O© 0 N O U»n

10

11

12
13
14
15
16
17
18
19
20
21
22

23

21.259.11 96th Legislative Session 400

2021 South Dakota Legislature
House Bill 1032

Introduced by: The Committee on Retirement Laws at the request of the South Dakota Retirement System

An Act to revise the minimum cost of living adjustment and revise terminology of

the South Dakota Retirement System.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That § 3-12C-104 be AMENDED.

3-12C-104. COLA or cost of living adjustment defined.
The term, COLA or cost of living adjustment, means the annual increase, if any, as
determined by § 3-12C-704, in the amount of the benefit provided on July first,
compounded annually. However, no—annrualinrerease_COLA may be provided unless the

member has received benefit payments for at least the consecutive, twelve-month period

before July first.

Section 2. That § 3-12C-703 be AMENDED.

3-12C-703. COLA applied to benefits--COLA elimination.
AH—The COLA payable shall be applied annually to all benefits except those

depending based on the member's-eentribution-balanece-shall-be-annualy-increased-by-the

€6LA _accumulated contributions, variable retirement account, or contribution credit.
However, the-arnualinerease COLA shall be eliminated for any period of time that a retired

member reenters covered employment in the system, unless the member retired as a

Class B member other than a justice, judge, or magistrate judge and subsequently has
reentered covered employment as a Class A member, or unless the member retired
without a benefit suspension pursuant to § 3-12C-1402 and then reentered active status
before July 1, 2004. Such elimination shall cease when the member again retires and

draws either a refund or an additional retirement benefit.

Section 3. That § 3-12C-704 be AMENDED.
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21.259.11 2 400

3-12C-704. Determination of COLA payable.

The COLA payable is the baseline COLA or the restricted COLA, as applicable. The
baseline COLA is equal to the increase in the consumer price index, but no less than-ere-
hatf zero percent and no greater than three and one-half percent. The restricted COLA is
equal to the increase in the consumer price index, but no less than-ere-half zero percent
and no greater than the restricted COLA maximum as determined in subdivision (2) of this
section. The board shall establish the COLA payable for each fiscal year, based on the fair
value funded ratio and actuarially determined contribution rate of the system as of the
prior July first and the increase in the consumer price index for the preceding third
calendar quarter compared to the consumer price index for the third calendar quarter for
the base year (the previous year in which the consumer price index was the highest), by
utilizing one of the following subdivisions, as applicable:

(1) If the system meets the criteria in subdivisions 3-12C-228(1) and (2) based on the
baseline COLA assumption adopted by the board, the COLA payable is the baseline
COLA; or

(2) Ifthe system does not meet the criteria in subdivisions 3-12C-228(1) and (2) based
on the baseline COLA assumption adopted by the board, the system shall calculate
a restricted COLA maximum in accordance with the board's funding policy that is
equal to the actuarially determined annual COLA rate that results in the criteria in
subdivisions 3-12C-228(1) and (2) being satisfied, if achievable. The COLA payable
is the restricted COLA. If the criteria in subdivisions 3-12C-228(1) and (2) cannot

be satisfied-with-a-COLA-equal-to-orexceeding-ene-half-percent, the COLA payable
is-ene—half zero percent.

Section 4. That § 3-12C-1402 be AMENDED.

3-12C-1402. Suspension of retirement benefit during reemployment before
July 1, 2004--Recalculation of additional benefit.

If a retired member whose benefits have been reduced pursuant to § 3-12C-1111
becomes employed as a permanent full-time employee by a participating unit before July
1, 2004, the payment of the member's retirement benefit, including the-anrrual-irerease
COLA pursuant to § 3-12C-703, shall be suspended during the period of reemployment.
If the member remains in such reemployment for at least three years pursuant to the
provisions of § 3-12C-1403 and then again retires, the member's additional benefit shall
be recalculated to consider only the member's credited service and final compensation

earned during reentry.
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Section 5. That § 3-12C-1403 be AMENDED.

3-12C-1403. Retirement benefits for members who reentered covered
employment after June 30, 2004 and before April 1, 2010.

If less than three years of contributory service or noncontributory service is
acquired after a retired member's reentry into covered employment, the member upon
subsequent retirement shall receive a refund of the member's accumulated contributions.

If three years or more of contributory service or noncontributory service is acquired
after a retired member's reentry into covered employment, the member upon subsequent
retirement may receive either a refund of the member's accumulated contributions or an
additional benefit based upon the member's credited service and final compensation
earned during such reentry. Only the member's credited service from the subsequent
employment shall be taken into account in calculating a reduction pursuant to § 3-12C-
1111, if any, in the member's additional benefit. In addition, the-arnuatinrerease_ COLA
applied to the original benefit pursuant to § 3-12C-703 shall be eliminated for the period
of reemployment, unless the member retired as a Class B member other than a justice,
judge, or magistrate judge and subsequently reentered covered employment as a Class A
member.

The provisions of this section apply to any member who retired without any reduction
in benefits pursuant to § 3-12C-1111 and who reenters covered employment after June
30, 2004, but before April 1, 2010.

Section 6. That § 3-12C-1404 be AMENDED.

3-12C-1404. Suspension of retirement benefit during reemployment for
members who reentered employment between July 1, 2004 and April 1, 2010--
Benefit upon subsequent retirement.

If a retired member whose benefits have been reduced pursuant to § 3-12C-1111
becomes employed as a permanent full-time employee by a participating unit on or after
July 1, 2004, but before April 1, 2010, the payment of the member's retirement benefit
shall be suspended during the period of reemployment. If the member remains in
reemployment for at least three years pursuant to the provisions of § 3-12C-1403, the
member upon subsequent retirement shall receive an additional benefit based upon the
member's credited service and final average compensation earned during the reentry.
Only the member's credited service from the subsequent employment shall be taken into

account in calculating a reduction pursuant to § 3-12C-1111, if any, in the member's
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additional benefit. If the member remains in reemployment for a period of less than three
years, the member upon subsequent retirement shall receive a refund of the member's
accumulated contributions. No matter the duration of the member's reemployment, the
annual-inerease_COLA applied to the original benefit pursuant to § 3-12C-703 shall be

eliminated for the period of reemployment.

Section 7. That § 3-12C-1405 be AMENDED.

3-12C-1405. Retired members--Reentrance to covered employment--
Benefits and membership.

If a retired member reenters covered employment at some time after the three
consecutive calendar months that start with the member's effective date of retirement,
the member's retirement benefits and continued membership shall be administered
pursuant to this section.

If the retired member's benefits have not been reduced, the member's monthly
retirement benefit shall be reduced by fifteen percent and the-anruatnrerease_ COLA shall
be eliminated throughout the period that the member reenters covered employment. The
reduction and elimination shall cease if the member again terminates covered
employment. However, the reduction and elimination do not apply if the member retired
as a Class B member other than a justice, judge, or magistrate judge and subsequently
reenters covered employment as a Class A member.

If the retired member's benefits have been reduced, the member's benefits shall be
suspended during the period that the member reenters covered employment and the
aRngalinrerease_COLA shall be eliminated during the period that the member reenters
covered employment. The suspension and elimination shall cease if the member again
terminates covered employment.

Whether the member's retirement benefits are unreduced or reduced, contributions
required of the member shall be deposited by the member's participating unit with the
system for the benefit of the member to be transferred to an account within the deferred
compensation program established pursuant to chapter 3-13. The contributions shall be
governed by § 457 of the Internal Revenue Code. However, the contributions required of
the member's employer unit shall be deposited into the fund created by this chapter, but
with no association or credit to the member. The member may not earn any additional
benefits associated with the period that the member reenters covered employment.

The provisions of this section do not apply to a Class D member who reenters covered

employment.
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Section 8. That § 3-12C-1505 be AMENDED.

3-12C-1505. COLA applicable to supplemental pension benefits.
A supplemental pension participant shall receive-arannua-nerease-inthe-amount

ef a COLA applicable to the participant's supplemental pension benefit for each year

commencing on the July first following the date on which the benefit was first payable,

and equal to the COLA—applicabletothe participant—Ifasupplemental pension—contract

irereaseforaperiod-of determined under § 3-12C-704. However, no COLA is payable if

the participant has received payments for less than twelve months.

Section 9. That § 3-12C-1634 be AMENDED.

3-12C-1634. Information required of city of Mitchell.

For purposes of payment of retiree benefits pursuant to § 3-12C-1630 and to
calculate the minimum benefit pursuant to § 3-12C-1631, the city of Mitchell shall provide
the following information:

(1) Each retired firefighter's benefit as of June 30, 1996, plus that benefits'annaual
inerease_COLA;

(2) Each active or inactive vested firefighter's accrued benefit as of June 30, 1996;

(3) Each active firefighter's final average compensation as of June 30, 1996;

(4) Each active firefighter's credited service as of June 30, 1996;

(5) Each active firefighter's employee contributions, with interest credited thereon, as
of June 30, 1996; and

(6) The annual rate of salary for a first-class firefighter as of June 30, 1996.
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