution
Plan. The Government of Guam Retirement Fund and its actuary estimated
that approximately thirty-rive percent {35%) of the members of the Defined

Benefits Retirement Systern with less than five (5) years of service and twenty-
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five percent (25%) of the members with service between five (5) and twenty
(20) years of service would elect to transfer to the Defined Contribution
Retirement System. Actual transfers, however, fell much below expectations,

I Likeslaturan Gudhan further finds ihat creating incentives for those
enrolled in the Defined Benefits Plan to transfer to the Defined Contribution
Plan will have:

(1) A positive effect on the financiai stability of the Defined
Benefits Plan;

(2)  Further reduce the unfunded lsbility of the Retirement
Fund; and

{3)  Increase the security ratio of the Retirement Fund.

Section 2, Legislative Intent. It is therefore the intent of I Liheslaturan
Gudhan to provide incentives for members of the Defined Benefits Retirement
System who transfer to the Defined Contribution Retirement System, thus
expanding the membership base of the new system andd meeting the objectives
which led to the establishment of the Defined Centribution Plan—+to preserve
the integrity of the Government of Guam Retirement System for the future of
all its prospective retirees.

Section 3. Subsect:on (a) of 4 GCA 88164 is amended to read:

‘(a) Members' Contribution Reserve. Tiie amounts contributed
by the members shall be credited 10 this reserve, together with regular
interest thereen as herein provided. An individual account shall be
maintained for each member, to which shall be credited the amounts of

his contributions and interest ihereon.  Regular interest on such

| 3%
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contributions shall be credited annually, as of the close of each year and

2 shall be allowed on'y on the amount of the accumulated contributions
3 standing to the credit of cach member at the close of each year. A
4 statement of account shall be issued to each member, annually, as of the
5 end of each fiscal year, showing the amount of his accumulated
6 contributions plus interest.
7 Upon the granting of a service retirement annuity, disability
8 annuity or survivors annuity or benefit, the accumulated contributions,
9 including interest, to the credit of the member concerned shall be
10 transferred from this reserve to the retiremert reserve. Refunds and
1 death benefit paymients representing members’ confributions shall be
12 charged to this reserve.
13 Upon effective olection by a member to participate in the Defined
14 Contribution Retirement System in accordance with the provisions of
15 §8207 of this Chapter, the accumulated contributions, including interest,
16 to the credit of the member concerned shall he transferred from this
17 reserve to the member's account in the Defined Contribution Retirement
18 Systemn and treated as the inember’s contgibution subject to distribution
19 limitations applicable to funds in the member's account.”
20 Section 4. Subsection (b) of £ GCA §8164 is amended to read:
21 "{b) Employer's Contribution Reserve. The amounts
22 contributed by the Government under the provisions hereof, for service
23 retirement annuity, disability retirement annuity and bepefits to
24 survivors covering membership service and prior service, shall be
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credited to this rescerve. Regular interest shall he credited annually upon
the mean amount in the reserve.

Upon granting of a scrvice retivement annuity, disability
retirement annuity or survivors' benefit, an amount representing the
excess of the actuarial value of the amnuirv or benefit over the
accumulated contributions of the member, inciuding interest, shall be

transferred from this reserve to the retirement yesorve.

Upon effective glection by a member to participate in the Defined

Contribution Retirement System in accordance with the provisions of

§8207 of this Chapter, an amount eoual to_five percent (5%) of the

member's annual base pay for each year of creditable service

years, not including interest, shall be franaferred from this resexve to the

Transfer Incentive Keserve in accordance with subsection (b} of §8209.1

of this Chapter and shall be subject to the distribution limitations as

promulgated by {he board. Transfers made pursuant to this subsectign

constitute a window benefil to the transferring member and shall not be

Fy-n

available after December 31, 1959 7

Section 5. Subsection (o) is hercby added to 4 GCA 88201 to read:

“{o) Transfer Incentive Reserve means an account established for
the benefit of the member uniler a trust agreerment to record the deposit
of rollover funds received from the Employer’s Contribution Reserve in
accordance with §8164(b) of this Chapter, and shall include subsequent

interest, dividends, and/or other accumulations credited or debited on
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1 behalf of the member, all of which shali be segregated from member and
2 employer contributions and shall be subject to distribution limitations in
3 accordance with this Article and as set forth ir ~ules promulgated by the
4 Board.”

s Section 6. 4 GCA §8207 is amended to read:

6 "§8207.  Voluntary Participation in System. (a) Any member,
7 with less than twenty (20) vears service credit, recognized under the
3 existing systemn may, upon written election, voluntarily elect
9 membership in the Government of Guam Defined Contribution
10 Retirement System, on a prospective bacis, on or after October 1, 1995,
11 Said member of the existing retircment system upon election to
12 withdraw his or her contribution plus interest, must then deposit such
13 tunds in the Government of Guam Defined Contribution Retirement
14 System; and as a result thereof, such member’s vears of service credit in
15 the existing system shall be applied toward ilie years of employment
16 service for vesting purposes under §8210 of this Article, and no further
17 benefits will be payable to such member under the existing retirement
18 system. Members clecting te transfer to the Defined Contribution
19 Retirement System will have their transfers cofective at the end of the
20 first pay period following the month of transfer, Employees will have
21 twwo(Zy-vears fifty-one (31) months, after enactment of this legislation in
22 which to elect to transfer to the Defined Contribution Retirement
23 System. After having made such election, the employee may not change
P such election or again becoine a member of the existing retirement
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system. Any member who does not select one (1) option or the other at

the end of the twe-year fifty-one monih perio:d shall be deemed to have

irrevocably elected to be a member in the existing system.”
Section 7. Subsection (h) of 4 GCA 38218 is amended to read:

“th) Process pre--October 1, 1995, hire elections, transfer
accumulated member contributions from existing retircment system to
defined contribution plan or calculate frozen acorued benefits in existing
retirement plan as appropriate. This step is to be completed within
twenty-four—24y futyv-one (51) months of enactment of enabling
legislation.”

Section 8, §8204.1 iv hereby added to 4 GCA 1o read;

“§8209.1. Rollover from  Member's and  Employer's
Contributions Resverves. (2)  Rollover of Member's Contributions.
Amounts transferred from the Member's Comfribution Reserve in
accordance with subsection (a} of §8164 of this chapter shall be
deposited to the members account established for the benefit of the
member under a trust agreement, and shall be subject to distribution
limitations as provided in rules promulgated by the board. A statement
of account shall be issued o each member of the Government of Guam
Defined Contribution Retfiremnent System who maintains an individual
account in this Reserve, annually, as of the end of each fiscal year,
showing the amouxt of the member’s rolled over contributions and
imnterest, dividends and/or other accumulations credired or debited on

behalf of the member,
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(b} Rollover of Employer's Contributions. Amounts
transferred from the Employer's Contribution Reserve to fund transfer
incentive benefits in accordance with subsection (b} of §8164 of this
Chapter shall be deposited to the member's account in a Transfer
Incentive Reserve established for the benefit of the member under a
trust agreement. The Transfer Incentive Rezerve shall be segregated
from employer contributions and an individual account shall be
maintained for cach member and include subscquent interest,
dividends, and/or any other accumulations credited or debited on
behalf of the member”

Section 9. 4 GCA §8210 is amended to read:

“§8210.  Termination of membership. {al Any member
who leaves government service after the completion of five (5) complete
years of employment service, for vesting purposes shall be eligible
following his or her attainment of age 55 to receive a distribution from
the member's account of an amoeunt equal to the member's contribution
plus one hundred percent (100%) of the employer contributions and

amounts in the member’s Transfer Incentive Riserve and any earnings

thereon.

(b} Any member who leaves goverrument service after the
completion of five (3} years but less than twerty (20) years of service
shall be eligible to recetve a distribution fram the member's account, an
amount equal to the member's contributions olus any earnings thereon,

provided said member is less than fifty-five (55) years of age at

CRT L AT IS LRE 2 TEN 16:14 Nog.,.0i% P02
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! termination. The board shall promulgate rules and regulations to
2 determine reinstatement of vesting service with respect to future
3 government contributions upon reemployment of the member,
4 {¢)  Any member who leaves government service prior to the
5 completion of five |3} complete years of employment service for vesting
6 purposes shall be «ligible to receive a distribution from the member's
7 account of an amount equal to the member's contributions plus any
8 earnings thercon following his or her termination of employment;
Y provided;that
10 (d) Notwithstanding any of the foregoing in the event of
11 permanent and total disability or death of any member, that member or
12 his or her beneticiary shail be eligible to receive a distribution equal to
13 the member's contributions plus one hundred percent (100%) of the
14 employer's contributions and _amounts _in_the member’s Transfer
15 Incentive reserve and any earnings thereon.
16 {¢)  The remaining balance, if any, in the member's account after
17 the distribution shail be credited to a suspense account. Any account
18 balances credited to the suspense account shall be maintained by the
19 board for a period of five () years following termination of the
20 member's employment, In the event that the member does not return to
21 the employ of the employer within said five (5) years, the amount
22 attributable to such snember shall be released from the suspense account
23 and applied to employer contributions in future years. The aggregate
24 amount of forfeitures released from the suspense account at the end of
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1 each fiscal year wil be applied as contributions of contributing
2 employers in proportion to the aggregate amount of contributions made
3 by the contributing employer for the five (5) fiscal years ending with the
4 fiscal vear in which the forfeitures are released from the suspense
5 account bears to the total coniributions made by all contributing
6 employers for the same five (5) fiscal year period. Upon certification to
7 the several contributing emplovers of the aggregate account balances
8 plus earnings thereon which have been frrevocably forfeited pursuant to
9 this § 8210, the several contributing employers shall be permitted in the
10 next succeeding fiscal year or years to reduce their total aggregate
1t contribution requirement pursuant to § 8209 of this Article, for the then
12 current fiscal year by an amount equal to the aggregate amounts
i3 irrevocably forfeited and certified as such te cach contributing
14 employer.

15 () __Any member or in the event of death of any member, that
16 member or his or her beneficiary may_elect to receive that member’s
17 Transfer Incentive Reserve authorized in this Section in a lump surm
18 pavment.”

19 Section 10, Severability. If any of the provisions of this Act or the

20 apphcation thereof to any person or circumstances are held invalid, such
21 invalidity shall not affect any other provision of application of this Act, which
22 can be given effect without the invalid provisions or application, and to this

22 end the provisions of this Act are severable.
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Section 11. Effective Date, This Act shall be cffective upon enactment;
except that transfer incentive benefit authorized in this Act shall be applicable
retroactively to transfers from the Defined Benefit Plan to the Defined

Contribution Retirement System made on or after October 1, 1995,
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BENEF-'ITSCD:Pl

Pettormanee is the whole story,

April 21, 1999

Hafa Adai and Good Afternoon.

My name is Vince Camacho, Vice President , BenefitsCorp-Micronesian Operations, and [ am
hiere to provide in support of Bill No. 185,

With the implementation of the new Government of Guam Defined Contribution Retirement
System (DCRS), the development of a comprehensive education plan was also needed. Since the
onset, it has been the mission of BenefitsCorp to provide for members of the new retirement
system, that level of education needed to make informed decisions regarding their retirement with
the Government of Guam. In the past two and a half years we actively met and spoke with many
individuals regarding the DCRS. For many of these government workers, the Defined
Contribution Svstem was truly o new concepl—a coneept that causcd fear and apprehension. A
comtortable retirement was stifl tirst and foremost in the minds of these individuals. The one
question often asked was to allow them a little more time before they were 10 make a decision
that would nltimately atteet the Tinancial outcome of their retirement

Mr. Chairman, although Public Law 23-42 gave goverament employvees some time to think about
retirement with the DCRS, there were still others who nceded more time. It was only in the last
several months that we had begun to see an incrcase in the number of individuals transferring
from the Detined Benefit Plan o the Defined Contribution System. When asked why it had taken
the fength of time it did to make the switch, many of the individuals responded that in addition to
our seminars they needed this time to gather information on their own before a decision could be
made.  Even after the deadline to transfer had passed. our office was receiving requests for
wansfers. Mr. Chairman, whatever the reason for not having transferred  prior to the original
deadline, T see no harm in the time extension to transfer. To extend the deadline would only help
to achieve the objectives that Public Law 23-42 set out to do -—create a more financially stable
Defined Benefits Plan, reduce the unfunded lizbility and increase the sccurity ratio of the
retirement fund, 11t is the intention of the 25" Guam Legislature to sec that the aforementioned

does indeed occur, then Tencourage full support from all members to expedite the passage of this
bill.

Once again, BenefitsCorp supports the passage of Bifl No. 185 as the outcome would only be
beneticial to atl members of the Government of Guam Retirement Fund.
,'I ,”/‘7"-
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SECURITY  STABILTY * © Facsimile No. (871) 475-8922

FONDON RITIRAO GUBETNAMENTON GUAHAN
Government of Guam Retirement Fund
424 ROUTE 8
MAITE, GUAM 96927

Telephone Nos. (671) 475-8900/8301

April 21, 1999

Honorable Kaleo S. Moylan

Chairman, Committee on Housing,
General Governmental Services
and Foreign Affairs

Senator, Twenty-fifth Guam Legislature

Sinajana Shopping Mall, Phase 11

Suite 16B, No. 777, Route 4

Sinajana, Guam 96926

Re: Testimony — Bill 185
Dear Mr. Chairman:
Good Afternoon Senator Moylan and Committee Members.

Thank you for allowing me to testify on Bill 185 relative to extending the period for
members of the Defined Benefit Plan, or the “Old Plan,” to transfer to the Defined
Contribution Retirement System, or the “New Plan.”

[ am here today to support Bill 185.

We support efforts to encourage members of the Old Plan to transfer to the New Plan in
order to achieve the goals underlying the creation of the New Plan. Bill 185 would create
financial incentives to members to transfer over, without impostng additional costs to the
government or to the Retirement Fund.

We had been concerned with Bill 185°s predecessor, Bill 741, which would have allowed
members to transfer to the New Plan and then withdraw the incentive upon termination of
employment. Bill 741 did not contain safeguards to prevent members from transferring
simply to access employer contributions otherwise inaccessible except for retirement.

Bill 185 addresses those concerns, and provides safeguards which would not allow the
incentive amounts to be distributed until retirement, disability, or death.

There are some technical corrections to Bill 185 that we would like to

see made, and these are contained in the Board of Trustee’s position
statement on Bill 185, also submitted to you today.

T8y
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Again, thank you for affording me the opportunity to testify before your Committee. If
we can be of any assistance to you in clarifying the provisions discussed today, please do
not hesitate to contact me.

Sincerely,
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FONDON RITIRAO GUBETNAMENTON GUAHAN
Government of Guam Retirement Fund
424 ROUTE §
MAITE, GUAM 96927

Telephone Nos, (671) 475-8500/8901
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GOVERNMENT OF GUAM RETIREMENT FUND

Board of Trustees
Position Statement Regarding Bill 185

April 21, 1999

L. SUMMARY OF THE BOARD’S POSITION

The Board of Trustees of the Government of Guam Retirement Fund
supports Bill 185 introduced by Senator Vicente (Ben) C. Pangelinan and Senator Kaleo
Moylan to the extent that it provides for an extension of time in which Defined Benefit
Plan (*DB Plan”} members may transfer to the Defined Contribution Retirement System
(“DCRS”). The Board of Trustees also supports Bill 185 to the extent that it provides a
financial incentive to encourage DB Plan members to transfer to the DCRS, without the
need for additional funding by the government or by the Retirement Fund.

II.  POSITION STATEMENT

Al Extension of Time to Transfer. The Board supports provisions of Bill 185,

which extends the time in which a DB Plan member may elect to transfer to the DCRS to

September 30, 1999.
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B. Incentive Payment. The Board supports the Bill 185 to the extent that it

provides for incentive payments to DB Plan members who elect to transfer to the DCRS,
in an amount equal to 5% of each member’s annual base pay, for each year of creditable
service in the DB plan, to a maximum of five (5) years. Thc incentive is to be funded
from employers’ contributions already received from government employers, which
currently are held in the Employers’ Contribution Reserve in accordance with 4 G.C.A.
§ 8164(b).

C. Proposed Amendments regarding Emplover Rollovers. In order to clarify

the amounts to be retroactively rolled over to the Transfer Incentive Reserve in the
Defined Contribution Retirement System, the Board recommends that proposed additions
to 4 G.C.A. § 8164(b) contained in Section 4 of Bill 185 be amended to read as follows:

Upon effective election by a member to participate in the Defined
Contribution Retirement System in accordance with the provisions of §
8207 of this Chapter, an amount equal to five percent (5%) of the member’s
annual base pay for each vear of creditable service immediately prior to the
member’s transfer, up to a maximum of five (5) vears, not including
interest, shall be transferred from this reserve to the Transfer Incentive
Reserve in accordance with subsection (b) of § 8209.1 of this Chapter and
shall be sublect to the dlstrlbutlon llmltatlons as promul gated by the board.

baseé-eﬂ—ﬂae—}atest—efe—d&able-semee- Transfers made pursuant to thls
subsection constitute a window benefit to the transferring member and shall
not be available afier September 30, 1999,




