House, No. 5058

House Docket, No. 5339 — October 21, 2010

Communication from the Public Employee Retirement Administration (under Scc!.u:n S0 0fC h-'l!)lf-‘l 7
of the General Taws) submitting rules and regulations governing retirement of public employees in the
Commonwealth (House, No, 5058)

H.R.. October 25, 2010

Referred to the commitice on PUBLIC SERVICE.
Sent to the Senate lor concurrence.

/XMP  Clerk.

SENATE

nr

61 22 2010

THE SENATE CONCURS
Cle



DOMENIC | F. RUSSO, (raaman | A JOSERH DINUCC, Vice -
PAUL V. DICIANE | JAME

EMPLO

RETIREMENT A

TION COMMISSION

1 JOSEFH L COMNARTOM, beervmve Dlangrs
MOMACHADGD | DONALD R MARGQUIS | ROBERT B MoCARTHY | GREGORY B MENNMIS

October 21, 2010

Steven James, Clerk
House of Representatives
State House, Room 145
Boston, MA 02133

Dear Mr. James:

In accordance with the provisions of Chapter 7, Section 50 of the General Laws, | am pleased on
behall of the Public Employee Retirement Administration  Commission (PERAC), to file
amendments to the rules and regulations governing retirement of public employees in Massachusens
(8B40 CMR 3.08).

I'he techmical 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 1o 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 reviewing agent

Pursuant to the provisions of G.L. ¢. 7, § 50, the clerks shall refer this matter to the appropriate
standing committee of the general court. Il the general court takes no final action relative 10 the
regulations within forty-five days of the date said regulations are referred to the appropriate
committee, the general court not having prorogued within said forty-five days, the regulations shall
be deemed 1o be approved. Within fificen days of receipt of any recommendations, the committee
shall transmit in writing 10 PERAC ils suggestions, if any, for modifications in recommended
regulations. Within fifteen days of receipt of the committee’s suggestions, PERAC shall resubmit the
regulations to the committee, topether with any maodifications made 1o them

If you have questions or need additional information, please feel free to contact me.

Sincerely,

W?’-éﬂwﬂ’}”

Joseph . Connarton
Executive Director
JEC/b
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Seclion 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) promuigating 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 Lo such rules and regulations within forty-five days of the date
sald such rules and regulations are filed with the clerks of the house of representatives and the senate, the
general court not having prorogued within said forty-five days such rules and regulations shall be deered to
be approved;



840 CMR 3.08_Intemal Revenue Code Section 415:

(1) Basic 415 Limitations: Effective as of September 1, 1974, in compliance with the

provisions of Section 5(3)(f) of Chapter 32 and in furtherance of the application of the
compensation limitations set forth in that Section |, 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 Ycar: For purposes of Internal Revenue Code Section 415, the
limitation year is the calendar year.

(3)

2, 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 415(b) 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(h), subject
to the applicable adjustments in that section.

b, On end 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)(1)(A), subject 1o 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 Intenal Revenue Code Section 415(d) and the regulations
thercunder,

(5) Definition of Annual Benelit: 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 1o 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 "benelit attributable” shall be determined in accordance with Treasury Regulations.

(6) Adjustments o Basic 415(b) Limitation for Form of Benefit; 1t 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.

a. Il the form of benefit without regard to the automatic benefit increase feature
is not a straight life annuity or a qualified joint and survivor annuity, then the
preceding sentence is applicd by either reducing the Internal Revenue Code
Section 415(h) limit applicable at the annuity starting date or adjusting the
form of benefit to an actuarially equivalent amount [determined using the
assumptions specified in Treasury Regulation Section 1.415(h)-1(e)2)(ii)]
that takes into account the additional benefits under the form of benefit as
follows:

b.  Fora retirement benefit paidbwhich is payable in a form other than a staight

lite annuity, and the form of benefit is not subject to whieh-taternal-Revenue
Code Scction 417(e)(3) does—not-appiy—{o—monthlvthe benefith—thelor the

purposes of applying the limitation in_subsection_(hi(4), is adjusted o an

actuarially equivalent straight life annuity bepefit-that-is-the grester-aifor-the
reduced Section-tlSthy-himit-appheable-at the onnuite stastine-datewheh-s
tie—"esser — o hen—pdiusted—ir—oceordapee—with— the—fellowing
sssumptiensithat cquals:
Gy Fheannual pmonnt-ol-the strieht-lde-anna iy anv-pavable-te-the
wrember-under the systent-eommeneing-at-the- same annuity—starting

diteas the topm-at-bepefit-tothe-menber o
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(1) Hhe-annusl-smeunt-ol-thelor limiutio

years beginning on_or after

January 1, 2012, the greater of the annual amount of the straight life
annuity (il any) payable udder the plan at the same annuity stapting
date, and the wnnual amount of o straight life annuity commencing at
the same annuity starting date that has the same actuarial present
value as the member’s form of benetit paryableto-the—tinployee

Henetietary.—computed  using —s—S%—interest ¥ tor e

ippheable stitson ierest—a 1 - nd Ao yeurprei—o

datrnry | 2005%an _interest rate of 5 percent and the applicable

mortality tables—desertbed—in- Freasuwy—Reguhitionsection—t4 e}
Hehi 2y (Revenne Rubing 2004-6 2ok any—subsequent Revenue Rirrs
modifying-the-applicable_provisions—of Revente—Rulings-2004—61}-
aml-(ii)-table under § 417¢e)(3) (ie.. Rev. Rul. 2001-62) (and for
years after December 31, 2008, the applicable mortality tables
described in Code Section 417(e)(3)(13) (Notice 2008-85 or any

subsequent Internal Revenue Service guidance implementing Code
Section 417(e)(3INBY); orand

(i) for_limitation_years beginning before January 1, 2012, the annual

amount o a_suaicht life annuity_ commencing at the same annuity

starting date that has the same actuarial present value as the member's
torm ot benelit computed using whichever of the following produces
the greater annual amount: (1) the interest rate and mortality table or
other tabular factor specified in the plan for adjusting benefits in the
same forme: and (2) a 5 percent interest rate assumption and the
applicable mortality table (Code Section 415, Treas. Reg. 1.415(h)-
1(e)2)

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

life annuity. and the forim of the benefit is subject to which-Interanl-Revenie
Code Section 417(e)(3) spphiesfa-lump-sum-berefith-the benefit for purposes
of applying the limitation in subsection (h)(4), is adjnsted to an actuarially
cquivalent straight life annuity benefit-that-is-the-greatest-ol(or-thereduced




41503 Licalbsleagstth i
2

= %
HINH-#PPH 1w i ¥ EHE

Lats hieh ic tha "llcu.-l

oflwhen ndjusted-in-aceordunce-with the-fallowing assu prions that equals:
(i) Fhe il the aunuity starting date is in a plan vear beginning after 2005,
the annual amount of the straight life annuity commencing at the same
annuity starting date that has the same actuarial present value as the
partientar participant’s form of benefit payable: comprted wing—the
interest rate and-moriality-table-or-tabular-faeter, using whichever of

reatest annual amount—: (1) the interest

the following produces the 2
rate and the mortality table or uther tabular factor speeified in the plan

for-setuarial experienseadjusting benelits in the same form; (2) a 5.5

percent interest rate_assumption_and the_applicable mortality table:
and _(3)_the applicable interest _tate_under §417(e)3) and the

applicable _mortality_table, divided by 1.05 and for_years after

December 31, 2008, the applicable mortality tables described in Code
Section 417(e)3)(13)_(Notice 2008-85 or_any subsequent lnternal

Revenue Service uuidance implementing Code Section 417(e)(3)B);

GirFheannuil—amount—af the sraight life-annuity—cemmeneing- ot -the
s e diste-that-has-the-same-setuarial-present-vahie-ts-the
particular—form—ei—benefit—payable: compuied—asing-a—3:5 pereent

laract H Loe—tw 13 Ll ctaliit et s_nuciimpbion
mterest-assumphion-{ o the-ap) - intere st f
and={i—toryears-prive—te-) v 2000 the-apphieable-mortality

tablofor the-distbution-underTreasur-Resulation seeton—H e}
21 (the mortabity table-speeified-in-Revenue Ruling-2004-62-or
any-subsequent Revenne Ruling medifvine the-applicable-provisions
of Revente-Riline 2001-62) and—ih-for-years-allerDecember 31,
2008 —the applicable morality—tables deseribedin—Code—Seetion
T3 (Notiee 200885 or-amy—sub nt-hnernnl- Reveme

o i 1 M o ada Santt Al la AV It Y—ar
Sepvipe-g implementing-od o L The Ha W o
(iiiii) Fhe-annual-amount-ob-the-steaighi-dil tye-eommeneing-at the

annuiby-starting-date-thai-has-the sume- actuasial present vilueas the
mrﬁ«#«r—!im|r4~{—13enoii+—ﬁayﬂbia-&mnpuiedﬂl5hrg-ﬂw-&ppﬁeable
interest pite-for the—distribution-under—Treasury—Regulntion seettion



et e - Hd e 30-vear Treasury—rae-{priorta-Janu 2007,
using-the-rate in-eHeet- lor-the-month-prer-to relirement. and-en-aid
after—dantiry 2007 using-the-rate-the-in-elfoet-for the- Hrst-day-al
the-plin-year-with-u-one-year-stabilizaton-periodH-nnd-(3-foryears
preE—to-dantiary— 2000 the —appheable —morality rate—for—the
distribution -wnder—reasur—Resulation-section—4H Tie b Hdi24- (the
mestahity —table—speeificd —in—HRevene—Ruling—2001-62 —ar—any
stibseiient-Revente Ruling—modifving—the-apphicable-provisions—of
Revenne-Riling 200H-62 ) -and-tii - tor-vears atter-PDecerber 342008,
the-apphicable-martalin-talles-deseribed-in Code SestionHHEHB)
Eivotice 200885 — or —any—subscquent—Iniernal—Revenue—Service
guidunce implementing Code Seetion-H-7ei 383 divided by 105,

(7 Benelits Not Taken into Account for 415(b) Limitation: For purposes of Chapter

32, the following benefits shall not be taken into account in applying these limits:

a,

Any ancillary benefit which is not directly related to retirement income
benefits;

That portion of any joint and survivor annuity that constitutes a qualified
joint and survivor annuity;

Any other benefit not required under Internal Revenue Code Section
415(b)(2) and Regulations thereunder to be taken into account for purposes of

the limitation of Internal Revenue Code Section 415(b)(1).

(8)  Other Adjustments in 415(b) Limitation:

.

In the event the member's retirement benefits become payable before age
sixty-two (62), the Hmit—preseribed by this—section shull-be—reduced—in

cordanec-with-regulations ssued-by-the Seeretury-o-the- Frensury purstant
to-the-provisions of taternal Revenue CodeSeetionH-5(b)so-thatsuch-Hait
tas-sereduesd)-equalsan- Fateaiali-dde-beneli-twhen such-retirement
teome-henelit-hegins ) whieh-is equivalent-to-one-hundred sixtv—theusand
detlar 4510000 —as adjusted. Fobsped b b e aiaietae
f62xhenelitis limited to:

(i)__if the annuity_starting date is in a limitation vear beginning before

January 1, 2012, the annual amount of 4 benefit pavable in the form of
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a single life_annuity_commencing at the member’s annuity starting
date that is the actuarial equivalent ol the dollar limitation determimed,
with_actuarial _equivalende _computed using whichever of  the
following produces the smaller mmual amount: (1) the interest rate
and mortality_table or other tabular factor specified in the plan for
determining actuarial equivalence for early retirement purposes: or (2)

a5 percent interest rate assumption and the applicable mortality table:
(i1)_if the annuity starting date is 1 a limitation year begi
January 1. 2002, and the plan_does _not have an_immediaely
commencing straight life annuity payable at both age 62 and the age

12 00 or alter

of benefit conunencement, the annual amount of a benefit payable in

the form of a staight lite annuily_commencing at the member's

annuity starting dute_that is the actuarial equivalent_of the dollar

limitation, with_actuarial equivalence computed using 2 5 percent

interestrate_assumption_and the applicable _mortality table und

expressing the member’s age based on completed calendar months as
of the annuity starting date; and

(1) if the annuity starting date is in g limitation vear beginning on or after
January 1, 2012, and the plan has an inunediately conunencing
straight fife annuity payable at both age 62 and the_age of benelit

ment, the le

of (1) the adjusted  dollar limitation

determined in accordance with (i) and (2) the product of the dullar
Tinitation_multiplied by _the ratio_of the annual amount ol the
immediately_commencing straight life annuity under the plan at the

member’s annuity  starting date _to the _amnual _amount ot _the

immediately commencing steaight life annuity_under the plan at age
62, both determined without applying the limitations of Code Sec
15. Code Section 415; Treas. Reg. 1L415(b)-1(d).

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

e

L

service as a full-time employee of any police or fire department or on fifteen
(15) years of military service, the adjustments provided for in subscction a,

above shall not apply.
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€. The reductions provided for in subsection a, above shall not be applicable to

pre-retirement disability benefits or pre-retirement death benefits.

) Less than Ten (10) Years of Service Adjustment for 415(b) Limitation: The
maximum retirement benefits payable to any member who has completed less than ten
(10) years of service shull be the amount determined under subsection | multiplied by a
fraction, the numerator of which 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 1o @ member shall be deemed not to exceed the
415 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 ($10,000) 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.

(1) Effeet of COLA without a Lump Sum Component on 415(b) Testing: Effective

on and after Junuary 1, 2003, for purposes of applying the limits under Internal Revenue

Code 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 vear without regard to any automatic cost of
living adjustments;

b. 1o 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 the Limit;

¢. thereafier, in any subsequent limitation year, a8 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 A15(b)(1)(A) dollar limit under Internal Revenue

Code Section 415(d), and the Treasury Regulations thereunder.
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(12)  Effect 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 of the member's annual
‘benefit in a lump sum, a member's applichble 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 o
Internal Revenue Code Seetion 415(d)) or 100% of the member's compensation,

A, Annual additions arc defined to mean the sum (for any year) of employer
contributions to a defined contribution plan, member contributions, and
forfeitures credited 1o a member's individual account. Member contributions
are determined without regard to rollover contributions and to picked-up
employee contributions that are paid 1o a defined benefit plan.

b. 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 Secction 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 ol 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
meaning of Internal Revenue Code Section 3401 (a) and all 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 remuncration included in wages based on the nature or location of the
employment or the services performed (such as the exception for agricultural
labor in Internal Revenue Code Seetion 3401 (a)(2)).

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

compensation will also include amounts that would otherwise be

b



(ii)

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

For limitation years beginning on and after January 1, 2007,
compensation for the limitation year will also include compensation
paid by the later of 2% 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 paymemt 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

(B) the payment is for unused accrued bona fide sick, vacation or
other leave that the employee would have been able to use if

employment had continued.

Any payments not described in paragraph (ii) above are not
considered compensation if paid alter severance from employment,
even if they are paid within 2% months following severance from
employment, except for payments (o the member who does not
currently perform services for the employer by reason of qualified
military service (within the meaning of section 414(u)(1) 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 scction 414(u)(1) of the Internal Revenue Code) shall be treated
as receiving compensatidn from the employer during such period
of qualified military service cqual to (i) the compensation the
member would have received during such period if the member
were not in qualificd military service, determined based on the rate
of pay the member would have received from the employer but for
the absence during the period of qualified military service, or (1b) if
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, il shorter,
the period of employment immediately preceding the qualified
military service).
(ii1) 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 1o the extent the
back pay represents wages and compensation that would
otherwise be included under this definition,
(14)  Service PPurchases 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, il 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) are mel,
determined by wreating the accrued benefit derived from all such
contributions as an annual benefit for purposes of Internal Revenue Code
Section 415(b), or

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).
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¢.  For purposes of applying this section, the system will not fail 1o 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)(1)(B) solely by reason of this section.

d. For purposes ol this section the term "permissive service credil” means
service creditl—

(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 does not exceed the amount necessary o 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 (i), may include service credited in order o

provide an increased benefit for service credit which a member is

receiving under the system.

e, The system will fail to meet the requirements of this section if—

(1) more than five years of nonqualified service credit are taken into
account tor purposes of this subparagraph, or

(11) any nonqualified service credit is taken into account under this
paragraph before the member has at least five years of participation
under the plan.

f. For purposes of paragraph (¢), cllective 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 of any

i



of the foregoing (other than military service or service for credit
which was obtained as a result of a repayment described in Interal
Revenue Code Section 415(k)(3)).

(ii) service (including parental, medical, sabbatical, and similar leave) as
an cmployee (other than as an employce described in clause (A)) of
an education organization deseribed in Internal Revenue Code Section
170(b)( 1)(A)(ii) which is a public, private, or sectarian school which
provides clementary or sccondary 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 are
described in clause (1), or

(iv) military service (other than qualified military service under Internal
Revenue Code Section 414(u)) recognized by such governmental
plan,

In the case ol service deseribed in clause (i), (ii). or (iii), such
service will be 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-trustee transfer after December 31, 2001, to which
Internal Revenue Code Section 403(h)(13)(A) or Internal Revenue Code
Section 457(e)(17)(A) applies (without regard o whether the transfer is made
between plans maintained by the same employer)—

(i) the limitations of paragraph (¢) will not apply in determining whether
the transfer is for the purchase of permissive service credit, and

(i) the distribution rules applicable under federal law to the system will
apply to such amounts and any benefits attributable to such amounts.

For an cligible member, the limitation of Intemal Revenue Code Section
415(¢)(1) shall not be applied to reduce the amount of permissive service
credit which may be purchased to an amount Jess than the amount which was

allowed 1o be purchased under the terins of the system as in effect on August



5, 1997. For purposes of this paragraph an eligible member is an individual

whao first became a member in the plan before January 1, 1998,

(15)  Maodification of Contributions for 415(¢) and 415(n) 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 Intemal Revenue Code Section 415 by using the following
methods:

4. If the law requires @ lump sum payment for the purchase of service credit, the
system may establish a periodic payment plan for the member to avoid &
contribution in excess of the limits under Internal Revenue Code Section
415(c) or 415(n).

b. If puyment pursuant to subparagraph (2) will not avoid a contribution in
excess of the limits imposed by Internal Revenue Code Section 415(c) or
415(n), the system may either 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 State 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's benefit under
any defined benefit plans in which the member participated, such reduction to be made
first with respect 1o 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 Lo the plan in which the member most recently acerued 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.



(18} Amendment: Nothing contained in this section will limit the Iegislature from
1 1 issi 1 tat
modifying benefits to the extent such modifications are permissible by applicable state

and federal law.
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