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October 21, 2010

Steven James, Clerk
House ofRepresentativ
State House, Room 145
Boston, MA 02133

Dear Mr. Jairn

behalf of the Public Employee Retirement Administration Commission (PERAC), to file
amendments to the rules and regulations governing retirement of public employees in Massachuseti:

(840 CMR 3.08).

The technical amendments that were required by the IRS make slight changes to the PERAC
regulation regarding application of the limit under Code Section 415(b). This IRS provision places a
limit on the amount of the benefit that may be paid by a qualified retirement plan. These
amendments relate to the actuarial assumptions used to determine the appropriate benefit limit,
depending on the payment option and age of the member. The amendments do not make any
substantive changes to the prior language that was adopted by the Commission, but simply reflect
technical language changes that were preferred by the IRS reviewingagent.

Pursuant to the provisions of G.E. c. 7, § 50, the clerks shall refer this matter to the appropriate
standing committee of the general court. If the general court lakes no final action relative to the
regulations within forty-five days of the dale said regulations are referred to the appropriate
committee, the general court not having prorogued within said forty-five days, the regulations shall
be deemed to be approved. Within fifteen days of receipt ofany recommendations, the committee

shall transmit in writing to PERAC its suggestions, if any, for modifications in recommended
regulations. Within fifteen days ofreceipt of the committee’s suggestions, PERAC shall resubmit the

dideations made to themregulations to the committee, together with any me

If you have questions or need additional informal m, please feel free to contact me

Sincerely

JosephF,. Connarton
Executive Director
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In accordance with the provisions of Chapter 7, Section 50 of the General Laws, i am pleased on
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PERAC
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4A, shallSection 50. The public employee retirement administration commission, established under section 4A, shall
have general responsibility for the efficient administration of the public employee retirement system, under
chapter 32. The public employee retirement administration commission's powers and duties shall Include,
but not be limited to:

(a) promulgating rules and regulations governing administrative procedures, financial operations, records
and reports of the retirement boards, subject to the approval of the general court; provided, that if the
general court takes no final action relative to such rules and regulations within forty-five days of the date
said such rules and regulations are filed with the clerks of the house of representatives and the senate, lh<
general court not having prorogued within said forty-five days such rules and regulations shall be deemed
be approved,



840 CMR 3.08 Internal Revenue Code Section 41S

( 1 ) Basic 415 I.imitations: Effective as of September 1, 1974, in compliance with the
provisions of Section 5(3)((j of Chapter 32 ahd in furtherance of the application of the
compensation limitations set forth in that Section 1, member contributions paid to, and
retirement benefits paid from, any retirement system subject to Chapter 32 ("system")
shall be limited to such extent as may be necessary to conform to the requirements of
Internal Revenue Code Section 415 for a qualified governmental pension plan.
(2) Limitation Year: Lor purposes of Internal Revenue Code Section 415, the
limitation year is the calendar year.

(3) Participation in Other Qualified Plans: Aggregation of Limits:
a. The 415(b) limit with respect to any member who at any time has been a

member in any other defined benefit plan as defined in Internal Revenue
Code Section 414(j) maintained by the member's employer in this system
shall apply as if the total benefits payable under all such defined benefit plans
in which the member has been a member were payable from one (1) plan,

b. The 415(c) limit with respect to any member who at any time has been a
member in any other defined contribution plan as defined in Internal Revenue
Code Section 414(i) maintained by the member's employer in this system

shall apply as if the total annual additions under all such defined contribution

plans in which the member has been a member were payable from one (1)
plan.

(4) Basic 415fbJ Limitation
a. Before January 1, 1995, a member may not receive an annual benefit that

exceeds the limits specified in Internal Revenue Code Section 415(b), subject
to the applicable adjustments in that section.

b. On and after January 1, 1995, a member may not receive an annual benefit
that exceeds the dollar amount specified in Internal Revenue Code Section

415(b)( I )(A), subject to the applicable adjustments in Internal Revenue Code
Section 415(b) and subject to any additional limits that may be specified in
Chapter 32. In no event shall a member's annual benefit payable in any
limitation year from a plan subject to this title be greater than the limit
applicable at the annuity starting date, as increased in subsequent years
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pursuant to Internal Revenue Code Section 415(d) and the regulations

thereunder,

(5) Definition of Annual Benefit: For purposes of Internal Revenue Code Section

415(b), the "annual benefit" means a benefit payable annually in the form of a straight

life annuity (with no ancillary benefits) without regard to the benefit attributable to after-

tax employee contributions (except pursuant to Internal Revenue Code Section 415(n))
and to rollover contributions (as defined in Internal Revenue Code Section 415(b)(2)(A)).
The "benefit attributable" shall be determined in accordance with Treasury Regulations.

(6) Adjustments to Basic 415(1:0 Limitation fur Form ofBenefit: If the benefit under

the system is other than the form specified in subsection (5), then the benefit shall be
adjusted so that it is the equivalent of the annual benefit, using factors prescribed in
Treasury Regulations.

;ard to the automatic benefit increase featurea. If the form of benefit without reg

is not a straight life annuity or a qualified joint and survivor annuity, then the

preceding sentence is applied by either reducing the Internal Revenue Code

Section 415(b) limit applicable at the annuity starting dale or adjusting the

form of benefit to an actuarially equivalent amount (determined using the

assumptions specified in Treasury Regulation Section 1.415(b)-l(c)(2)(ii)]
that lakes into account the additional benefits under the form of benefit as

follows:

b. For a retirement benefit paid-wliich is payable in a form other than a straight

life annuity, and the form of benefit is not subject to which Internal-Revenue

Code Section 417(c)(3) does not-apply- [o-montMvthc hcncfith-thelor the

purposes of applvi ng the limitat ion in subsect ion (h)(4), is admsted to an

actuarially equivalent straight life annuity benefit-that-rs the greaternf-(or-the

reduced^-Seelion-415(b)-hmit-appheable-ftF-the-annuhy-slarfing-dalewvhieh-vs

the—"lesser-eP—when—mi'|nsteti—hi—accordance —w+th— the—ftdiowwg

as*wmptions)that equals
fi)The-annna4-ttmrHHh-id’-the-stra+Hht-Ufe-tmiMtky-f if-tmy)-p«y«ble-to-4h

member under the system-eormneneing-nt-the-seme- annuity-si artin
4o4he-memberT-or
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(i) limitation years beginning on or after
January I. -01 2. the greater of the annual amount of the straight life
annuitv (if any) payable uridcr the plan at the same annuity starting

dale, aiul the annual amount of a straight life annuity commencing ata straight life annuity commencing at
the same annuity starling date that has the same actuarial present

value as the member's form of benefit payable--to -the-Kmploveo
ttertefiei«fyr—computed using a 5% interest—assumption tor- the

uppl ioabte-swurtefy--imer-etH—asswnptio»-)-HHd-(-i4-4W yeafs-pri^

January 1. interest rate of 5 percent and the applicable
mortality tables described in l-reasmy Regttlafan seel ion-fa-t-7fet-
+(d >(-2)-(ft«vefiue Rufag 3(Kd-62 or a -Rt»tmg

modifying -tbe-appli cable provisions of Revenue Rulings■■2oo4-6

nml fii-Mablc under 6 417(c)(3) (i.e.. Rev. Rul. 2001-62) (and for
years after December 31, 2008, the applicable mortality tables
described in Code Section 417(e)(3)(H) (Notice 2008-85 or any
subsequent Internal Revenue Service guidance implementing Code

Section 417(e)(3)(B)); niand
till lor limitation years beginning before Jammrv I. 2012. the annual

amount ol' a straight life tinnuitv commencing at the same annuity

starting date that has the same actuarial present value as the member's
Ibnu of benefit cnmnmed using whichever of the following produces

the greater annual amount: M ) the interest rate and mortality table or
other tabular factor specified in the plan for adjusting benefits in the
■same form: and (2) a 5 percent interest rate assumption and the
applicahle mortality table (Code Section 415, J reas. Reg. 1.415(b)-

ljc)(2)).

iretirement benefit -paid-which is payable in a form other than a straight

nnuitv. and the form of the benefit is subject to which-Internal Revenue

: Section 417(e)(3) applies-!adump sum benefit|. the benefit forpurposes
wiving the limitation in subsection (h)(4). is adjusted to an actuarially

talent straight life annuity benefit that is the-greatest ot-for-the-teduced
SI2J



is the "leastap|Micable a<-4he^mtmHa^m^«te-vAM»Seetn cH1

■t^-wheit-adjwsted-iH-aeeofttonee-wHMtie-feHwwwg-asgumptions^JhMiaiiaL
) Hw H the iiimuitv starting flatejy!iJU2!fIB-K«r

the annual amount of the straight life annuity commencing at the same
(>:

annuity starling dale that has the same actuarial present value as the

particular participant’s form of benefit puyaWer computed-Hiding the

intereta-ftttc-and-ffH>rtHlity-lHblei-oi:-tolwU>r-teetor. using.whjeheyet of

the following produces the greatest aiiiuial anipunt--iJ.ildlULUj.ll-! 1 est-the following proihiees the ureal

ate and the mortality tabic or other tabular lactor specified in the plan

tor-aetuttfial eKperieneeadiusting bene] its in the same form;. (2j_a_-l-.-

percein interest rale assmnpliol i and Ihe applicable,mortality tabjc

ami (31 the applicable inlcrcsl rate under j)4l ytcJjjiLJWd-tbg

applicable mortality table, divided by 1.05 and tor years_at*£t

Section 417(0(3103) (Notice 20Q!i-tls..gr any subseib'^-llllemal
Revenue Service guidance implementing Code Section 4

4b)4:be_a<nimi-ftino>ml of the -sifmghi li te-<H«>uity «»mmei>eing at -tbe

annuity atarlim; Oafe-thtii Ims noluancil present \ alue «r. ihe

part4oioof--fornv-et—benefit-payahte. computed us»ng-a—pweM

interest tenanttpHott-lor-the- appIkh - imerest—a ssumpt-ion)

und—(4^—Oh - v'tfor 1-’ {MHor 10-JflflHttfy—4-7—5009, the-applteable mortality

Sable for the distribution-tinder Treasufy-dfegtdahenseetktn 1.'ll7(c)-

j(( RuUng-2U()l 62 or

Mty-aabseqoenl Revenue-Rating modi fyiflg-ttie-apptieable'pravwHMis

af.44
309g._(he opptiefttiie mertutity -tables described—m—€ode Section

417(eH3#4»-M-Notice 2(MMt-&S--or-imy

Servlee -gokkmee-i 'I I7(e)(-*K-B)): or

nwkil life annuity coinmemHng-at-Ae

anni-tt(y-s(ftrting-dnie thai-bas-tbe same-atitHwnl piesem--vnlue-a*4l*

pflrt^4(^^i:f,

imerest-riUe-tof-lho distribution-under Treasury-Regutalion section



(7)

32, the

(«)
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■I ;44-7fe)-l(d )(4-Hthe 3fi-yeuf-T-rear.ury rme-fprior to JamiaFy-fi-gfiO?;
using' -tbe-rate in effect-tor the month-prior to refifement-.-and-nn-aml
al'tef-JoHHmy I, 2007. lhe-fif3t-iky-(rf

anil (i)-fef-wafs

prior -to• January 4t--200Q. the -applicable mortality -rate for the
diatribiitioH -tftwk*?-I’retwwfy Regulation section--!-.*! l-7t-fr)-

mortal ity—table—specified —in —Revenue—Ruling—-3fKt4-<v3—of any
subsequent-Revenue-Rxding--modifying the-cq>plieahle provir.ion:, -of
Revenue-Riding-3001 62). -and (it) feF-yeors ofter-Reeewbef 34r300&i

in Code-Section 417(e)(3)(B)
(Notice - 200R-&s—of any—uubsequent—lnternet- Revenue—Service
guiOanee-implementiugCode-Section-44-7(e)( j)(U)>. divided-bv 1.05.

Benefits Not Taken into Account for 415(b) Limitation: For purposes ofChapter
following benefits shall not he taken into account in applying these limits:
a. Any ancillary benefit which is not directly related to retirement income

benefits;

b. That portion of any joint and survivor annuity that constitutes a qualified
joint and survivorannuity

415(b)(2) and Regulations thereunder to be taken into account for purposesof
the limitation of Internal Revenue Code Section 415(b)(1).

Other Adjustments in 415(h) Limitation
a. In the event the member's retirement benefits become payable before age

sixty-two (62), the limit prescFibtHf-by-firis--^ection--s)u>ll-be--reduced in

Nsued-hvThe-Seetetmy of tlte-TreaMtr-v pursuant

to-the-prov isions of Internal Revenue Code-Seefioi>-44-sibV so-that sueh limit

income-benefit begins)-vviueh-fsequivalentrtomone hundred-sixty thousand
dollar (S46firOO<fi, as adjusted. ■ unmud—luntefit-begiiuting-at- age sixty-two

(63)4nine fit is limited

(i) if the annuity starting date in a limitation year beginning beforeis

January I. 2012. the annual ;nmt of a benefit pavablc in the form ofam<

c. Any other benefit not required under Internal Revenue Code Section
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a simile lire ann nil y eommei icing at the member iLjimmitv start in;

ilc that is the actuarial equivalent of the dollar limitation dele;

with actuarial equivalence computeJ using whichever ot >['

following produces the smaller annual amount: (1) the interest rat

and m c irtalitv table or other..tabular Lae tor specified in the plaiLl

dctcnnininuactuarial equivalence for carlv retirement purposes; c>r_(2j

a 5 percent interest rale assumption and the applicable mortality table:
(ii) if the annuity starting date is in a limitation year beginning on or alter

January 1, 2012. and the plan doe s_ not have an immediatcly
commencing straight life annuity payable :u both age 62 and the age

of bene Hi commencement, the annual amount of a benefit payable in

the form of a straight life annuity commencing at the membcrls
annuity starting date that is the actuarial coitivalcnt of the dollar
limitation, with actuarial equivalence computed using a 5 percent

interest rate assumption and the applicable mortality table and
expressing the member's age based on completed calendar months as

of the annuity starting date: and
o ii) if the annuity starting date is in a limitation year beginning on or al\er

January 1. 2012. and the plan has an immediately commencing

straight life annuity payable at both age 62 and the age of benefit
commencement, the lesser of (1) the adjusted dollar limitation

deleiin ined in accordance with (ii): and (2) the product of the dollar

11mitation multiplied bv the ratio of the annual amount of the
immediately commencing straight life annuity under the plan at the

member's annuity starting date to the annual amount of the
immediately commencing straight life annuity under the plan at age

62. both determined without applying the limitations of Code bection
415. Code Section 415: Treas. Reg. 1.41 s(h)-1(d).

(15) years of military service, the adjustments provided for in subsection a,

above shall not apply.

In the event the member's benefit is based on at least fifteen (15) years of

service as a full-time employee of any police or fire department or on fifteen
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pre-rctirement disability benefits or pre-retirement death benefits.
(9) Less than Ten (101 Years of Service'Adjustment for 4lsfb) Limitation' The
maximum retirement benefits payable to any member who has completed less than ten
(10) years of service shall be (he amount determined under subsection 1 multiplied by a
fraction, the numerator ofwhich is the number of the member’s years of service and the
denominator of which is ten (10). The reduction provided by this subsection cannot
reduce the maximum benefit below 10%. The reduction provided for in this subsection
shall not be applicable to pre-retirement disability benefits or pre-retirement death
benefits.
(10) Ten Thousand Dollar ($10.000) Limit: Notwithstanding the foregoing, the
retirement benefit payable with respect to a member shall be deemed not to exceed the
D_s limit if the benefits payable, with respect to such member under this system and
under all other qualified defined benefit pension plans to which the member's employer
contributes, do not exceed ten thousand dollars (Si 0,000) for the applicable limitation
year and for any prior limitation year and the employer has not any time maintained a

qualified defined contribution plan in which the member participated.
(11) Effect of COLA without a Lump Sum Component on 415(h) Testing: Effective
on and after January 1, 2003, for purposes of applying the limits under Internal Revenue
C ode Section 415(b) (the “Limit”) to a member with no lump sum benefit, the following
will apply:

a. a member s applicable Limit will be applied to the member's annual benefit
in the member's first limitation year without regard to any automatic cost of
living adjustments;

b. to the extent that the member's annual benefit equals or exceeds the Limit, the
member will no longer be eligible for cost of living increases until such time
as the benefit plus the accumulated increases are less than die Limit;

thereafter, in any subsequent limitation year, a member’s annual benefit,
including any automatic cost of living increases, shall be tested under the
then applicable benefit Limit including any adjustment to the Internal
Revenue Code Section 415(b)(1)(A) dollar limit under Internal Revenue
Code Section 415(d), and the Treasury Regulations thereunder.

c. I'he reductions provided for in subsection a. above shall not be applicable to



(12) H fleet of COLA with a Lump Sum Component on 415(b) Testing- On and after

January 1,2009, with respect to a member who receives a portion ol the member's annual
benefit in a lump sum, a member's applicable Limit will be applied taking into

consideration cost of living increases as required by Internal Revenue Code Section
415(b) and applicable Treasury Regulations.
(13) 415(c) Limitations: After-tax member contributions or other annual additions

with respect to a member may not exceed the lesser of $40,000 (as adjusted pursuant to

Internal Revenue Code Section 415(d))or 100% of the member's compensation.
Annual additions are defined to mean the sum (for any year) ol employer

contributions to a defined contribution plan, member contributions, and

forfeitures credited to a member's individual account. Member contributions

are determined without regard to rollover contributions and to picked-up

employee contributions that arc paid to a defined benefit plan.

a.

For purposes of applying the 415(c) limits only and for no other purpose, the

definition of compensation where applicable will be compensation actually

paid or made available during a limitation year, except as noted below and as

permitted by Treasury Regulation Section 1.415(c)-2, or successor

regulation; provided, however, that member contributions picked up under

Internal Revenue Code Section 414(h) shall not be treated as compensation.

Unless another definition of compensation that is permitted by Treasury

Regulation Section 1.415(c)-2, or successor regulation, is specified by a

system subject to this title, compensation will be defined as wages within the

b.

c

meaning of Internal Revenue Code Section 3401(a) and ail other payments of

compensation to an employee by an employer for which the employer is

required to furnish the employee a written statement under Internal Revenue

Code Sections 6041(d), 6051(a)(3) and 6052 and will be determined without

regard to any rules under Internal Revenue Code Section 3401(a) that limit

the remuneration included in wages based on the nature or location of the

erformed (such as the exception for agriculturalemployment or the services pc

abor in Internal Revenue Code Section 3401(a)(2)),

(i) However, for limitation years beginning after December 31, 1997

compensation will also include amounts that would otherwise be

X
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included in compensation but for an election under Internal Revenue
Code Section 125(a), 402(e)(3), 402(h)(1)(B), 402(k), or 457(b). For
limitation years beginning after December 31, 2000, compensation
will also include any elective amounts that arc not includible in the
gross income of the employee by reason of Internal Revenue Code
Section 132(0(4).

For limitation years beginning and after January 1, 2007,on

compensation for the limitation year will also include compensation
paid by the later of 2Vi months after an employee's severance from
employment or the end of the limitation year that includes the date of
the employee's severance from employment if:

(A) the payment is regular compensation for services during the

employee's regular working hours, or compensation for
services outside the employee's regular working hours (such as
overtime or shift differential), commissions, bonuses or other
similar payments, and, absent a severance from employment.
the payments would have been paid to the employee while the

employee continued in employment with the employer; or

(13) the payment is for unused accrued bona fide sick, vacation or

other leave that the empl< would have been able to use ifoyec

employment had continue d

Any payments not describee d paragraph (ii) above are notin

considered compensation if paid after severance from employment,
even if (hey are paid within 2/i months following severance from

employment, except for payments to the member who does not
currently perform services for the employer by reason ofqualified
military service (within the meaning of section 414(u)(I) of the
Internal Revenue Code) to the extent these payments do not exceed

the amounts the individual would have received if the member had

continued to perform services for the employer rather than entering
qualified military service.



A member who is in qualified military service (within the meaning

of section 414(u)(l) of the Internal Revenue Code) shall be treated

as receiving compensation from the employer during such period

»f qualified military service equal to (i) the compensation the

member would have received during such period if the member

were not in qualified military service, determined based on the rale

of pay the member would have received from the employer but for

the absence during the period ofqualified military service, or (ii) it

the compensation the member would have received during such

period was not reasonably certain, the member's average

compensation from the employer during the twelve month period

immediately preceding the qualified military service (or, ifshorter,

the period of employment immediately preceding the qualified

military service).
(iii) Back pay. within the meaning of Treasury Regulation Section

1.415(c)-2(g)(8). shall be treated as compensation for the

limitation year to which the back pay relates to the extent the
back pay represents wages and compensation that would

otherwise be included under this definition

(14) Service Purchases under Internal Revenue Code Section 415(n): Effective for

permissive service credit contributions made in accordance with the applicable provisions

of Chapter 32, in limitation years beginning after December 31. 1997, if a member makes

one or more contributions to purchase permissive service credit under a plan, then the

requirements of Internal Revenue Code Section 415(n) will be treated as met only if:

a. the requirements of Internal Revenue Code Section 415(b) arc met,

determined by treating the accrued benefit derived from all such

contributions as an annual benefit for purposes of Internal Revenue Code

b. the requirements of Internal Revenue Code Section 415(c) are met,

determined by treating all such contributions as annual additions for purposes

of Internal Revenue Code Section 415(c),

Section 415(b), or

0
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For purposes of applying this section, the system will not fail to meet the
reduced limit under internal Revenue Code Section 415(b)(2)(C) solely by
reason of this section and will not fail to meet the percentage limitation under
Internal Revenue Code Section 415(c)( I )(H) solely by reason of this section.

For purposes of this section the term "permissive service credit" means

service credit—

(i) recognized by the system for purposes of calculating a member's
benefit under the system,

(ii) which such member has not received under the system, and

(iii) which such member may receive only by making a voluntary
additional contribution, in an amount determined under the system,

which docs not exceed the amount necessary to fund the benefit
attributable to such service credit.

Effective for permissive service credit contributions made in limitation
years beginning after December 31, 1997, such term may include service

credit for periods for which there is no performance of service, and.

notwithstanding clause (ii), may include service credited in order tc

provide an increased benefit for service credit which a member is

receiving under the system.

The system will fail to meet the requirements of this section if
(i) more than five years of nonqualified service credit are taken into

account forpurposes of this subparagraph,or

(ii) any nonqualified service credit is taken into account under this

paragraph before the member has at least five years of participation
under the plan.

For purposes of paragraph (e), effective for permissive service credit

contributions made in limitation years beginning after December 31, 1997,
the term "nonqualified service credit" means permissive service credit other

than that allowed with respect to—

(i) service (including parental, medical, sabbatical, and similar leave) as

an employee of the Government of the United States, any State or

political subdivision thereof, or any agency or instrumentality ofany

1
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of the foregoing (other than military service or service for credit

which was obtained as a result of a repayment described in Internal

Revenue Code Section 4l5(k)(3)),

(ii) service (including parental, medical, sabbatical, and similar leave) as

an employee (other than as an employee described in clause (A)) of

an education organization described in Internal Revenue Code Section

l70(b)(I)(A)(ii) which is a public, private, or sectarian school which

provides elementary or secondary education (through grade 12), or a

comparable level of education, as determined under the applicable

law of the jurisdiction in which the service was performed.
(iii) service as an employee of an association of employees who arc

described in clause (i), or

(iv) military service (other than qualified military service under Internal

Revenue Code Section 414(u)) recognized by such governmental

plan,

In the case of service described in clause (i), (ii), or (iii), such

service will he nonqualified service if recognition of such service

would cause a member to receive a retirement benefit for the same

service under more than one plan.

In the case of a trustee-to-trustcc transfer after December 31, 2001, to which

Internal Revenue Code Section 403(b)(13)(A) or Internal Revenue Code

Section 457(c)(17)(A)applies (without regard to whether the transfer is made

between plans maintained by the same cmploycr)-

(i) the limitations of paragraph (c) will not apply in determining whether

the transfer is for the purchase ofpermissive sendee credit, and

(ii) the distribution rules applicable under federal law to the system will

apply to such amounts and any benefits attributable to such amounts.

For an eligible member, the limitation of Internal Revenue Code Section

415(c)(1) shall not be applied to reduce the amount of permissive service

credit which may be purchased to an amount less than the amount which was

allowed to be purchased under the terms of the system as in effect on August



1997. For purposes of this paragraph an eligible member is an individual
who first became a member in the plan before January I, 1998

(15) Modification of Contributions for 415(c) and 415fn) Purposes: Notwithstanding
any other provision of law to the contrary, the system may modify a request by a member

to make a contribution under Chapter 32 if the amount of the contribution would exceed

the limits provided in Internal Revenue Code Section 415 by using the following
methods:

a. If the law requires a lump sum payment for the purchase ofservice credit, the

system may establish a periodic payment plan for the member to avoid a
contribution in excess of the limits under Internal Revenue Code Section
415(c) or 415(n)

b. If payment pursuant to subparagraph (a) will not avoid a contribution in
excess of the limits imposed by Internal Revenue Code Section 415(c) or

415(n), the system may cither reduce the member's contribution to an amount

within the limits of those sections or refuse the member's contribution,

(16) Repayments of Cashouts: Any repayment of contributions (including interest
thereon) to the system with respect to an amount previously refunded upon a forfeiture of

service credit under the system or another governmental plan maintained by the State or a

local government within the Stale shall not be taken into account for purposes of Internal
Revenue Code Section 415, in accordance with applicable Treasury Regulations.
(17) Reduction of Benefits Priority: Reduction of benefits and/or contributions to all

plans, where required, shall be accomplished by first reducing the member'sbenefit under

any defined benefit plans in which the member participated, such reduction to be made
first with respect to the plan in which the member most recently accrued benefits and

thereafter in such priority as shall be determined by the plan and the plan administrator of
such other plans, and next, by reducing or allocating excess forfeitures for defined
contribution plans in which the member participated, such reduction to be made first with

respect to the plan in which the membermost recently accrued benefits and thereafter in

such priority as shall be established by the plan and the plan administrator for such other
plans provided, however, that necessary reductions may be made in a different manner

and priority pursuant to the agreement of the plan and the plan administrator of all other
plans covering such member.

1



(18) Amendment: Nothing contained in this section will limit the l egislature from

modifying benefits to the extent such modifications are permissible by applicable state

and federal law

14


