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NHRS Bill Brief: HB 629-FN (as introduced)
Prepared for the House ED&A Committee
Summary: “AN ACT establishing a state defined contribution retirement plan for state and political
subdivision members of the retirement system.”
Analysis: “This bill establishes a state retirement plan for new members of the retirement system, who
begin service on or after July 1, 2019, which is structured as a defined contribution plan. All new group I
and group II members of the retirement system employed by the state and political subdivision
employers on and after July 1, 2019 will be required to contribute to the defined contribution plan as
administered by the state treasurer and the department of administrative services.”
Sponsors: Rep. McGuire, Merr. 29.

Background
Because proposed RSA 100-A:59 contained in this bill states that all contributions and assets of the
defined contribution (DC) plan “shall not be assets of the retirement system administered by the board of
trustees or subject to control of the board of trustees of the retirement system,” NHRS has not reviewed
the legislation for any potential administrative, technical, mechanical, or plan qualification issues. Rather,
NHRS focused on the potential impact this legislation would have on funding for the existing defined
benefit (DB) plan, which would become closed to new members.
Closing the NHRS DB plan does not eliminate the retirement system’s unfunded actuarial accrued
liability (UAAL).
In its analysis of the bill, GRS, the retirement system’s independent actuary, states that employer
contributions toward the current defined benefit plan would increase beginning as a result of two factors
associated with funding a closed plan: (1) changing the amortization method from level percent of
payroll to level dollar, and, (2) reducing the assumed rate of return over time as the retiree population
increases.
(1) Level percent of payroll calculates amortization payments as a constant percentage of projected
payroll over a given number of years, increasing over time in terms of dollars but remaining constant
as a percent of payroll. Level dollar calculates amortization payments as a fixed dollar amount over
the amortization period, which increases contributions in the near term but leads to decreasing
inflation-adjusted payments over time. Generally, in order to fully fund a closed DB plan, the
amortization method must change from a level percent of payroll to a level dollar amount because
the payroll of a closed plan will shrink over time due to a constantly declining population of active
members.
(2) The current expectation of the annual rate of return on NHRS assets is 7.25% per year. This
assumption is based on the current asset allocation, which is more weighted to equity than fixed
income. A fully closed DB plan may ultimately need to switch to more fixed income investments as
the cash flow needs increase. NHRS’ investment consultant, NEPC, projected in 2012 that the
ultimate assumed rate of return resulting from a higher allocation to fixed income investments
consistent with a closed plan would be 4.50% per year. For illustrative purposes (see chart below)
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GRS developed a single equivalent discount rate of 6.03% to apply to the present value of benefits
as of June 30, 2017, in the alternate investment scenario.

Financial Considerations
In its analysis, GRS reported that the change of assumed rate of return from 7.25% to 6.03% would
increase the retirement system’s unfunded actuarial accrued liability (UAAL) by $1.9 billion as of June
30, 2017, which is the date of the most current rate-setting valuation.
The chart below shows the projected impact on employer contributions of shifting to level-dollar
amortization and decreasing the assumed rate of return if the board were to recertify the employer
contribution rates for the 2020-2021 biennium on this basis.

# # #
Note: The content provided above is for informational purposes; NHRS has not taken a position on this
legislation.
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