State of South Dakota

NINETY-FIRST SESSION

LEGISLATIVE ASSEMBLY, 2016
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400X0249
SENATE BILL No. 14

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

FOR AN ACT ENTITLED, An Act to revise certain administrative provisions and repeal
certain obsolete provisions concerning the South Dakota Retirement System.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That § 3-12-52 be amended to read:
3-12-52. The Board-of Frustees board shall meet at |east twice each year, and shall adopt
itsown rules of procedure. A magority of trustees constitutes aquorum. At the first meeting of
each fiscal year the board shall elect from the board's membership achair and avice chair. At

least eight concurrent votes and a majority of the members present are required for a decision

by the board for any of its meetings.
Section 2. That § 3-12-55 be amended to read:

3-12-55. The BoardrofFrastees board shall appoint an administrator executive director,

qualified by training and experience, to serve at the pleasure of the Boardof Frusteesboard. The

annual salary of the admthristrator executive director may be adjusted annually by the samerate

appropriated as the across-the-board increase to base salaries of state employees under the

Genera Appropriations Act in each corresponding year.

100 copies were printed on recycled paper by the South Dakota Insertions into existing statutes are indicated by underscores.
Legidative Research Council at a cost of $.161 per page. @ Deletions from existing statutes are indicated by overstrikes.
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Before May first of each year, the board shall recommend any additional salary adjustment

above the across-the-board increase for the agdmtrtstrator executive director for the upcoming

fiscal year. Thissalary adjustment isnot effective unlessttis approved by amajority vote of the

members of the Retirement Laws Committee. The agdmintstrator executive director may hire

additional employees as may be required to transact the business of the retirement system and
shall fix the remuneration for such services. The board shall require the bonding of the

admtntstrator executive director in an amount set by the board which shall be included under

the state employees’ blanket bond. The premium may be charged to the fund.

Section 3. That § 3-12-56 be amended to read:

3-12-56. Applications for membership for new or additional benefits, credited service, or
benefit payments which may be granted by the Board-ofFrustees board shall be made to the

admintstrator executive director on forms approved by the board.

Section 4. That § 3-12-57.1 be amended to read:
3-12-57.1. Any person aggrieved by adetermination made by the system's staff may request

review of the determination and adecision by the agmtristrator executive director. The person,

if then aggrieved by the admthrtstrator's executive director's decision, may appeal the decision,

if the person files a written notice of appeal with the admintstrator executive director within

thirty days of the date of the decision. The notice shall identify the person appealing and the
decision appealed. The appeal shall be conducted by a hearing examiner in accordance with
chapter 1-26. The hearing examiner, after hearing the evidence in the matter, shall make
proposed findings of fact and conclusions of law, and a proposed decision. The agdmintstrator

executivedirector shall accept, reject, or modify those findings, conclusions, and decision. The

admintstrator executive director may arrange for the assistance of private counsel throughout

the agdmintstrator's executive director's review of the proposal. The admittstrator's executive
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director's action constitutes the final agency decision. The final agency decision may be
appealed to circuit court pursuant to chapter 1-26.

Section 5. That § 3-12-61 be amended to read:

3-12-61. The South Dakota Retirement System expense fund is kereby continued and the
Board-of Frustees board is kereby authorized to transfer from the South Dakota Retirement
System fund an annual amount not to exceed three percent of the annual contributionsreceived

by the system, and the moeneysso money transferred are-hereby is appropriated for the payment
of the administrative costs of the system;providedthatthe. The board shall report its proposed

annual budget to the Legislature for s approval ;- withttrthe buedget reportof the Bepartment-of
taber-andRegdtation. Expendituresfrom all funds shall be disbursed on warrantsdrawn by the
state auditor and shall be supported by vouchers approved by the admitrtstrator executive
director of the system.

Section 6. That § 3-12-62.1 be amended to read:

3-12-62.1. All personnel hired er-or after duty— June 30, 1980, by the divisions of the
Department of Labor and Regul ati on estabhsheehoy 88§-61-2-10-ane61-2-16-1 shall bemembers
of the system. Any individua so6 employed prierto before July 1, 1980, may elect to become
amember of the system, if that election is made prterto before July 1, 1981. Benefits accrued
to amember prior to the date of such election shall be continued and may not be considered as
other public benefits-asdefired+n-subdivision-3-12-4#(49); for the purposes of calculating or
offsetting any benefit resulting from participation in the system. Credited service earned under
the retirement system provided by chapter 61-2 may not be counted for the purpose of
calculation of benefits under chapter 3-12. For any individual who electsto be amember of the
system pursuant to this section, credited service earned under the retirement system provided

by chapter 61-2 shall be counted for the purpose of vesting urderchapter3-12 and for-the
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at for any family or disability

benefits pursuant to this chapter, if contributions madeto the system provided under chapter 61-

2 are not withdrawn.

Section 7. That § 3-12-63 be amended to read:

3-12-63. Membership in the system shall exclude the following:

1)

)

©)

(4)

All elective officers except justices and judges, unless such person elects and is
otherwise qualified to become a member of the system;

All personnel in the Department of Labor and Regulation who were employed prior
to before July 1, 1980, and who €elect to remain participants in the retirement system
provided by chapter 61-2;

The governing body of any participating county, municipality, or other political
subdivision; and

All personnel employed by the municipality of Sioux Falls prierto before July 1,
2013. However, any person employed prierte before July 1, 2013, who separates
from service with the municipality of Sioux Fallsand is subsequently rehired by the
municipality of Sioux Falls and begins working after June 30, 2013, as a permanent

full-time empl oyee asdefired+r-subdtvision3-12-47(54); shall be amember of the

system.

Section 8. That 8 3-12-67.1 be amended to read:

3-12-67.1. Notwithstanding the provisions of § 3-12-67, any employee of the municipality

of Sioux Falls who begins working after June 30, 2013, as a permanent full-time employee as

tefthedHrsubdivision3-12-47454) shall beamember of the system if the municipality of Sioux

Falls elects to be a participating unit by a duly passed resolution of its governing body.

Section 9. That § 3-12-69 be amended to read:
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3-12-69. Employees of an €ligible political subdivision or public corporation not
participating in the systems consolidated into the system created by this chapter, may become
aparticipating unit in the system if the unit commits to deposit an amount equal to the present
value of the benefits earned to date, based on the employee's prior service to the unit to be
covered by the system. The expense of the actuarial determination of thisamount shall be borne
by the applicant. All eligible employees of an applicant shall participate in the system upon
admission. If the unit is unable to deposit this amount in a single sum, the unit shall have the
option to pay the amount by periodic level installments over a period up to twenty years, the

value of which, when discounted for compound interest at the effectiverate assumed rate of

return, is equal to the amount due at the date of participation.

Section 10. That § 3-12-72 be amended to read:

3-12-72. All employee and employer contributions to the system and the necessary
supporting datashall betransmitted by theemployer at |east monthly to the adrirtstrattorroffice
of-the system. Each saeh monthly transmission for each respective calendar month shall be
completed by thefifteenth day of thefollowing month. All supporting data shall be transmitted
electronically in aformat determined by system personnel. All contributions shall be deposited
with the state treasurer in the fund duty established to administer this chapter. If any
participating unit failsto deliver contributions with respect to compensation paid in any month
and the necessary supporting data by the fifteenth day of the following month, the participating
unit shall pay to the system a penalty equal to five percent of the delinquent contributions. The
delinquent contributions and the penalty shall bear interest at the assumed rate of return from
thedatedueuntil thedatepaid. In cal cul ating accumul ated contributi onsprsdant to-subeivison
3-12-4#2), al contributions with respect to compensation paid in any fiscal year shall be

included in the calculation of interest credited for that fiscal year.
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Section 11. That § 3-12-72.4 be amended to read:

3-12-72.4.1f aparticipating unit determinesthat agovernmental functionisto beprivatized,
the participating unit shall passaresol ution to that effect determining thedatethat itsemployees
will ceaseto be public employees eligible for membership in the system. The participating unit
shall notify the system and the employees affected of tts the resolution and, after the effective
date, cease to make contributions to the South Dakota Retirement System asrequired in 88 3-
12-71 and 3-12-72. Any member affected by privatization is entitled to the benefits accrued as
of the effective date under the provisions of chapter 3-12. For the purposes of determining
eligibility for vesting purstantto-sabeiviston§3-12-47(+#3) and early retirement pursuant to § 3-
12-106, years of service with the successor employer shall be considered.

Section 12. That § 3-12-74 be amended to read:

3-12-74. If any participating unit becomes delinquent thirty or more days by failure or
refusal to pay any amounts due to the system, the state treasurer shall, upon certification by the

admtntstrator executive director of the delinquency, withhold and deduct the amount of the

delinquency, penalty, and interest as specified in 8 3-12-72 from the next succeeding payment
or payments of any money in the hands of the state treasurer due and payabl e to the participating
unit.

Section 13. That § 3-12-77.3 be amended to read:

3-12-77.3. Any rights which have terminated pursuant to the provisions of § 3-12-77 or 3-

12-77.1 may be reinstated upon presentation to the system-administrator executive director of

arequest for reinstatement of those rights and competent evidence of the rights.
Section 14. That § 3-12-81.1 be amended to read:
3-12-81.1. If aretired member becomes reemployed as a permanent full-time employee by

a participating unit, the member first shall have terminated the member's employment
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relationship withtheinitial participating unit;-asettthect-sabeiviston3-12-4#70) astheterm

terminated, isdefined in this chapter and asrequired pursuant to Revenue Ruling 57-115 by the

Internal Revenue Service. Theinitial participating unit's system representative shall certify to
the system that the termination of the employment relationship took place. In addition, any

second participating unit shall subject the member shaH-havebeersubiect to al proceedingsand

requirements associated with the hiring and employment of any new employee by the second
participating unit, and that unit's system representative shall so certify to the system. If asingle
participating unit is both the member's initial participating unit and the member's second
participating unit, # the unit shall follow all termination procedures and all hiring procedures
relative to the member as outlined by this section, and its chief executive officer, the officer's
agent, or the chair of tsthe unit's governing commission or board shall so certify.

Section 15. That § 3-12-82 be amended to read:

3-12-82. If less than three years of contributory service or noncontributory service as

4) is acquired after a
retired member's reentry into covered employment, the member upon subsequent retirement
shall receive arefund of the member's accumulated contributions.

If three years or more of contributory service or noncontributory service as-teteatecHn
subsectionstb) (e} (o) and{h)yofsubdivisron3-12-4#(24) areacquired after aretired member's
reentry into covered employment, the member upon subsequent retirement may receive either
arefund of the member's accumul ated contributions or an additional allowance 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 areduction pursuant to 8 3-12-106, if any, in the member's additional allowance. In

addition, the annual increase applied to the original allowance pursuant to 8 3-12-88 shall be
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eliminated for saeh the period of reemployment, unlessthe member retired asaClass B member
other than ajustice, judge, or magistratejudge and subsequently reentered covered empl oyment
asaClass A member.

The provisions of this section apply to any member who retired without any reduction in
benefits pursuant to § 3-12-106 and who reenters covered employment en—or after Juby—2t
June 30, 2004, but prierte before April 1, 2010.

Section 16. That § 3-12-86.1 be amended to read:

3-12-86.1. If amember onleaveof absence performinginitial qualified military servicedies,
the member shall be considered to have returned from the leave of absence on the day prierto
before the member's death and become a contributing member for purposes of survivor benefits
pursuant to §3-12-95 § 3-12-95.5, if the member has at least one year of credited service prior
to the member's death, including the initial period of qualified military service. If the member
was contributing for additional survivor protection benefits pursuant to § 3-12-104 immediately
prior-to before the leave of absence, the member shall be considered to have resumed steh the
contributions on the day prier-to before the member's death.

If a member on leave of absence performing initial qualified military service becomes
disabled pursuant to the disability criteria set out in chapter 3-12-and-ARSB-chapter62:01:04,
the member shall be considered to have returned from the leave of absence on the day prierto
before the member's discharge date and become a contributing member for purposes of
eligibility for disability benefits pursuant to §3-12-98 § 3-12-201, if the member has at least
three years of credited service including the period of initial qualified military service. The
provisions of §3-12-98 § 3-12-201 notwithstanding, the member need not have been deemed
to be a contributing member on the date of the member's disabling event.

Section 17. That chapter 3-12 be amended by adding aNEW SECTION to read:
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Beginning January 1, 2009, to the extent required by 8 414(u)(12) of the Internal Revenue
Code, a member receiving differential wage payments, as defined under § 3401(h)(2) of the
Internal Revenue Code, from a member's employer shall be treated as employed by that
employer, and the differential wage payment shall be treated as compensation for purposes of
applying the limits on annual additions under § 415(c) of the Internal Revenue Code. This
provision shall be appliedto all similarly situated membersin areasonably equivalent manner.

Section 18. That § 3-12-87 be amended to read:

3-12-87. Payment of a deposit with the system for credited service pursuant to 88 3-12-83
to 3-12-86, inclusive, shall be determined and due at the time the notice of intention to make
the payment is received by the system. The amount due may be paid by periodic, level
installments over a period of up to ten years, the value of which, when discounted for interest
at the assumed rate of return, is equal to the amount due at the date of the notice. If a member
dies before completion of the installment payments, the surviving spouse may complete the
payments due the system, but, unless the payments are being made by a participating unit, the
amount shall be paid in full within ninety days of the member's death or retirement. trtheevent
If the periodic payments are not completed or paid when due, the admintstrator executive
director may make an appropriate adjustment to the credited service, benefits payableunder this
chapter, or schedule of payments to allow for the default. Any member participating in
installment payments pursuant to this section priorte before July 1, 1989, shall havethe balance
due on July 1, 1989, recalculated pursuant to 88 3-12-83 and 3-12-84 and shall have the
installment payments due er-er after daby—1 June 30, 1989, recalculated accordingly. The
provisions of this section apply only to installment payment purchases of credited service that
are not tax-deferred, but and do not apply to tax-deferred purchases pursuant to § 3-12-83.2.

Section 19. That § 3-12-95.2 be amended to read:
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3-12-95.2. The conservator and custodian provisions of subdivision 3-12-95(2) and § 3-12-
95.1 notwithstanding, the benefit becomes payable directly to a child when the child reaches
eighteen years of age. The benefit shall be eliminated when the child becomes ineligible

Section 20. That § 3-12-95.3 be amended to read:

3-12-95.3. Fhat The portion of a family benefit that is payable on account of children
pursuant to subdivision 3-12-95(1) shall beeliminated aseach child becomesineligibleptrsdant
te-sabdivisron3-12-47414). The benefit shall be eliminated altogether when the youngest child
becomes i neli gibl eptrsdant-to-subdivistons3-12-47(14).

Section 21. That § 3-12-98 be amended to read:

3-12-98. A contributing member who becomes disabled and who hasacquired at | east three
yearsof contributory service or noncontributory service astehneatecirrsabsectionstby (e {a);
andHhy-of subdiviston-3-12-47(24} since the member's most recent entry into active status and

prior to becoming disabled or was disabled by accidental means while performing usual duties
for an employer, is eligible for a disability benefit if the disability is expected to be of long,
continued, and indefinite duration of at least one year. In order to be eigible for a disability
benefit, amember must be disabled on the date the member's contributory service ends. Any
member who failsto file an application for disability benefits with the administrator executive
director within three years of after the date er-whteh the member's contributory service ends,
forfeits al rights to disability benefits. Any information required for a complete application
must be received within one year after the application for disability benefitswasreceived. If the
required information is not received by the system within one year after the application is
received, the member may reapply. For purposes of this section, atransfer within aparticipating

unit, or achangein employment from one participating unit to another participating unit if there
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is no break in contributory service, does not constitute a new entry into active status. The
provisions of this section apply to any member whose application for disability benefits is
received by the system prierto before July 1, 2015.

Section 22. That § 3-12-99.1 be amended to read:

3-12-99.1. That portion of adisability benefit that is payable on account of children shall be

eliminated aseach child becomesineligibl eptrsdantto-subdivisron3-12-4714). However, that

the portion of a disability benefit that is payable on account of children shall increase if a
disabled member gainsan additional child who is eligibleptrsaantto-subdiviston3-12-47(14).
All other provisions in § 3-12-101 do not apply to members receiving a disability benefit
pursuant to this chapter. The provisions of this section apply to any member whose application
for disability benefitsis received by the system prierto before July 1, 2015.

Section 23. That § 3-12-114 be amended to read:

3-12-114. If any change or error in the records of the system or any participating unit results
in any person receiving from the system lessthan the person would have been entitled to receive

had the records been correct, the agdmintstrator executive director shall correct the error and, as

far aspracticable, shall adjust the payment to provide the person the amount to which the person
is correctly entitled.

If any change or error in the records of the system or any participating unit resultsin any
person receiving from the system more than the person would have been entitled to receive had

the records been correct, the agministrator executive director shall correct the error and, as far

as practicable, shall recover the overpayment to reflect the amount to which the person is
correctly entitled. The board shall promulgate rules, pursuant to chapter 1-26, concerning the
methods by which an overpayment shall berepaid, including an actuarial equivalent. However,

the recovery of an overpayment islimited to the amount attributable to any error that occurred
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during the six-year period immediately prietto beforethe discovery of theerror. Thislimitation
does not apply in the case of fraud, intentional misrepresentation, material omission, or other
fault on the part of amember or beneficiary.

Section 24. That § 3-12-116 be amended to read:

3-12-116. If adesignated beneficiary does not survive the member, any lump-sum payment
that may be due shall be payable to the member's surviving spouse. If there is no surviving
spouse, the payment shall be payableto all of the member's surviving children, irrespective of
age, on ashare-alike basis. If there is no surviving spouse and there-are no surviving children,
the payment shall be payable to the estate of the deceased member. If no claim for payment due
upon the death of a deceased member is made within three years from date of death, the
payment shall revert to the system. However, aclaim may be honored after the expiration of the

three-year reversion period if, in the opinion of the agdministrator executive director, payment

of the claim is warranted by exceptional circumstances.
Section 25. That § 3-12-118 be amended to read:
3-12-118. TheBoardoefFrusteesboard shall retaintheservicesof anindependent contractor,

not involved in the investment process, to make a report to the board not less than every four

years on the investment performance results of the assets of the retirement funds. Fhe+eport
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Section 26. That § 3-12-122 be amended to read:

3-12-122. The board shall review the funding of the system and shall make areport to the
Governor and the Retirement Laws Committeeif any of thefollowing conditions exist asof the
latest annual actuarial valuation of the system:

(1) The contributions do not equal the actuarial requirement for funding;

(2) Thefundedratioislessthan eighty percent, or aratio based on the market fair value

of assetsislessthan eighty percent; or

(3 Themarket fair value of assetsis less than ninety percent of the actuarial value of

assets.

The report shall include an anaysis of the conditions and recommendations for the
circumstances and timing for any fatdre benefit changes, contribution changes, or any other
corrective action, or any combination of actions, toimprovethe conditions. Based on thisreport
and therecommendations of the board, the L egislature may adopt benefit changes, contribution
changes, or any other corrective action, or any combination of actions, toimprovethe conditions
Set out in this section.

If any of the conditions set out in this section exist for aperiod of three consecutive annual
actuarial valuations, the board shall recommend benefit reduetions changes, contribution
changes, or any other corrective action, or any combination of actions, for approva by the
Legidature and the Governor, effective as soon as possible, to improve the conditions set out
in this section.

Eligibility for benefits, the amount of any benefit, and the rate of member contributions

established in this chapter are not the contractual rights of any member and are subject to change

by the L egislaturefor purposes of corrective action to improvethe conditionsestablished in this
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section.

Section 27. That § 3-12-127 be amended to read!:

3-12-127. Notwithstanding the repeal on July 1, 1974, of chapters 3-12; 3-13; 9-15; 13-45;
certain provisions of chapter 16-8; chapter 16-11A; and certain provisions of chapter 33-13, all
members of systems established thereunder shall be entitled to retire at the age, with the length
of service and the benefits available to them under those provisions or the provisions of this

chapter. For the purposes of this section, the agdmintstrator executivedirector shall retain as part

of the permanent files ef-hisofftee all volumes of the South Dakota Eempted Codified Laws;
together-with-the-1973-pocket-supptements thereto.

Section 28. That § 3-12-130 be amended to read:

3-12-130. A current contributing Class B member other than ajustice, judge, or magistrate
judge, may convert credited service as a county sheriff or deputy county sheriff prierto before
January 1, 1980, or credited service as a county sheriff or deputy county sheriff while not
certified from January 1, 1980, to June 30, 1988, inclusive; credited service as apolice officer
while not certified from July 1, 1983, to June 30, 1988, inclusive; credited service as a
penitentiary correctional staff member prierte before July 1, 1978; credited service as a
conservation officer prierto before July 1, 1983; credited service as a parole agent prior-to
before July 1, 1991; and credited service asan air rescuefirefighter prierto before July 1, 1992,
from credited serviceasaClass A member with benefits provided in accordancewith 8 3-12-91
to credited service as a Class B member other than ajustice, judge, or magistrate judge, with
benefits provided in accordance with § 3-12-92, by election to make, or have made on the
member's behalf, contributions based on the higher of the member's current compensation, or
the member's final average compensation calculated as if the member retired on the date of

election, at an actuarialy-determined percentage times each year of service for which the
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member wishes to receive sdeh Class B credit. The provisions of this section also apply to a
current contributing Class B member, other than a justice, judge, or magistrate judge, who
previously has purchased equivalent public service pursuant to the provisions of § 3-12-84.
Payment of a deposit with the system for the conversion of credited service in accordance
with this section shall be determined and due at the time the notice of intention to make the
payment isreceived by the system. The amount due may be paid by periodic level installments
over aperiod of upto ten years, thevalue of which, if discounted for interest at the assumed rate
of return, is equal to the amount due at the date of the notice. If a member dies before
completion of the installment payments, the surviving spouse may compl ete the payments due
to the system, but unless the payments are being made by a participating unit, the amount shall
be paid in full within ninety days of the member's death or retirement. If the periodic payments

are not completed or paid when due, the admintstrator executive director may make a pro rata

adjustment to the credited service, benefits payable under this chapter or schedule of payments
to allow for the default.

If the credited serviceof any member or group of membersbecomes ClassB credited service
on a prospective basis er-or after duby- June 30, 1993, the prior credited service asa Class A
member may be converted to Class B credited servicein accordance with thissection. If ajailer
becomes a Class B member other than a justice, judge, or magistrate judgeputsaant—to
subdiviston-3-12-4425-or—subdiviston—3-12-4A455), the jailer is eligible to convert prior
credited service as ajailer under this section.

Section 29. That § 3-12-143 be amended to read:

3-12-143. For the first thirty-six months of a disability benefit provided by § 3-12-99, the
maximum amount that a member may receive in any calendar year from the disability benefit

and earned income, as defined in 8§ 32(c)(2) of the Internal Revenue Code, is one hundred
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percent of the member'sfinal average compensation. Starting with the thirty-seventh month of
sueh the disability benefit, the maximum amount that a member may receive in any calendar
year from disability benefits provided by the federal Social Security Act equal to the primary
insurance amount, the disability benefit provided by this chapter and earned income, as defined
in 8 32(c)(2) of theInternal Revenue Code, isone hundred percent of themember'sfinal average
compensation. Themaximum amount shall beindexed for each full fiscal year duringwhichthe
member iseligiblefor such disability benefit by the improvement factor-defiredr-subdivison
3-12-4+(#A1). Any amount exceeding this maximum amount shall reduce each monthly disability
benefit payable pursuant to 8 3-12-99 in the following fiscal year on a pro rata basis.

Any member eligibleto receive adisability benefit shall report to the system in writing any
earned income of themember. Thereport shall befiled with the system rietaterthanivay thirty-

ftrst before June first following the end of each calendar year in which a disability benefit is

paid. A disabled member may file asigned copy of the member'sindividual income tax return
inlieu of thereport. No report or return need befiled for the calendar year ti-whieh the member
diesor convertstoanormal or early retirement benefit under this chapter. The disability benefit
of any member failing to file areport or return as required in this section shall be suspended
until the report or returnisfiled. The reduction may occur, however, only if adisability benefit
is being paid by the system, but may not reduce the disability benefit below the minimum
provided for in § 3-12-99.

This section applies to any member receiving or entitled to receive a disability benefit
pursuant to § 3-12-98.

Section 30. That § 3-12-190 be amended to read:

3-12-190. On an annual basis, a minimum, the board shall establish an interest rate

assumption upon which the provisions of subsequent supplemental pension contracts shall be
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based. The board shall establish the assumption on the basis of the recommendations of the
system's actuary and the state investment officer. The interest rate assumption may not be
greater than the actuarial assumed rate of return for the fund, nor may the interest rate
assumption be lessthan the effective rate of interest-describecHn-subeivison3-12-442#. Any
other provision of law notwithstanding, the board may suspend issuance of new supplemental
pension contractsat any time.  Any suspension of new supplemental pension contracts shall be
prospective in operation and may not affect supplemental pension contracts already in effect.

Thestraettre administration of the supplemental pension benefit agdmirtstration requiresthat
supplemental pension benefit purchase costs vary from one time period to the next.
Consequently, participants who accept the option of a supplemental pension benefit have no
expectation or fundamental right to any particular supplemental pension benefit purchase price.

Section 31. That § 3-12-193 be amended to read:

3-12-193. A supplemental pension participant shall recelvean annual increasein theamount
of the participant's supplemental pension benefit for each year commencing on the July first

following the date on which the benefit wasfirst payable, and equal to the improvement factor

estabtishedH-sabdivision-3-12-47#41) applicable to the participant. If a supplemental pension

contract goes into effect prterto before July 1, 2010, and if the first annual increase is for a
period of less than twelve months, the initial increase shall be prorated-as-described--that
subdivisten. If asupplemental pension contract goesinto effect ern-or after 3uty-1 June 30, 2010,
there shall be no initial prorated annual increase for a period of less than twelve months.
Section 32. That § 3-12-194 be amended to read:
3-12-194. If payment of monthly supplemental pension benefits ceases due to the death of
the participant or the death of a supplemental pension spouse, and the total of monthly

supplemental pension benefits paid islessthan the amount of the participant's single premium,
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the difference between the total benefits paid and the single premium shall be disbursed in a
lump sum as provided in this section. Amounts payable under this section shall be disbursed as
follows:
() To the beneficiary or entity designated by the participant in the participant's
supplemental pension contract record, if any is designated;
(2) If no beneficiary or entity is designated, then to all surviving children of the
participant, irrespective of age, on a share-alike basis; or
(3 If nobeneficiary or entity is designated and there are no surviving children, then to
the participant's estate.
If no claim for payment due upon the death of a deceased participant is made within three
years from date of death, the payment shall revert to the system. However, a clam may be
honored after the expiration of the three-year reversion period if, in the opinion of the

admintstrator executive director, payment of the clam is warranted by exceptiona

circumstances.

The provisions of this section are not affected by the provisions of § 3-12-110 or 3-12-116.

Section 33. That § 3-12-195 be amended to read:

3-12-195. Supplemental pension contract purchases and supplemental pension benefit
payments administered pursuant to the provisions of 88 3-12-189 to 3-12-198, inclusive, are
considered to be qualified plan distributed annuity contracts under Internal Revenue Service
Treasury Regulation 1.402(c)-2;-as-amended-through-Jantary-1,-2008.

Section 34. That § 3-12-199 be amended to read:

3-12-199. If, en-or after Apri—t March 31, 2010, a retired member reenters covered
employment within thethree consecutive calendar monthsthat start with the member'seffective

date of retirement, the member's retirement is deemed invalid. If the member received one or
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moreretirement anfdtty benefit paymentsduring theinvalid retirement, the member shall etther

repay the payments as alump sum immedi atel y-ortherepayments-shal-be, repay the payments

by contractual paymentsover aperiod of up tothreeyears, which paymentsshall includeinterest

at the assumed rate of return, or the+epayments-shal-be repay the payments by an actuarial

equivalent reduction in eventual monthly benefits

Section 35. That § 3-12-200 be amended to read:

3-12-200. If, er-or after Apri—t March 31, 2010, 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 theretired member's benefitshave not been reduced pursuant to 8 3-12-106, the member's
monthly retirement annuity benefit shall be reduced by fifteen percent and the annual increase
shall be eliminated throughout the period that the member reenters covered employment in
accordwith § 3-12-88. Thereduction and elimination shall ceaseif themember againterminates
covered employment. However, theferegethgprovistenstotwithstandtg; the reduction and
elimination do not apply if the member retired as a Class B member other than ajustice, judge,
or magistrate judge and subsequently reenters covered employment as a Class A member.

If the retired member's benefits have been reduced pursuant to 8§ 3-12-106, the member's
benefitsshall be suspended during the period that the member reenters covered employment and
the annual increase shall be eliminated during the period that the member reenters covered
employment;beth--aceore-with pursuant to 8§ 3-12-111.1. The suspension and elimination
shall cease if the member again terminates covered employment.

Whether the member'sretirement benefitsare unreduced or kavebeen reduced, contributions
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required of the member pursuant to § 3-12-71 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. Fheforegoingriotwithstandiig However,
the contributions required of the member's employer unit pursuant to 8 3-12-71 shall be
deposited into the member—trast fund created by this chapter, but witheut—any with no
association with or credit to the member. The member may not earn any additional benefits
associated with the period that the member reenters covered employment.
Section 36. That § 3-12-201 be amended to read:

3-12-201. A contributing member who becomesdisabled and who hasacquired at | east three

yearsof contributory service or noncontributory serviceastletneatecnsabsecttons{b), (e} {o);

aneHh-of-subdivisreon-3-12-4424) since the member's most recent entry into active status and
prior-to before becoming disabled, or was disabl ed by accidental meanswhile performing usual

duties for an employer, is eligible for disability benefits if the disability is expected to be of
long, continued, and indefinite duration of at least one year and the member is disabled on the
date the member's contributory service ends. For purposes of this section, a transfer within a
participating unit, or a change in employment from one participating unit to another
participating unitif thereisno break in contributory service, doesnot constitute anew entry into
active status. The provisions of this section apply to any member whose application for
disability benefitsis received by the system after June 30, 2015.

Section 37. That § 3-12-202 be amended to read:

3-12-202. Any member seeking disability benefits pursuant to § 3-12-201 shall submit an

application to the admintstrator executive director. Any information required for a complete

application must be received within one year after the application for disability benefits was
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received. If the required information is not received by the system within one year after the
application is received, the member may reapply.
Any member, who failsto file an application for disability benefits with the agmtrtstrator

executive director within three years after the date enwhteh the member's contributory service

ends, forfeits al rightsto disability benefits.

Section 38. That § 3-12-205 be amended to read:

3-12-205. Upon receipt of an application for disability benefits after June 30, 2015, along
with statements from a health care provider and the member's employer, the admtristrator

executive director shall determine whether the member is eligible for disability benefits. The

admintstrator executive director may request the advice of the disability advisory committee

with respect to any application. The recommendation of the disability advisory committeeisnot

binding on the admintstrator executive director. The disability advisory committee or the

admtntstrator executive director may require an independent medical examination of the

member to be conducted by a disinterested health care provider selected by the disability

advisory committee or the admtntstrator executive director to evaluate the member's condition.

The disability advisory committee or the agdmintstrator executive director may require a
functional capacity assessment of the member to be conducted by a licensed professional

qgualified to administer such assessmentsane-the an assessment. The assessment may be used

to evaluate the member's qualification for benefits. Refusal to undergo an examination or
assessment pursuant to this section is cause for denying the application.

If the administrator executive director determinesthat the member is not disabled, anotice

of the admintstrator's executive director's determination and the reasons for the determination

shall be sent; by certified mail; to the member's last known address.

Section 39. That § 3-12-206 be amended to read:
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3-12-206. If the admintstrator executive director determines that the member whose

application was received pursuant to 8§ 3-12-205, meets the qualifications to receive disability

benefits, a notice of the admintstrator's executive director's determination shall be sent; by

certified mail; to the member's last known address. A member whose application for disability
benefitsis approved shall receive the benefits beginning with the month following the date on
which the member's contributory service terminates. If any member fals to terminate
contributory service within one year after receiving notice that the member's application has
been approved, the member's application approval expires.

Section 40. That § 3-12-210 be amended to read:

3-12-210. A member's disability benefits pursuant to § 3-12-207 terminate if the member
is no longer disabled, as certified by a health care provider. Upon receipt of certification the

admintstrator executive director shall determine whether the member meets the qualifications

for disability benefits. In making this determination the admitntstrator executive director shall

follow the same procedure used in making theinitial determination of disability providedin 8§ 3-
12-205. A member's disability benefits shall be suspended and subject to termination if the
member refuses to undergo an examination or assessment requested by the disability advisory

committee or the administrator executive director. If the administrator executive director finds

that the member no longer meets the qualifications for disability benefits, the admtristrator

executive director shall notify the member of thisfinding by certified mail and the payment of

disability benefits shall terminate thirty days after receipt of the notice. Sueh-a The finding by

the admtrtstrator executive director is subject to appeal and review as a contested case.

Section 41. That § 3-12-214 be amended to read:
3-12-214. Upon the death of amember receiving disability benefits pursuant to § 3-12-207,

who diesprior to normal retirement age, afamily benefit shall be paid on behalf of any child of
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the member. The monthly amount of the family benefit isthe amount of the monthly disability
benefitsthe member received priorte before death. The monthly family benefit shall beequally
apportioned among any children of the member and shall be paid on behalf of any child to the
conservator or custodian of the child, as applicable. However, if the child is eighteen years of
age the benefit is payable directly to the child. Asany a child becomes ineligibleptrstantto

subdiviston-3-12-47#(14}, the family benefit shall be reallocated among any remaining eligible

children of the deceased member. Thefamily benefit terminatesif thereare no eligible children

of the deceased member-ptitsuant-to-subeiviston-3-12-4714).

Section 42. That 8§ 3-12-47.3 be repealed.

Section 45. That § 3-12-120.2 be repeal ed.
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Section 49. That § 3-13-50 be amended to read:

3-13-50. The admintstrator executive director shall administer the plan. The agdmtristrator

executive director may hire additional employees as may be required and shall set the

remuneration of sdeh the employees.

Section 50. That § 3-13-51.1 be amended to read:
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as-are-tdeemed-appropriate A participant may invest in any investment selected by the state

investment officer, including; butnettmitedto; annuity contracts. The state investment officer
ts—adtherizedto6 may enter into contracts for investment alternatives-ane-to-offertnternat

. The executive director or

third-party administrator may transfer funds to, from, and among the respective investment

alternatives asdirected by the participant or asrequired if theinvestment alternativeisno longer

available. Thestateinvestment officer shall be held to the standard of conduct of afiduciary and
shall carry out all functions solely in theinterests of the participants and benefit recipients and
for the exclusive purpose of providing benefits and defraying reasonable expensesincurred in
performing sueh the duties as required by law.

Section 51. That § 3-13-51.2 be amended to read:

3-13-51.2. The administrator executive director shall execute any agreements as—are

necessary to carry out the provisions of this chapter, except stich agreements as are executed by

the state investment officer pursuant to § 3-13-51.1. Any-eontractforanthvestmentalternative

Section 52. That § 3-13-52 be amended to read:

3-13-52. Neither the plan nor any participating employer may have any liability to any
participant for losses arising out of any decrease in the value of any investments held by the
plan. The liability of the plan to any participant is limited to the value of the participant's
account on the date the account is made available to the participant pursuant to the provisions

of the plan. In no event may any member of the board, the agdmtrtstrator executive director or

any member of the admintstrator's executive director's staff have any liability for any action
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taken with respect to the plan unless such action be taken in bad faith.

Section 53. That § 3-13-53 be amended to read:

3-13-53. The South Dakota deferred compensation fund is hereby established. All
compensation deferred pursuant to thischapter shall bedeposited insaeh thefund. Expenditures
from the fund shall be paid on warrants drawn by the state auditor on vouchers approved by the

admtntstrator executive director. All administrative expenses shall be budgeted and expended

pursuant to chapters 4-7, 4-8, 4-8A, and 4-8B. In accord with 8 457(g) of the Internal Revenue
Code, all money inthefund and al property and rights held by the fund, at al times until made
availableto aparticipant or the participant's beneficiary, shall be held in trust for the exclusive
benefit of the participant. All compensation deferred pursuant to thischapter shall betransferred
not later than fifteen business days after the end of the month in which the compensation
otherwise would have been paid to the participant.

Section 54. That § 3-13A-2 be amended to read:

3-13A-2. The definitions contained in §-3-12-47 chapter 3-12 apply to this chapter unless

otherwise so specified. In addition, the following terms used in this chapter mean:

(1) "Account," the record for each participant reflecting the amount of the participant's
special pay transmitted to the fund, allocated investment gains and |osses thereon,
and administrative charges against those amounts;

(2) "Accounting date," the date on which an investment is valued and the total

investment return is allocated to a participant's account;

®3)

—)—"Board," the South DakotaRetirement System Board of Trusteesasestablished under

§ 3-12-48;
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(4) "Executivedirector," the executive director of the South Dakota Retirement System

as provided in 8§ 3-12-55;

%) ; —§-19:

—6—"Fund," the South Dakota special pay fund established pursuant to § 3-13A-3;

A(6) "Normal retirement date," the date a participant may retire pursuant to the provisions
of chapter 3-12 without reduced benefits;

8)(7) "Participant,” a terminated employee of a participating unit who has reached the
calendar month prier-te before the month of the employee's fifty-fifth birthday and
who received six hundred dollars or more in specia pay;

£9)(8) "Participating unit," the State of South Dakota, the South Dakota Board of Regents,
or any other political subdivision of the state that participates in the program;

9A5(9) "Plan year," a calendar year ending on December thirty-first;

(10) "Program," the South Dakota Special Pay Retirement Program created pursuant to
88 3-13A-1t0 3-13A-25, inclusive;

(11) "Specid pay,” compensation other than regular salary or wages granted to a
participant and transferred in a lump-sum to the fund at the termination of the
participant's employment;

(12) "Third-party administrator,” a person who, pursuant to contract, handles
administration of the program on behalf of the board and the admintstrator executive
director; ane

(13) "Vendor," aperson or organization selected by the stateinvestment officer to provide
investment or insurance products to the program.

Section 55. That § 3-13A-3 be amended to read:

3-13A-3. The South Dakota special pay fund is hereby established. All compensation
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transmitted to the fund pursuant to 88 3-13A-1to 3-13A-25, inclusive, shall be deposited in the
fund. Expenditures from the fund shall be paid on warrants drawn by the state auditor and

supported by vouchers approved by the admtristrator executive director. All administrative

expenses shall be budgeted and expended pursuant to chapters 4-7, 4-8, 4-8A, and 4-8B. All
money in the fund and all property and rights held by the fund shall be held in trust for the
exclusive benefit of the participants at al times until made available to a participant or the
participant'sbeneficiary. All benefits payable under this program shall be paid and provided for
solely from the fund and a participating unit assumesno liability or responsibility therefor. Any
trust under the program shall be established pursuant to awritten agreement that constitutes a

valid trust under the law of South Dakota.

Section 56. That § 3-13A-9 be amended to read:

tavestmentsasaredeemed-appropriate A plan participant may invest in any investment sel ected

by the state investment officer, including annuity contracts. The state investment officer may

enter into contractsfor investment alternati vesandto-offernternaHnvestmentalternatives. The

program-admintstrator executive director or third-party administrator may transfer funds to,

from, and among the respective investment aternatives as directed by the participant or as

required if the investment alternative is no longer available.

Section 57. That 8 3-13A-11 be amended to read:
3-13A-11. Each participant may elect to havethe participant'sfundsinvested in oneor more
of the investment alternatives selected by the state investment officer pursuant to 8§ 3-13A-9.

Subject to any limitationsimposed by the agdmtttstrator executive director, avendor, or athird-

party administrator, a participant may elect to transfer any portion of the account balance from

one offered investment alternative to another at any time, if noticeisgiven to the agdmitnistrator
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executive director or the third-party administrator. Any costs associated with such a transfer

shall be borne by the participant and shall be deducted from the participant's account. If, dueto
apayroll error, a participant's deferral is deposited in an investment aternative other than the

one selected by the participant, the agmirtstrater executive director or third-party administrator

may correct the error by transferring the participant's deferral to the proper investment
aternative, subject to any limitations which may be imposed by the vendor. No retroactive
adjustment may be made.

Section 58. That § 3-13A-12 be amended to read:

3-13A-12. If acontract between the state investment officer and avendor isterminated and

aparticipant fails to notify the agdmintstrator executive director or third-party administrator of

the participant's new investment selection before the contract terminates, the admtristrator

executive director or third-party administrator shall transfer that participant's account to the

investment alternative designated by the state investment officer.
Section 59. That 8 3-13A-17 be amended to read:

3-13A-17. Theadministrator executive director shall administer the program;-shat-haveat

and shall determine all questions arising under

or in connection with the program. The administrator executive director may hire additional

employeesas may berequired and shall set theremuneration of sdeh the employees. In addition,

the admintstrator executive director, with the approval of the board, may contract with vendors

for third-party administration of variousdutiesunder the program asthe agdministrator executive

director sees fit. The admintstrator executive director shall execute any agreements as-are

necessary to carry out the provisions of 88 3-13A-1 to 3-13A-25, inclusive, except sdeh any
agreements as-are executed by the state investment officer pursuant to § 3-13A-9.

Section 60. That § 3-13A-22 be amended to read:
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3-13A-22. A participant is entitled to receive a distribution from the participant's account

uponwritten applicationto the admtttstrator executivedirector or third-party administrator. The

participant may elect, on forms prescribed by the agdmirtstrator executive director or third-party

administrator, the time at—whieh distributions under the program are to commence by
designating the month and year during which thefirst distribution isto be made. The participant
may elect to receive the participant's distribution in any of the following forms:

O A lumpsum;

(2) Equa monthly installments over afixed period; or

(3) Any other form offered by the admintstrator executive director or a third-party

administrator.
The application and election shall be made prior to the time any amounts become payable.
A participant or abeneficiary who has chosen a payment form may change that payment option,
if no payment has yet been made, and subject to any administrative restrictions and charges
established by the board.
Section 61. That § 3-13A-25 be amended to read:
3-13A-25. Neither the program nor any participating unit is liable to any participant for
losses arising out of any decrease in the value of any investments held under the program. The
liability of the program to any participant islimited to the value of the participant's account on
the date the participant chooses to begin payment pursuant to the provisions of the program. In

no event may any member of the board, the agministrator executive director, or any member of

the admtntstrator's executive director's staff have any liability for any action taken with respect

to the program unless sdeh the action has been taken in bad faith.
Section 62. That ARSD 62:01:01:01 be amended to read:

62:01:01:01. Definition of terms. Termsdefined in SBE€E3-12-4+ SDCL chapters3-12 and
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3-13A have the same meaning when used in this article. In addition, terms used in this article
mean:

(1) "Disability advisory committee,” a committee composed of the secretary of the
Department of Human Servicesor adesignee, alawyer, and aphysician, thelatter two members

both appointed by the adrmintstrator executive director;

(2) "Represented group,” a group entitled to elect one or more trustees pursuant to SDCL
3-12-48 and 3-12-49. The group to which amember belongs is determined from the records of
the system,;

(3) "Employment,” for purposesof SDCL 3-12-103.1, includes engagement of services by
an employer who is not a participating unit and self-employment;

(4) "ClassB public safety member," anindividual whoisacetass Class B member other than
ajustice, judge, or magistrate judge.

Section 63. That ARSD 62:01:02:01 be amended to read:

62:01:02:01. Determination of etassA-orectassB Class A or Class B member. A member

isactassA Class A member until proof is supplied to the agdmintstrator executive director that

amember is actassB Class B member. The admintstrator executive director shall change the
records when a change of duties requires a change of class.

Section 64. That ARSD 62:01:02:11 be amended to read:

62:01:02:11. Reentry into system for purposes of redeposit — Limit on redeposit. For
purposes of SDCL 3-12-80, a person reenters the system only if the person previously has
terminated empl oyment astlefineensubdivision3-12-47(70) or has ceased active membership
by shifting to less than permanent full-time status; the person has withdrawn the person's
accumulated contributions pursuant to SDCL 3-12-76 or SDCL 3-12-76.1; and it thereentry is

the person's initial return to active status after a termination or shift, accompanied by a
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withdrawal. The redeposit may apply only to that withdrawal.
Section 65. That ARSD 62:01:03:02 be amended to read:
62:01:03:02. Determination of eligibility for retirement alewanee benefit. Upon receipt of

an application for a retirement aHoewance benefit, the administrator executive director shall

determine whether or not the applicant is eligible for the aHewanee benefit.

Section 66. That ARSD 62:01:03:02.01 be amended to read:

62:01:03:02.01. Certification when retired member becomes reemployed — Penalty. If a
retired member becomes reemployed by the same employer unit that the member retired from
within oneyear after the member'sretirement, the system may require both the member and the

employer unit to certify that:

(1) The member's termination was a complete severance of employment as outlined in
SBEt-sdbeivision-3-12-47(76)-aneHn SDCL 3-12-81.1;

(2) All standard hiring and employment procedures of the employer unit were followed in
the reemployment process; and

(3 Noprior agreement to reempl oy the member, either overt or covert, existed betweenthe
member and the employer unit or any officer of the employer unit.

Anemployer unit'schief executive officer or the officer'sagent or thechair of theemployer's
governing commission or board shall provide the certification on behalf of the employer unit.
The system shall provide forms for the member's and the employer unit's certifications. An
intentionally fal secertification providesgroundsfor legal recoursepursuant to SDCL 22-29-9.1.

Section 67. That ARSD 62:01:04:03 be amended to read:

62:01:04:03. Disability determination — Disability advisory committee — Medical
examination. Upon receipt of an application for adisability aHewanee benefit, with supporting

medical evidence, the agdministrator executive director shall determine whether the applicant is
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eligiblefor adisability aHowanee benefit. The admintstrator executive director may request the

advice of the disability advisory committee with respect to any application. The
recommendation of the disability advisory committee is not binding on the administrator

executive director. The disability advisory committee or the admtrtstrator executive director

may require an independent medical examination of an applicant to be conducted by alicensed,
disinterested physician selected by the disability advisory committee or the admitnistrator

executive director to evaluate the applicant's condition. The disability advisory committee or

the admintstrator executive director may require a functional capacity assessment of the

applicant to be conducted by alicensed professional qualified to administer such assessments,
and the assessment may be used to evaluate the applicant's qualification for benefits. If the

admintstrator executive director determines that the member is not disabled, a notice of the

admtntstrator's executivedirector'sdetermination and thereasonsfor it shall be sent; by certified

mail; to the applicant's last known address.
Section 68. That ARSD 62:01:04:06 be amended to read:

62:01:04:06. Medical examination of member receiving disability attewanee benefit —

Refusal. The admintstrator executive director may require a member receiving a disability
aHoewanee benefit to undergo a medical examination at any time at the expense of the system.
If the member refuses to submit to a medical examination within 30 days of receipt of written

notice from the admintstrator executive director, the one-year period outlined in SDCL 3-12-

103.1 begins to run and continues until the member withdraws the refusal. If the refusal
continues for one year, the member forfeits all rights to the disability aHewanee benefit. If the
member agrees to submit to a medical examination, upon completion of the examination by a

physician selected by the admintstrator executive director, the physician shall provide to the

admtntstrator executive director a complete report on the condition of the member. If the
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admtntstrator executive director finds that the member is no longer disabled, the agdmthristrator

executivedirector shall se notify the member by certified mail and the payment of the disability

aHowanee benefit shall terminate pursuant to SDCL 3-12-103.1. Sdueh—a A finding by the

admtrtstrator executive director is subject to appeal and review as a contested case.

Section 69. That ARSD 62:01:05:03 be amended to read:

62:01:05:03. Procedure for nomination — Filing of member petition. A justice, judge, or
magistrate judge who is a candidate for nomination for trustee shall file one or more petitions
containing, in al, at least five valid signatures of members of the candidate's represented
member group. Each other member candidate for nomination for trustee shall file one or more
petitionscontaining, inall, at |east 20 valid signatures of members of the candidate's represented
group. In addition to the required signatures, each petition shall contain the name, address, and
last four digits of the social security number of the member candidate and a declaration of
candidacy signed by the candidate. Each nominating petition must be in the possession of the

office of the admtnistrator-notaterthan executive director by 5:00 p.m. on February 23.

Section 70. That ARSD 62:01:05:03.01 be amended to read:

62:01:05:03.01. Procedure for nomination — Filing of employer petition. Each employer
candidate for nomination for trustee shall file one or more petitions containing, in al, at least
20 valid signatures of members of the candidate's represented group. In addition to the required
signatures, each petition shall contain the name, address, and represented employer group of the
candidate and adeclaration of candidacy signed by the candidate. Each nominating petition must

be in the possession of the office of the admintstratornotater-than executive director by 5:00

p.m. on February 23.

Section 71. That ARSD 62:01:05:06 be amended to read:

62:01:05:06. Preparation of ballots. The administrator executive director shall prepare
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separate ballots for each represented group entitled to vote in the election. Each ballot shall

contain the appropriate designation of the represented group and the names, in aphabetical

order, and the addresses of the candidates. No ballot shall be prepared if there arelessthan two

candidates who have filed valid nominating petitions to represent a represented group.
Section 72. That ARSD 62:01:05:07 be amended to read:

62:01:05:07. Mailing of ballots. The admtrtstrator executive director shall mail re-tater

than-AprH-30 before May 1 the applicable ball ot to each member entitled to vote in the election
and to each employer entitled to vote in the election.

Section 73. That ARSD 62:01:05:08 be amended to read:

62:01:05:08. Validity of member ballot. To be valid, a member ballot must be in the

possession of the office of the admthistratorno-tater-than executive director by 5:00 p.m. on

May 25. The ballot may be returned enclosed in an envelope.
Section 74. That ARSD 62:01:05:09 be amended to read:
62:01:05:09. Validity of employer ballot. To be valid, an employer ballot must be signed

by the presiding officer of the governing board or commission of the employer and in the

possession of the office of the admtnistrator notaterthan executive director by 5:00 p.m. on
May 25. The ballot may be returned enclosed in an envelope.
Section 75. That ARSD 62:01:05:10 be amended to read:

62:01:05:10. Issuance of new ballot. The admintstrator executive director may issue a

second ballot to a voter only with approval of the internal auditing manager, who has sole
control over all replacement ballots. The internal auditing manager may approve the issuance
of areplacement ballot only upon receipt of an affidavit from the member or employer eligible
to vote that certifies that an original ballot was not received or the original ballot was lost or

misplaced and not previously returned to the system.
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Section 76. That ARSD 62:01:05:13 be amended to read:
62:01:05:13. Resultsof election. Theboard shall confirmitscount or the canvassers report
and shall certify the results of the election at the first board meeting after ballot counting

pursuant to 8§ 62:01:05:12 is completed. However, the admintstrator executive director shall

notify all the candidates and the members of the board of the tentative election results within
three business days after the ballot counting is completed. If no election is required, the board
shall declare the nominee elected.

Section 77. That ARSD 62:01:05:14 be amended to read:

62:01:05:14. Contest of election. An electionisconsidered valid unless anotice of contest

is filed with the adrmintstrator executive director within 15 days after the election results are

announced. If saeh anotice of contest isfiled, the board shall hold ahearing pursuant to SDCL
chapter 1-26 to determine the validity of the election.
Section 78. That ARSD 62:01:05:15 be amended to read:

62:01:05:15. Storage of ballots. The admintstrator executive director shall keep all ballots

cast in a safe place in the office of the admintstrater executive director before the ballots are

counted. The admintstrator executive director shall hold the counted ballots in the office of the

admtntstrator executive director for at least 45 days after the election results are announced or

until acontest isfinally decided.
Section 79. That ARSD 62:01:06:05 be amended to read:

62:01:06:05. Finality of decisionif theagdmtristrator executivedirector doesnot act—Time

limit. If the admintstrator executive director does not accept, reject, or modify the hearing

examiner's proposed findings of fact, conclusions of law, and decision within 30 days after
receiving them, the proposal sbecomethefinal agency decisionunlessaparty to the proceedings

files a petition requesting formal administrative agency review of the proposals.
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Section 80. That ARSD 62:01:06:06 be amended to read:
62:01:06:06. Writtenrational efor regjection or modification of adecision or findings—Time

limit. If the admintstrator executivedirector rejectsor modifiesthe hearing examiner's proposed

findings of fact, conclusions of law, or decision, the admintstrator executive director shall state

therationa efor therejection or modificationinwriting within 30 daysand shall datethewritten
document and provide it to the interested parties.

Section 81. That ARSD 62:01:06:07 be amended to read:

62:01:06:07. Declaratory rulings — Time limit — Hearing examiners. A petition for a
declaratory ruling pursuant to SDCL 1-26-15 shall be heard in accordance with the procedures
in SDCL chapter 1-26. The petition shall befiled within 30 days of the event giving rise to the

petition. The admintstrator executive director may utilize the services of ahearing examiner to

hear the arguments of interested parties and to issue arecommended ruling to the adimintstrator

executive director.

Section 82. That ARSD 62:01:07:01 be amended to read:

62:01:07:01. Secretary to board — Filing. The agdministrator executive director shall act as

secretary to the board. Any document required to be filed with the board shall befiled with the

afministrator executive director.

Section 83. That ARSD 62:01:07:03 be amended to read:
62:01:07:03. Waiver of privilege. A filing of a notice of appeal of an administrator's

executive director's decision by amember for a hearing to be conducted by a hearing examiner

shall be, for the purpose of the hearing and any subsequent appeal, awaiver by the member of
any privilege against disclosure of information contained in the files of the system relevant to
the subject matter of the hearing.

Section 84. That ARSD 62:01:07:05 be amended to read:
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62:01:07:05. Procedure for filling a vacancy on the board. The admitnistrator executive
director shall be notified of a vacancy on the board by the vacating board member, by the
member's participating unit's governing body, by the member'semployer, or by any other board

member. Upon the admintstrator's executive director'srecei pt of notice, the proceduretofill the

vacancy shall be asfollows:

(1) The admintstrator executive director shall notify all members of the board of the

vacancy;

(2) If circumstances permit, the admtntstrator executive director shall ask theincumbent to

recommend a replacement to serve in the incumbent's stead;
(3) If thevacancy isfor atrustee to serve on behalf of an employer represented group, the

admintstrator executive director shall notify the governing body of each participating unit

affected by the vacancy of the vacancy and request the governing body's input in seeking a

qualified candidate. The admintstrator executive director shall solicit résumés of qualified

ndividtats personsfrom governing bodi esand i nterested individdats persons. Therésumésshall

be submitted to the administrator executive director. If a state-wide association exists that is

made up of members of the employer represented group, the administrator executive director
shall notify the association of the vacancy and request the association's input in seeking a
qualified candidate. If the vacancy isfor atrusteeto serve on behalf of an empl oyee represented

group, the admintstrator executive director shall notify al authorized agents for the group

affected by the vacancy of the vacancy and request that all employees affected by the vacancy
be advised of the vacancy. Any interested member of the represented group may submit hisor

her résuméto the admintstrater executivedirector. If astate-wide association existsthat ismade

up of members of the employee represented group, the admintstrator executive director shall

notify the association of the vacancy and request the association's input in seeking a qualified
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candidate;

(4) Theadmintstrator executivedirector shall provideto each board member acopy of each

résume received;

(5) At its next regularly-scheduled meeting, the board, by secret ballot, shall select a
replacement trustee from among those taelivititats persons who submitted résumés; and

(6) Thereplacement trustee shall fill the vacancy on the board immediately and shall serve
until theregular term of the vacancy has been compl eted and the positionisfilled for anew term
through a normal election pursuant to SDCL 3-12-49 and chapter 62:01:05.

The provisions of this section notwithstanding, no vacant position may befilled unlessthe
vacancy occurs at least eight months prior to when anormal election for aregular term will be
completed to fill that trustee position pursuant to SDCL 3-12-49 and chapter 62:01:05.

Section 85. That ARSD 62:01:07:07 be amended to read:

62:01:07:07. Prospective nature of qualified domestic relations orders. The provisions of
aqualified domestic relations order shall be prospectivefromthedate of theorder. Any division
of benefits paid prior to the date of the order, service of the order upon the system, or
qgualification of the order by the system, whichever is later, shall be the responsibility of the

parties to the order. However, the admittstrator executive director may agree to adjust future

payments to remedy an error in prior payments if the error in prior payments involved the
system.

Section 86. That ARSD 62:01:07:12 be amended to read:

62:01:07:12. Member repayment of overpayments — Options — Interest — Delayed
repayment — Failure by member to sel ect an option — System notice and member understanding.
A member whoemtist required to repay an overpayment of benefits pursuant to SDCL 3-12-114

may choose to make the repayment by an actuarial equivalent reduction in monthly benefits
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continue for the member'slifetime. If the member has aspouse, the reduction shall reduce both
the member's monthly benefits and the surviving spouse's monthly benefits and shall continue
for both the member's and the surviving spouse's lifetimes.

In the alternative, a member who—mtst required to repay an overpayment of benefits
pursuant to SDCL 3-12-114 may choose to make immediate repayment in a lump-sum from
other funds or may choose to make repayment by monthly benefit reductions over a period not
to exceed three years. Repayment shall include interest at the assumed rate of return-astefined

HrSBCt—subdivison-3-12-4#9A), unless the overpayment is due to a system error, in which

case the administrator executive director may absolve any interest accrual.

If amember'srepayment isdelayed for more than three months, interest on the overpayment
amount shall accrue during the period of delay at the system's assumed rate of return, unlessthe

overpayment is due to a system error, in which case the adrmintstrator executive director may

absolve any interest accrual.
If a member who-must required to repay an overpayment does not choose a repayment
option within two months after being given notice of the overpayment, the member is deemed

to have chosen to make repayment by an actuarial equivalent reduction in monthly benefits as

outlined in this section. If repayment is pursuant to an actuarial eguivalent reduction by either

the member's choice or the member's failure to choose a repayment option, system staff shall

inform the member that the reduction is unlikely to result in repayment of the exact amount of

the overpayment, plusinterest if appropriate, and the member is presumed to so understand.
Section 87. That ARSD 62:01:07:13 be amended to read:

62:01:07:13. Administration of additional survivor protection contributionsand coverage.
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A member enrolled in the additional survivor protection program pursuant to SDCL 3-12-104
prier-to before July 1, 2010, may maintain that coverage so long as there is no break in the
member's contributions or employment. Any of thefollowing constitutes abreak in amember's
contributions or employment:

(1) Voluntary or involuntary discontinuance of contributions;

(2) Required discontinuance pursuant to SDCL 3-12-104;

(3) Termination of covered employment-astefirecin-subdiviston3-12-4#+0}, evenif the
member returns to covered employment with the same employer or adifferent employer;

(4) Leave of absence, except for military leave of absence; or

(5) A break in service due to a series of two or more contracts for specified months of
service.

A military leave of absenceisnot abreak in contributions or employment. A transfer within
an employer unit or from one employer to another without a termination is not a break in
contributions or employment.

Section 88. That subdivision (3) of ARSD 62:03:01:01 be amended to read:

(3) “Admintstrator;—the-admintstrator "Executive director,” the executive director of the
South Dakota Retirement System as provided in SDCL 3-12-55;

Section 89. That ARSD 62:03:02:03 be amended to read:

62:03:02:03. Enrollment of participants. An eligible employee may become a participant
by signing a participation agreement. Participation becomes effective on the first day of the
month following the date on which the participation agreement is signed. If a new employee
signs and files a participation agreement on the employee's date of hire, that agreement may
become effective immediately. The plan may not accept any deferrals unless a signed

participation agreement is on file in the office of the admitnrtstrator executive director or the
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third-party administrator.
Section 90. That ARSD 62:03:02:04 be amended to read:

62:03:02:04. Participation agreement. The administrator executive director shall establish

aform of participation agreement whichincludesthe name, address, social security number, and
birthdate of the participant and the participant's beneficiary; the name and address of the
participant's employer; the participant's selection of investment alternatives;, and any other
information necessary for the administration of the plan.

Section 91. That ARSD 62:03:05:06 be amended to read:

62:03:05:06. Unforeseeableemergency. If aparticipant suffersan unforeseeableemergency,
the participant may request an immediate distribution of al or part of the participant's deferrals.

If theadmintstrator executivedirector approvestherequest, the distribution shall be madeto the

extent necessary to satisfy the need, including payment of federal income tax withholding, if

necessary. If the admintstrator executive director deniesthe request, the participant may appeal

the denial pursuant to the appeal procedures outlined in SDCL 3-12-57.1 and in ARSD chapter

62:01:06 by giving notice of intention to appeal within 30 days after the date of the

admtntstrator's executive director's written notice of denial. The appeal shall be conducted in
accordance with SDCL chapter 1-26. No distribution may be made to the extent that the
unforeseeableemergency may berelieved through rembursement or compensation by insurance
or otherwise, by liquidation of the participant's assets to the extent that the liquidation does not
cause severe financial hardship, or by discontinuation of deferrals under the plan. The need to
send a participant's child to college, divorce proceedings, or the desire to purchase ahome are
not considered unforeseeable emergencies. Any amount that is distributed on account of an
unforeseeableemergency isnot aneligiblerollover distribution and the partici pant may not el ect

to have any portion of the distribution paid directly to an eligible retirement plan.
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The provisions of this section do not apply if a distribution may be made pursuant to
8§ 62:03:05:07.

Section 92. That ARSD 62:03:05:07 be amended to read:

62:03:05:07. In-servicedistributions of small anounts— Cal culation — Handling of certain
involuntary distributions. Any other provision of thischapter notwithstanding, aparticipant may

receiveanin-servicedistributionfromtheplan, or the ptan-admintstrator executivedirector may

render an involuntary distribution to the participant, under the following conditions:

(1) The participant isinactive in the plan and has made no deferrals for at least two years
prior to the distribution;

(2) The total distribution — whether elective or involuntary or both — does not exceed
$5,000; and

(3) The participant previously has not received either an elective or an involuntary
distribution under the plan.

If implementing subdivision (2) of this section, the value of a participant's nonforfeitable
account balance shall be determined without regard to that portion of the account balance that
tsattributable to rollover contributionst, and earning allocabl e thereto), within the meaning of

88 402(c), 403(a)(4), 403(b)(8), 408(d)(3)(A)(ii), and 457(e) of theeodelnternal Revenue Code.

If an involuntary distribution isin excess of $1,000 and if the participant does not elect to
have the distribution transferred to an eligible retirement plan pursuant to § 401(a)(31) of the

eode |nternal Revenue Codeor doesnot elect to receivethedistribution directly, thedistribution

shall be transferred to an individual retirement plan of a designated trustee or issuer. The ptan

admtntstrator executive director shall notify the participant in writing that the distribution may

be transferred to another individual retirement plan.



