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RETIREMENT OFFICE AMENDMENTS

2003 GENERAL SESSION
STATE OF UTAH
Sponsor: Ron Bigelow

Thisact modifiesthe Utah State Retirement and I nsurance Benefit Act, including many
technical or conforming amendments. Thisact amendsdefinitions. Thisact modifiesthe
penalties against a participating employer for delinquent contributions. Thisact allows
recalculations of retirement benefitsto beignored if the changeto the benefit islessthan
$1. Thisact modifies death benefit and beneficiary provisions, including survivor and
notice provisions. Thisact requiresa member of the retirement system to havefiveyears
of service credit and meet federal eligibility requirements prior to purchasing service
credit. Thisact requires participating employersto cover their public safety employees
with long-term disability insurance. Thisact amendstheretirement allowance provisions
for members of the Governors and Legislators Retirement System. Thisact modifies
provisions of the Public Employees Long-Term Disability Act. Thisact makestechnical
corrections.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

49-11-102, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-202, as last amended by Chapter 176 and renumbered and amended by Chapter
250, Laws of Utah 2002

49-11-501, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-503, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-504, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-601, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-602, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-11-603, as enacted by Chapter 250, Laws of Utah 2002
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49-11-604, as enacted by Chapter 250, Laws of Utah 2002

49-11-607, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-11-609, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-11-612, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-12-102, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-12-405, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-13-102, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-13-202, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-13-405, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-13-408, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-14-102, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-14-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-14-502, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-14-503, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-15-102, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-15-502, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-15-503, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-15-504, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-102, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-402, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-501, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-503, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-504, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-16-602, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-17-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-18-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-18-501, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-19-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-20-301, as renumbered and amended by Chapter 250, Laws of Utah 2002
49-20-401, as renumbered and amended by Chapter 250, Laws of Utah 2002
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49-20-406, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-102, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-401, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-402, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-403, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-404, as renumbered and amended by Chapter 250, Laws of Utah 2002

49-21-406, as renumbered and amended by Chapter 250, Laws of Utah 2002
ENACTS:

49-14-506, Utah Code Annotated 1953

49-14-601, Utah Code Annotated 1953

49-15-506, Utah Code Annotated 1953

49-15-601, Utah Code Annotated 1953

49-16-507, Utah Code Annotated 1953
Be it enacted by the Legidature of the state of Utah:

Section 1. Section 49-11-102 is amended to read:

49-11-102. Definitions.

Asused in thistitle:

(2) (@ "Active member" means a member who is employed or who has been employed
by a participating employer within the previous 120 days.

(b) "Active member" does not include retirees.

(2) "Actuarial equivalent” means a benefit of equal value when computed upon the
basis of mortality tables as recommended by the actuary and adopted by the executive director,
including regular interest.

(3) "Actuaria interest rat€" means the interest rate as recommended by the actuary and
adopted by the board upon which the funding of system costs and benefits are computed.

(4) "Agency" means.

() adepartment, division, agency, office, authority, commission, board, institution, or
hospital of the state;

(b) acounty, municipality, school district, or special district;

(c) astate college or university; or

(d) any other participating employer.
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(5) "Allowance" means the pension plus the annuity, including any cost of living or
other authorized adjustments to the pension and annuity.

(6) "Alternate payee" means a member's former spouse or family member eligible to
receive payments under a Domestic Relations Order in compliance with Section 49-11-612.

(7) "Annuity" means monthly payments derived from member contributions.

(8) "Appointive officer" means an employee appointed to a position for a definite and
fixed term of office by official and duly recorded action of a participating employer whose
appointed position is designated in the participating employer's charter, creation document, or

similar document, and who earns during the first full month of the term of office $500 or more,
indexed as of January 1, [£989] 1990, as provided in Section 49-12-407.
(9) "Beneficiary" means any person entitled to receive a payment under thistitle

through arelationship with or designated by a member, participant, covered individual, or
alternate payee of a defined contribution plan.

(10) "Board" means the Utah State Retirement Board established under Section
49-11-202.

(11) "Board member" means a person serving on the Utah State Retirement Board as
established under Section 49-11-202.

(12) "Contributions" means the total amount paid by the participating employer and the
member into a system or to the Utah Governors and Legislators Retirement Plan under
Chapter 19, Utah Governor's and Legislators Retirement Act.

(13) "Council member" means a person serving on the Membership Council
established under Section 49-11-202.

(14) "Covered individual" means any individual covered under Chapter 20, Public
Employees Benefit and Insurance Program Act.

(15) "Current service" means covered service as defined in Chapters 12, 13, 14, 15, 16,
17,18, and 19.

(16) "Defined contribution" or "defined contribution plan" means any defined
contribution plan authorized under the Internal Revenue Code and administered by the board.

(17) "Educational institution" means a political subdivision or instrumentality of the
state or a combination thereof primarily engaged in educational activities or the administration
or servicing of educationa activities, including:
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(a) the State Board of Education and its instrumentalities,

(b) any institution of higher education and its branches;

(c) any school district and itsinstrumentalities;

(d) any vocationa and technical school; and

(e) any entity arising out of a consolidation agreement between entities described under
this Subsection (17).

(18) (a) "Employer" means any department, educational institution, or political
subdivision of the state eligible to participate in a government-sponsored retirement system
under federal law.

(b) "Employer” may aso include an agency financed in whole or in part by public
funds [as-aHoewedunderChapter12-or-13].

(19) "Final average monthly salary" means the amount computed by dividing the
compensation received during the final average salary period under each system by the number
of monthsin the final average salary period.

(20) "Fund” means any fund created under thistitle for the purpose of paying benefits
or costs of administering a system, plan, or program.

(21) (&) "Inactive member" means a member who has not been employed by a
participating employer for aperiod of at least 120 days.

(b) "Inactive member" does not include retirees.

(22) (&) "Member" means a person, except aretiree, with contributions on deposit with
a system, the Utah Governors and Legisators Retirement Plan under Chapter 19, or with a
terminated system.

(b) "Member" also includes |eased employees within the meaning of Section 414(n)(2)
of the Internal Revenue Code, if the employees have contributions on deposit with the office.

If leased employees constitute less than 20% of the participating employer's work force that is
not highly compensated within the meaning of Section 414(n)(5)(c)(ii), Internal Revenue Code,
"member" does not include leased employees covered by a plan described in Section 414(n)(5)
of the federa Internal Revenue Code.

(23) "Member contributions’ means the sum of the contributions paid to a system or
the Utah Governors and Legislators Retirement Plan, including refund interest if allowed by a
system, and which are made by:



152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182

H.B. 246 02-06-03 12:30 PM

(@) the member; and

(b) the participating employer on the member's behalf under Section 414(h) of the
Internal Revenue Code.

(24) "Nonelective contribution” means an amount contributed by a participating
employer into a participant's defined contribution account.

(25) "Office" means the Utah State Retirement Office.

(26) "Participant” means an individua with voluntary deferrals or nonelective
contributions on deposit with the defined contribution plans administered under thistitle.

(27) "Participating employer" means a participating employer, as defined by Chapters
12, 13, 14, 15, 16, 17, and 18, or an agency financed in whole or in part by public funds which
is participating in a system or plan as of January 1, 2002.

(28) "Pension” means monthly payments derived from participating employer
contributions.

(29) "Plan" meansthe Utah Governors and Legidlators Retirement Plan created by
Chapter 19 or the defined contribution plans created under Section 49-11-801.

(30) (&) "Poalitical subdivision" means any local government entity, including cities,
towns, counties, and school districts, but only if the subdivision isajuristic entity that is legally
separate and distinct from the state and only if its employees are not by virtue of their
relationship to the entity employees or the state.

(b) "Political subdivision™ includes special districts or authorities created by the
Legislature or by local governments, including the office.

(c) "Poalitical subdivision” does not include a project entity created under Title 11,
Chapter 13, Interlocal Cooperation Act.

(31) "Program" means the Public Employees Insurance Program created under Chapter
20, Public Employees Benefit and Insurance Program Act, or the Public Employees
Long-Term Disability program created under Chapter 21, Public Employees Long-Term
Disability Act.

(32) "Public funds' means those funds derived, either directly or indirectly, from public
taxes or public revenue, dues or contributions paid or donated by the membership of the
organization, used to finance an activity whose objective isto improve, on a nonprofit basis,
the governmental, educational, and social programs and systems of the state or its political
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subdivisions.

(33) "Refund interest” means the amount accrued on member contributions at arate
adopted by the board.

(34) "Retiree" means an individual who has qualified for an allowance under thistitle.

(35) "Retirement" means the status of an individual who has become eligible, applies
for, and is entitled to receive an allowance under thistitle.

(36) "Retirement date" means the date selected by the member on which the member's
retirement becomes effective with the office.

(37) "Service credit" means:

(a) the period during which an employee is employed and compensated by a
participating employer and meets the eligibility requirements for membership in a system or the
Utah Governors and Legislators' Retirement Plan, provided that any required contributions are
paid to the office; and

(b) periods of time otherwise purchasable under thistitle.

(38) "System" meanstheindividua retirement systems created by Chapters 12, 13, 14,
15, 16, 17, and 18.

(39) "Voluntary deferrals’ means an amount contributed by a participant into that
participant's defined contribution account.

Section 2. Section 49-11-202 is amended to read:

49-11-202. Establishment of Utah State Retirement Board -- Quorum -- Terms --
Officers-- Expensesand per diem -- Membership Council established.

(1) Thereisestablished the Utah State Retirement Board composed of seven board
members determined as follows:

(a) Four board members, with experience in investments or banking, shall be appointed
by the governor from the general public.

(b) One board member shall be a school employee appointed by the governor from at
least three nominations submitted by the governing board of the school employees' association
that is representative of a majority of the school employees who are members of a system
administered by the board.

(c) One board member shall be a public employee appointed by the governor from at
least three nominations submitted by the governing board of the public employee association
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214  that isrepresentative of amajority of the public employees who are members of a system
215  administered by the board.

216 (d) One board member shall be the state treasurer.

217 (2) Four board members constitute a quorum for the transaction of business.

218 (3) (& All appointments to the board shall be made on a nonpartisan basis, with the
219  consent of the Senate.

220 (b) Board members shall serve until their successors are appointed and take the

221  congtitutiona oath of office.

222 (c) When avacancy occurs on the board for any reason, the replacement shall be

223  appointed for the unexpired term.

224 (4) (a) Except as required by Subsection (4)(b), all appointed board members shall
225  servefor four-year terms.
226 (b) Notwithstanding the requirements of Subsection (4)(a), the governor shall, at the

227  time of appointment or reappointment, adjust the length of terms to ensure that the terms of
228  board members are staggered so that approximately half of the board is appointed every two
229 years.

230 (c) A board member who is appointed as a school employee or as a public employee
231  whoretires or who is no longer employed with a participating employer shall immediately
232 resign from the board.

233 (5) (@) Each year the board shall elect a president and vice president from its
234  membership.
235 (b) Each board member shall receive a per diem plus expenses for attending regularly

236  constituted meetings and conferences as provided by board action.

237 (6) (a) Thereis established a Membership Council to perform the duties under

238  Subsection (10).

239 (b) The board may pay the travel expenses of council members who attend council
240  meetings.

241 (7) The Membership Council shall be composed of 13 council members selected as
242  follows:

243 (&) Three council members shall be school employees selected by the governing board

244 of an association representative of a maority of school employees who are members of a
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245  system administered by the board.

246 (b) One council member shall be a classified school employee selected by the

247  governing board of the association representative of a mgority of classified school employees
248  who are members of a system administered by the board.

249 (c) Two council members shall be public employees selected by the governing board of
250 the association representative of a majority of the public employees who are members of a

251  system administered by the board.

252 (d) One council member shall be amunicipal officer or employee selected by the

253  governing board of the association representative of amajority of the municipalities who

254  participate in a system administered by the board.

255 (e) One council member shall be a county officer or employee selected by the

256  governing board of the association representative of amajority of counties who participatein a
257  system administered by the board.

258 (f) One council member shall be a representative of members of the Judges
259  Noncontributory Retirement System selected by the Judicial Council.
260 (g) One council member shall be a representative of members of the Public Safety

261 Retirement Systems selected by the governing board of the association representative of the
262  majority of peace officers who are members of the Public Safety Retirement Systems.

263 (h) One council member shall be arepresentative of members of the Firefighters

264  Retirement System selected by the governing board of the association representative of the
265 majority of paid professional firefighters who are members of the Firefighters' Retirement
266  System.

267 (i) One council member shall be aretiree selected by the [Utah-Assoetation-of Retired
268  PubticEmployees] governing board of the association representing the largest number of

269  retirees, who are not public education retirees, from the Public Employees Contributory and

270  Public Employees Noncontributory Retirement Systems.

271 (1) One council member shall be aretiree selected by the [Utah-Retired-Schoot

272  Empleyees-Assoetatton] governing board of the association representing the largest number of
273  public education retirees.

274 (8) (a) Each entity granted authority to select council members under Subsection (7)
275 may aso revoke the selection at any time.
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(b) Each term on the council shall be for a period of four years, subject to Subsection
(8)(a).

(c) Eachterm begins on July 1 and expires on June 30.

(d) When avacancy occurs on the council for any reason, the replacement shall be
selected for the remainder of the unexpired term.

(9) The council shall annually designate one council member as chair.

(10) The council shall:

(&) recommend to the board and to the Legislature benefits and policies for members of
any system or plan administered by the board,;

(b) recommend procedures and practices to improve the administration of the systems
and plans and the public employee relations responsibilities of the board and office;

(c) examinethe record of all decisions affecting retirement benefits made by a hearing
officer under Section 49-11-613;

(d) submit nominations to the board for the position of executive director if that
position is vacant;

(e) advise and counsel with the board and the director on policies affecting members of
the various systems administered by the office; and

(f) perform other duties assigned to it by the board.

Section 3. Section 49-11-501 is amended to read:

49-11-501. Refundsof member contributions -- Transfers of contributionsto
defined contribution plan.

(1) If amember shall for any cause, except retirement, permanent or temporary
disability, or death, terminate employment with a participating employer the member may leave
the member contributions in the fund or may receive arefund of the member contributions as
provided under this section.

(2) A member who appliesfor arefund of member contributions shall apply in writing
on forms provided by the office.

(3) A refund of member contributions may not be made to a member within 60 days
from the last date of the pay period for which contributions are made by or on behalf of the
member.

(4) If the member is reemployed by a participating employer within the time period
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under Subsection (3), the member is not eligible for arefund.
(5) A member who receives arefund of member contributions forfeits the service
credit based on those contributions.

(6) A member who is exempted from or becomes ineligible for service creditin a

system but who remains employed by a participating employer may request a [prar-to-ptan]
direct transfer of member contributions to a qualified [deftred-contribution-ptan-administered
by-the-board] plan.

(7) A member who remains employed with an employer which has withdrawn from a
system may request a plan-to-plan transfer of member contributions to a qualified defined
contribution plan administered by the board or a qualified plan offered by the member's
employer.

(8) Refund interest shall be paid on refunds of member contributions under this
section.

Section 4. Section 49-11-503 is amended to read:

49-11-503. Rate of interest on redeposits, adjustments, and delinquent payments.

The rate of interest charged on redeposits of refunds, [ptrehases] adjustments, or
delinquent payments is the greater of:

(1) theinterest rate as determined under a formula approved by the board; or

(2) the actuaria interest rate as of the preceding June 30.

Section 5. Section 49-11-504 is amended to read:

49-11-504. Reemployment of aretiree-- Restrictions.

(1) A person who retires from a nonparticipating employer is not subject to any
postretirement restrictions under thistitle.

(2) A retiree of an agency who returns to work at a different agency is not subject to
any postretirement restrictions under this section and may not earn additional service credit.

(3) For the purposes of Subsections (4) and (5), "full-time" employment means
employment requiring [eempensation-for] 20 hours of work per week or more or at least a
half-time teaching contract.

(4) A retiree of an agency who is reemployed on a full-time basis by the same agency
within six months of the date of retirement is subject to the following:
(a) the agency shall immediately notify the office;
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(b) the office shall cancel the retiree’ s allowance and reinstate the retiree to active
member status;

(c) the allowance [eatedtations] cancellation and reinstatement to active member status
is effective on the first day of the month following the date of reemployment;

(d) thereinstated retiree may not retire again with arecalcul ated benefit for a two-year
period from the date of cancellation of the original allowance, and if the retiree retires again
within the two-year period, the original allowance shall be resumed; and

(e) areinstated retiree retiring after the two-year period shall be credited with the
service credit in the retiree’ s account at the time of the first retirement and from that time shall

be treated as a member of a system, including the accrual of additional service credit, but
subject to recal culation of the allowance under Subsection (9).

(5) A retiree of an agency who is reemployed by the same agency within six months of
retirement on aless than full-time basis by the same agency is subject to the following:

(a) the retiree may earn, without penalty, compensation from that position which is not
in excess of the exempt earnings permitted by Social Security;

(b) if aretiree receives compensation in a calendar year in excess of the Social Security
limitation, 25% of the allowance shall be suspended for the remainder of the six-month period;

(c) the effective date of a suspension and reinstatement of an allowance shall be set by
the office; and

(d) any suspension of aretiree’ s allowance under this Subsection (5) shall be applied
on a calendar year basis.

(6) For six months immediately following retirement, the retiree and participating
employer shall:

(&) maintain an accurate record of gross earningsin employment;

(b) report the gross earnings at least monthly to the office;

(c) immediately notify the office in writing of any postretirement earnings under
Subsection (4); and

(d) immediately notify the office in writing whether postretirement earnings equal or
exceed the exempt earnings under Subsection (5).

(7) A retiree of an agency who is reemployed by the same agency after six months from
the retirement date is not subject to any postretirement penalties under this title and may not
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369  earn additional service credit.

370 (8) If aparticipating employer hires aretiree that may not earn additional service credit
371  under this section, the participating employer shall contribute the same percentage of aretiree’s
372 salary that the participating employer would have been required to contribute if the retiree were
373  an active member, up to the amount allowed by federal law, to aretiree designated:

374 (a) defined contribution plan administered by the board, if the participating employer
375  participates in the defined contribution plan administered by the board; or

376 (b) defined contribution plan offered by the participating employer if the participating
377  employer does not participate in adefined contribution plan administered by the board.

378 (9) Notwithstanding any other provision of this section, aretiree who has returned to
379  work, accrued additional service credit, and again retires shall have the retiree's allowance

380 recalculated using:

381 (a) theformulain effect at the date of the retiree’ soriginal retirement for all service
382  credit accrued prior to that date; and

383 (b) theformulain effect at the date of the subsequent retirement for all service credit
384  accrued between the first and subsequent retirement dates.

385 (10) This section does not apply to elected positions.

386 (11) The board may make rulesto implement this section.

387 Section 6. Section 49-11-601 is amended to read:

388 49-11-601. Payment of employer contributions -- Penaltiesfor failureto comply --
389 Adjustmentsto be made.

390 (1) The employer contributions, fees, premium taxes, contribution adjustments, and

391 other required payments shall be paid to the office by the participating employer as determined
392 by the executive director.

393 (2) A participating employer that fails to withhold the amount of any member

394  contributions, as soon as administratively possible, shall aso pay the member contributionsto
395 theoffice out of its own funds.

396 (3) If aparticipating employer does not make the contributions required by thistitle
397  within 60 days of the end of the pay period, the participating employer is liable to the office as
398 provided in Section 49-11-604 for:

399 (a) delinguent contributions;
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(b) [refund] interest on the delinquent contributions as cal culated under Section
49-11-503; and
(c) al12% per annum penalty on delinquent contributions.

(4) The executive director may waive al or any part of the interest, penalties, expenses,
and fees if the executive director finds there were extenuating circumstances surrounding the
participating employer's failure to comply with this section.

(5) Contributions made in error will be refunded to the participating employer or
member that made the contributions.

Section 7. Section 49-11-602 is amended to read:

49-11-602. Participating employer to maintain records-- Time limit -- Penalties
for failureto comply.

(1) A participating employer shall maintain records necessary to calculate benefits
under thistitle and other records necessary for proper administration of thistitle as required by
the office.

(2) A participating employer shall maintain the records required under Subsection (1)
until [threeyearsafter] the latest of:

(a) three years after the date of retirement of the employee from a system or plan; [6f]

(b) three years after the date of death of the employee]-]; or

(c) 65 years from the date the empl oyee terminates employment with the participating

employer.
(3) A participating employer shall be liable to the office for:

(@) any liabilities and expenses, including administrative expenses and the cost of
increased benefits to members, resulting from the participating employer's failure to maintain
records under this section; and

(b) [£2%0peranntm] a penalty [efthesetrabitittes-and-expenses| equal to 1% of the

participating employer's last month's contributions.

(4) The executive director may waive al or any part of the interest, penalties, expenses,
and fees if the executive director finds there were extenuating circumstances surrounding the
participating employer's failure to comply with this section.

(5) The executive director may estimate the length of service, compensation, or age of
any member, if that information is not contained in the records.
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Section 8. Section 49-11-603 is amended to read:

49-11-603. Participating employer to report and certify -- Timelimit -- Penalties
for failureto comply.

(1) Assoon as administratively possible, but in no event later than 60 days after the
end of each pay period, a participating employer shall report and certify to the office:

() thedigibility for service credit accrual of:

(i) al current members;

(if) each new member as they begin employment; and

(iii) any changesto eligibility for service credit accrual of each member.

(b) the compensation of each current member eligible for service credit; and

(c) other factorsrelating to the proper administration of thistitle as required by the
executive director.

(2) Each participating employer shall submit the reports required under Subsection (1)
in a[ferm] format approved by the office.

(3) A participating employer shall be liable to the office for:

(@) any liabilities and expenses, including administrative expenses and the cost of
increased benefits to members, resulting from the participating employer's failure to correctly
report and certify records under this section;

(b) [£2%0peranntm] a penalty [efthesetrabiittes-and-expenses| equal to 1% of the

participating employer's last month's contributions; and

(c) attorneys fees.

(4) The executive director may waive al or any part of the interest, penalties, expenses,
and fees if the executive director finds there were extenuating circumstances surrounding the
participating employer's failure to comply with this section.

(5) The executive director may estimate the length of service, compensation, or age of
any member, if that information is not contained in the records.

Section 9. Section 49-11-604 is amended to read:

49-11-604. Office auditsof participating employers-- Penaltiesfor failureto
comply.

(1) (& The office may perform on-site compliance audits of participating employers to
determine compliance with reporting, contribution, and certification requirements under this
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title.

(b) The office may request records to be provided by the participating employer at the
time of the audit.

(c) Audits shall be conducted at the sole discretion of the office after reasonable notice
to the participating employer of at least five working days.

(d) The participating employer shall extract and provide records as requested by the
office in an appropriate, organized, and usable format.

(e) Failure of aparticipating employer to alow access, provide records, or comply in
any way with an office audit shall result in the participating employer being liable to the office
for:

(i) any liabilities and expenses, including administrative expenses and travel expenses,
resulting from the participating employer's failure to comply with the audit; and

(if) apenalty equal to 1% [penatty] of the participating employer's last month's

contributions.

(2) If the audit reveals a participating employer's failure to make contributions as
required under Section 49-11-601, afailure to maintain records as required under Section
49-11-602, or afailure to correctly report or certify eligibility as required under Section
49-11-603, the participating employer shall reimburse the office for the cost of the audit.

(3) If the audit reveals that an incorrect benefit has been paid by the officeto a
member, participant, alternate payee, or beneficiary due to a participating employer's failure to
comply with the requirements of Section 49-11-601, 49-11-602, or 49-11-603, in addition to
the liabilities contained in Subsection (2), the participating employer shall be liable to the
office for the following:

(a) the actuarial cost of correcting the incorrect benefit; and

(b) administrative expenses.

(4) The executive director may waive al or any part of the interest, penalties, expenses,
and fees if the executive director finds there were extenuating circumstances surrounding the
participating employer's failure to comply with this section.

Section 10. Section 49-11-607 is amended to read:

49-11-607. Determination of benefits-- Errorsin recordsor calculations --

Correction of errorsby the office.
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(1) After theretirement date, which shall be set by a member in the member's
application for retirement, no alteration, addition, or cancellation of a benefit may be made
except as provided in Subsections (2), (3), and (4) or other law.

(2) (@) Errorsintherecordsor in the calculations of the office which result in an
incorrect benefit to any member, retiree, participant, covered individual, aternate payee, or
beneficiary shall be corrected by the office if the correction results in a modification of the

benefit amount of $1 or more.

(b) Future payments shall be made to any member, retiree, participant, covered
individual, alternate payee, or beneficiary to:

(i) pay the benefit to which the member or beneficiary was entitled; or

(if) recover any overpayment.

(3) (@) Errorsintherecords or calculation of a participating employer which result in
an incorrect benefit to a member, retiree, participant, covered individual, alternate payee, or
beneficiary shall be corrected by the participating employer.

(b) If insufficient employer contributions have been received by the office, the
participating employer shall pay any delinquent employer contributions, plus interest under
Section 49-11-503, required by the office to maintain the system, plan, or program affected on
an actuarially sound basis.

(c) If excess contributions have been received by the office, the contributions shall be
refunded to the participating employer or member which paid the contributions.

(4) If adispute exists between a participating employer and a member at the time of the
member's retirement which will affect the member's benefit cal culation, and notice of the
dispute is given to the office prior to the calculation of a member's benefit, the benefit may be
paid based on the member's retirement date and the records available and then recal culated
upon settlement of the dispute.

Section 11. Section 49-11-609 is amended to read:

49-11-609. Beneficiary designations -- Revocation of beneficiary designation --
Procedure -- Beneficiary not designated -- Payment to survivorsin order established
under the Uniform Probate Code -- Restrictions on payment -- Payment of deceased's
expenses.

(1) Asusedinthissection, "member" includes a member, retiree, participant, covered
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individual, a spouse of aretiree participating in the insurance benefits created by Sections
49-12-404 and 49-13-404, or an alternate payee under a domestic relations order dividing a
defined contribution account.

(2) The most recent beneficiary designations contained in office records, including
electronic records, at the time of the member's death are binding in the payment of any benefits
due under thistitle.

(3) (&) Except where an optional continuing benefit is chosen, or the law makes a
specific benefit designation to a dependent spouse, amember may revoke a beneficiary
designation at any time and may execute and file a different beneficiary designation with the
office.

(b) A change of beneficiary designation shall be completed on forms provided by the
office.

(4) (&) All benefits payable by the office may be paid or applied to the benefit of the
surviving next of kin of the deceased in the order of precedence established under Title 75,
Chapter 2, Intestate Succession and Wills, if:

(i) no beneficiary is designated or if all designated beneficiaries have predeceased the
member;

(ii) thelocation of the beneficiary cannot be ascertained by the office within 12 months
of the date beneficiaries are provided with the forms; or
(iii) the beneficiary has not completed the forms necessary to pay the benefits within

six months of the date [benefietaries-areprovidedtheforms| that beneficiary forms are sent to
the beneficiary's last-known address.

(b) () A payment may not be made to a person included in any of the groups referred
to in Subsection [3}] (4)(a) if at the date of payment thereisaliving person in any of the
groups preceding it.

(if) Payment to a person in any group based upon receipt from the person of an
affidavit in aform satisfactory to the office that:

(A) thereareno living individualsin the group preceding it;

(B) the probate of the estate of the deceased has not been commenced; and

(C) more than three months have elapsed since the date of death of the decedent.

(5) Benefits paid under this section shall be:
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(@) afull satisfaction and discharge of all claims for benefits under thistitle; and

(b) payable by reason of the death of the decedent.

Section 12. Section 49-11-612 is amended to read:

49-11-612. Nonassignability of benefits or payments -- Exemption from legal
process.

(1) Except as provided in Subsections (2), (3), and (4), the right of any member, retiree,
participant, or beneficiary to any benefit, payment, or any other right accrued or accruing under
thistitle and the assets of the funds created by thistitle are not subject to alienation or
assignment by the member, retiree, participant, or their beneficiaries and are not subject to
attachment, execution, garnishment, or any other legal or equitable process.

(2) The office may, upon the request of the retiree, deduct from the retiree's allowance
insurance premiums or other dues payable on behalf of the retiree, but only to those entities
that have received the deductions prior to February 1, 2002.

(3) (a) The office shall provide for the division of an alowance, defined contribution
account, continuing monthly death benefit, or refund of member contributions upon
termination to former spouses and family members under an order of a court of competent
jurisdiction with respect to domestic relations matters on file with the office.

(b) The court order shall specify the manner in which the allowance, defined
contribution account, continuing monthly death benefit, or refund of member contributions
shall be partitioned, whether as afixed amount or as a percentage of the benefit.

(c) Allowances, continuing monthly death benefits, and refunds of member
contributions split under a domestic relations order are subject to the following:

(i) the amount to be paid or the period for which payments shall be made under the

original domestic relations order may not be altered,;

(if) paymentsto an alternate payee shall begin at the time the member or beneficiary
begins receiving payments; and

(iii) the aternate payee shall receive payments in the same form as payments received
by the member or beneficiary.

(4) In accordance with federal law, the board may deduct the required amount from any
benefit, payment, or other right accrued or accruing to any member of a system, plan, or
program under this title to offset any amount that member owes to a system, plan, or program
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administered by the board.

(5) The board shall make rules to implement this section.

Section 13. Section 49-12-102 is amended to read:

49-12-102. Definitions.

Asused in this chapter:

(1) (&) Except as provided in Subsection (1)(c),"compensation” means the total amount
of payments made by a participating employer to a member of this system for services rendered
to the participating employer, including:

(i) bonuses;

(if) cost-of-living adjustments;

(iii) other payments currently includable in gross income and that are subject to Social
Security deductions, including any payments in excess of the maximum amount subject to
deduction under Socia Security law;

(iv) amounts that the member authorizes to be deducted or reduced for salary deferral
or other benefits authorized by federal law; and

(v) member contributions.

(b) "Compensation” for purposes of this chapter may not exceed the amount allowed
under Internal Revenue Code, Section 401(a)(17).

(c) "Compensation" does not include:

(i) the monetary value of remuneration paid in kind, including a residence or use of
equipment;

(ii) the cost of any employment benefits paid for by the participating employer;

(iii) compensation paid to atemporary employee, an exempt employee, or an employee
otherwise ineligible for service credit;

(iv) any payments upon termination, including accumulated vacation, sick leave
payments, severance payments, compensatory time payments, or any other special payments; or

(v) any [eeststhetrrecHby-thememberaneetmbursed] allowances or paymentsto a

member for costs or expenses paid by the participating employer, including automobile costs,

uniform costs, travel costs, tuition costs, housing costs, insurance costs, equipment costs, and

dependent care costs.
(d) The executive director may determine if a payment not listed under this Subsection
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617 (1) falswithin the definition of compensation.

618 (2) "Final average salary”" means the amount computed by averaging the highest five
619 yearsof annual compensation preceding retirement subject to Subsections (2)(a), (b), (c), and
620  (d).

621 () Except as provided in Subsection (2)(b), the percentage increase in annual

622 compensation in any one of the years used may not exceed the previous year's compensation by
623  more than 10% plus a cost-of-living adjustment equal to the decrease in the purchasing power
624  of the dollar during the previous year, as measured by a United States Bureau of Labor

625  Statistics Consumer Price Index average as determined by the board.

626 (b) In cases where the participating employer provides acceptable documentation to the
627  office, the limitation in Subsection (2)(a) may be exceeded if:

628 (i) the member has transferred from another agency; or

629 (if) the member has been promoted to a new position.

630 (c) If the member retires more than six months from the date of termination of

631 employment, the member is considered to have been in service at the member's last rate of pay
632 from the date of the termination of employment to the effective date of retirement for purposes
633  of computing the member'sfinal average salary only.

634 (d) If the member has less than five years of service credit in this system, final average
635 saary meansthe average annual compensation paid to the member during the full period of
636  servicecredit.

637 (3) "Participating employer" means an employer which meets the participation
638  requirements of [Seetion] Sections 49-12-201 and 49-12-202.
639 (4) (& "Regular full-time employee" means an employee whose term of employment

640 for aparticipating employer contemplates continued employment during afiscal or calendar
641 year and whose employment normally requires an average of 20 hours or more per week,

642  except as modified by the board, and who receives benefits normally provided by the

643  participating employer.

644 (b) "Regular full-time employee” includes:

645 (i) ateacher whose term of employment for a participating employer contemplates

646  continued employment during a school year and who teaches half-time or more or a classified
647  school employee [whe-works] whose employment normally requires an average of 20 hours per
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week or more for a participating employer, regardless of benefits provided;

(if) an officer, elective or appointive, who earns during the first full month of the term
of office $500 or more, indexed as of January 1, [£989] 1990, as provided in Section
49-12-407,

(iii) afaculty member or employee of an institution of higher education who is
considered full-time by that institution of higher education; and

(iv) anindividual who otherwise meets the definition of this Subsection (4) who
performs services for a participating employer through an employee leasing or similar
arrangement.

(5) "System" means the Public Employees Contributory Retirement System created
under this chapter.

(6) "Yearsof service credit” means:

(@) aperiod, consisting of 12 full months as determined by the board;

(b) aperiod determined by the board, whether consecutive or not, during which a
regular full-time employee performed services for a participating employer, including any time
the regular full-time employee was absent on a paid leave of absence granted by a participating
employer or was absent in the service of the United States government on military duty as
provided by this chapter; or

(c) theregular school year consisting of not less than eight months of full-time service
for aregular full-time employee of an educational institution.

Section 14. Section 49-12-405 is amended to read:

49-12-405. Death of married member -- Serviceretirement benefitsto surviving
spouse.

(1) Upon the request of [the] a deceased member's lawful spouse at the time of the
member's death, [a] the deceased member is considered to [be-ehigibletoretite] have retired
under Option Three on the first day of the month following the month in which the member
died if the following requirements are met:

(@) the member has:

(i) 25 or more years of service credit;

(if) attained age 60 with 20 or more years of service credit;

(iii) attained age 62 with ten or more years of service credit; or
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679 (iv) attained age 65 with four or more years of service credit; and
680 (b) the member dies leaving a spouse to whom the member has been married at |east
681  six months prior to the death date.

682 (2) The spouse who requests a benefit under this section shall apply in writing to the
683  office [statingtheproposed-effecti i i , PR

684
685 the month:

686 (@) following the month in which the member died., if the application is received by the
687  office within 90 days of the member's death; or

688 (b) inwhich the application is received by the office.

689 (3) The Option Three benefit calculation, when there are 25 or more years of service
690  credit, shall be calculated without areduction in allowance under Section 49-12-402.

691 (4) Except for areturn of member contributions, benefits payable under this section are

692 retirement benefits and shall be paid in addition to any payments made under Section
693  49-12-501 and constitute a full and final settlement of the claim of the spouse or any other
694  beneficiary filing claim for benefits under Section 49-12-501.

695 Section 15. Section 49-13-102 is amended to read:

696 49-13-102. Definitions.

697 Asused in this chapter:

698 (1) (&) Except as provided in Subsection (1)(c),"compensation” means the total amount

699  of payments made by a participating employer to a member of this system for services rendered
700  tothe participating employer, including:

701 (i) bonuses;
702 (if) cost-of-living adjustments;
703 (iii) other payments currently includable in gross income and that are subject to Social

704 Security deductions, including any payments in excess of the maximum amount subject to
705  deduction under Socia Security law; and

706 (iv) amounts that the member authorizes to be deducted or reduced for salary deferral
707  or other benefits authorized by federal law.
708 (b) "Compensation” for purposes of this chapter may not exceed the amount allowed

709  under Internal Revenue Code, Section 401(a)(17).
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(c) "Compensation" does not include:

(i) the monetary value of remuneration paid in kind, including a residence or use of
equipment;

(i) the cost of any employment benefits paid for by the participating employer;

(iii) compensation paid to atemporary employee, an exempt employee, or an employee
otherwise ineligible for service credit;

(iv) any payments upon termination, including accumulated vacation, sick leave
payments, severance payments, compensatory time payments, or any other special payments; or

(v) any [eoststhcdrredby-the-member-and+etmbtrsed] allowances or paymentsto a

member for costs or expenses paid by the participating employer, including automobile costs,

uniform costs, travel costs, tuition costs, housing costs, insurance costs, equipment costs, and

dependent care costs.

(d) The executive director may determine if a payment not listed under this Subsection
(2) falls within the definition of compensation.

(2) "Fina average sadlary" means the amount computed by averaging the highest three
years of annual compensation preceding retirement subject to the following:

(@) Except as provided in Subsection (2)(b), the percentage increase in annual
compensation in any one of the years used may not exceed the previous year's compensation by
more than 10% plus a cost-of-living adjustment equal to the decrease in the purchasing power
of the dollar during the previous year, as measured by a United States Bureau of Labor
Statistics Consumer Price Index average as determined by the board.

(b) In cases where the participating employer provides acceptable documentation to the
office, the l[imitation in Subsection (2)(a) may be exceeded if:

(i) the member has transferred from another agency; or

(i1) the member has been promoted to a new position.

(c) If the member retires more than six months from the date of termination of
employment and for purposes of computing the member's final average salary only, the
member is considered to have been in service at his last rate of pay from the date of the
termination of employment to the effective date of retirement.

(3) "Participating employer" means an employer which meets the participation
requirements of [Seetien] Sections 49-13-201 and 49-13-202.
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(4) (& "Regular full-time employee" means an employee whose term of employment
for a participating employer contempl ates continued employment during afiscal or calendar
year and whose employment normally requires an average of 20 hours or more per week,
except as modified by the board, and who receives benefits normally provided by the
participating employer.

(b) "Regular full-time employee” includes:

(i) ateacher whose term of employment for a participating employer contemplates
continued employment during a school year and who teaches half-time or more or a classified
school employee [whe-woerks] whose employment normally requires an average of 20 hours per

week or more for a participating employer, regardless of benefits provided;

(if) an officer, elective or appointive, who earns during the first full month of the term
of office $500 or more, indexed as of January 1, [$989] 1990, as provided in Section
49-13-407;

(iii) afaculty member or employee of an institution of higher education who is
considered full-time by that institution of higher education; and

(iv) anindividua who otherwise meets the definition of this Subsection (4) who
performs services for a participating employer through an employee leasing or similar
arrangement.

(5) "System" means the Public Employees Noncontributory Retirement System.

(6) "Yearsof service credit” means:

(@) aperiod, consisting of 12 full months as determined by the board;

(b) aperiod determined by the board, whether consecutive or not, during which a
regular full-time employee performed services for a participating employer, including any time
the regular full-time employee was absent on a paid leave of absence granted by a participating
employer or was absent in the service of the United States government on military duty as
provided by this chapter; or

(c) theregular school year consisting of not less than eight months of full-time service
for aregular full-time employee of an educational institution.

Section 16. Section 49-13-202 is amended to read:

49-13-202. Participation of employers-- Limitations -- Exclusions-- Admission

requirements-- Nondiscrimination requirements.
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(1) (&) Unless excluded under Subsection (2), an employer is a participating employer
and may not withdraw from participation in this system.

(b) Inaddition to their participation in this system, participating employers may
provide or participate in any additional public or private retirement, supplemental or defined
contribution plan, either directly or indirectly, for their employees.

(2) An employer not initially admitted or included as a participating employer in this
system prior to January 1, 1982, may be excluded from participation in this systemif;

(a) the employer elects not to provide or participate in any type of private or public
retirement, supplemental or defined contribution plan, either directly or indirectly, for its
employees, except for Social Security[-]; or

(b) the employer offers another collectively bargained retirement benefit and has

continued to do so on an uninterrupted basis since that date.

(3) If an employer, except an employer that maintains a collectively bargained plan

under Subsection (2)(b), elects at any time to provide or participate in any type of public or

private retirement, supplemental or defined contribution plan, either directly or indirectly,
except for Social Security, the employer shall be a participating employer in this system.

(4) (8 Any employer may by resolution of its governing body apply for admission to
this system.

(b) Upon approval of the board, the employer is a participating employer in this system
and is subject to thistitle.

(5) If aparticipating employer purchases service credit on behalf of regular full-time
employees for service rendered prior to the participating employer's admission to this system,
the service credit shall be purchased in a nondiscriminatory manner on behalf of all current and
former regular full-time employees who were eligible for service credit at the time service was
rendered.

Section 17. Section 49-13-405 is amended to read:

49-13-405. Death of married members-- Serviceretirement benefitsto surviving
spouse.

(1) Asusedinthissection, "member's full allowance" means an Option Three
allowance calculated under [Sabseetion] Section 49-13-402[{2){a}] without an actuarial
reduction.
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(2) Upon the request of [the] a deceased member's lawful spouse at the time of the
member's death, [a] the deceased member is considered to [be-ehigibletoretite] have retired
under Option Three on the first day of the month following the month in which the member
died if the following requirements are met:

(@) the member has:

(i) 15 or more years of service credit;

(i) attained age 62 with ten or more years of service credit; or

(iii) attained age 65 with four or more years of service credit; and

(b) the member dies leaving a spouse to whom the member has been married at least
six months prior to the death date.

the month:

(a) following the month in which the member died, if the application is received by the

office within 90 days of the member's death; or

(b) in which the application is received by the office.

(4) The alowance payable to a surviving spouse under Subsection (2) is:

(@) if the member has 25 or more years of service credit at the time of death, the
surviving spouse shall receive the member’ s full allowance;

(b) if the member has between 20-24 years of service credit and is not age 60 or older
at the time of death, the surviving spouse shall receive two-thirds of the member’ s full
allowance;

(c) if the member has between 15-19 years of service credit and is not age 62 or older
at the time of death, the surviving spouse shall receive one-third of the member’ s full
allowance; or

(d) if the member is age 60 or older with 20 or more years of service credit, age 62 or
older with 10 or more years of service credit, or age 65 or older with four or more years of
service credit at the time of death, the surviving spouse shall receive an Option Three benefit
with actuarial reductions.

(5) Except for areturn of member contributions, benefits payable under this section are



834
835
836
837
838
839
840
841
842
843

846
847
848
849
850
851
852
853
854
855
856
857
858
859
860
861
862
863
864

H.B. 246 02-06-03 12:30 PM

retirement benefits and shall be paid in addition to any other payments made under Section
49-13-501 and shall constitute a full and final settlement of the claim of the spouse or any other
beneficiary filing a claim for benefits under Section 49-13-501.

Section 18. Section 49-13-408 is amended to read:

49-13-408. Purchase of service credit -- Conditions -- Cost -- Nondiscrimination
policy.

(1) (3 A member may purchase or amember and a participating employer may jointly
purchase a maximum of five years of service credit which cannot otherwise be purchased under
this [ehapter] title.

(b) At aminimum, the years of service credit purchased shall be sufficient to allow the
member to meet the retirement eligibility requirements of this system with no actuarial
reduction.

(¢) The member's retirement date shall be immediately after the purchase of years of
service credit.

(d) The member shall pay at least 5% of the cost of the purchase.

(e) Toqualify for a purchase of service credit under this section, the member shall:

(i) have at least five years of service credit; and

(ii) otherwise meet federal eligibility reguirements.

(2) The purchase price for the years of service credit shall be calculated and paid for as
provided in Section 49-11-403.

(3) Prior to making any purchase of years of service credit under this section, a
participating employer shall adopt a purchase policy that includes nondiscriminatory
participation standards for all regular full-time employees.

Section 19. Section 49-14-102 is amended to read:

49-14-102. Definitions.

Asused in this chapter:

(1) (&) "Compensation" means the total amount of payments that are includable in
gross income which are received by a public safety service employee as base income for the
regularly scheduled work period. The participating employer shall establish the regularly
scheduled work period. Base income shall be determined prior to the deduction of member
contributions or any amounts the public safety service employee authorizes to be deducted for
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865 salary deferral or other benefits authorized by federal law.

866 (b) "Compensation” includes performance-based bonuses and cost-of-living

867  adjustments.

868 (c) "Compensation" does not include:

869 (i) overtime;

870 (if) sick pay incentives;

871 (iii) retirement pay incentives;

872 (iv) the monetary value of remuneration paid in kind, including aresidence, use of

873  equipment or uniform, travel, or similar payments,

874 (v) alump-sum payment or special payments covering accumulated leave; and

875 (vi) all contributions made by a participating employer under this system or under any
876  other employee benefit system or plan maintained by a participating employer for the benefit of
877 amember or participant.

878 (d) "Compensation” for purposes of this chapter may not exceed the amount allowed
879  under Internal Revenue Code Section 401(a)(17).
880 (2) "Final average salary”" means the amount computed by averaging the highest three

881 yearsof annual compensation preceding retirement, subject to Subsections (2)(a) and (b).

882 () Except as provided in Subsection (2)(b), the percentage increase in annual

883  compensation in any one of the years used may not exceed the previous year's compensation by
884  morethan 10% plus a cost-of-living adjustment equal to the decrease in the purchasing power
885  of thedollar during the previous year, as measured by a United States Bureau of Labor

886  Statistics Consumer Price Index average as determined by the board.

887 (b) In cases where the participating employer provides acceptable documentation to the
888  office, the limitation in Subsection (2)(a) may be exceeded if:

889 (i) the public safety service employee has transferred from another agency; or

890 (i) the public safety service employee has been promoted to a new position.

891 (3) "Line-of-duty death™ means a death resulting from external force, violence, or

892  disease occasioned by an act of duty as a public safety service employee.

893 (4) "Participating employer" means an employer which meets the participation
894  requirements of Section 49-14-201.

895 (5) (@) "Public safety service' means [atteast2,686-hoursof regutarty-scheduted
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eompensated] employment normally requiring an average of 2,080 hours of regularly scheduled

employment per year rendered by amember who is a

(i) law enforcement officer in accordance with Section 53-13-103;

(if) correctional officer in accordance with Section 53-13-104; and

(iii) special function officer approved in accordance with Sections 49-14-201 and
53-13-105.

(b) "Public safety service" aso requires that in the course of employment the
employee'slife or personal safety isat risk.

(c) Except for the minimum hour requirement, Subsections (5)(a) and (b) do not apply
to any person who was eligible for service credit in this system prior to January 1, 1984.

(6) "Public safety service employee" means an employee of a participating employer
who performs public safety service under this chapter.

(7) "System" means the Public Safety Contributory Retirement System created under
this chapter.

(8) "Years of service credit" means the number of periods, each to consist of 12 full
months as determined by the board, whether consecutive or not, during which a public safety
service employee was employed by a participating employer, including time the public safety
service employee was absent in the service of the United States government on military duty.

Section 20. Section 49-14-401 is amended to read:

49-14-401. Eligibility for serviceretirement -- Date of retirement --
Qualifications.

(1) A member isqualified to receive an alowance from this system when:

(a) the member ceases actual work for a participating employer in this system before
the member's retirement date and provides evidence of the termination;

(b) the member has submitted to the office a notarized retirement application form that
states the member's proposed retirement date; and

(c) one of the following conditions is met as of the member's retirement date:

(i) the member has accrued at least 20 years of service credit;

(if) the member has accrued at least ten years of service credit and has attained an age
of 60 years; or

(iii) the member has accrued at least four years of service credit and has attained an age
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of 65 years.
(2) () The member'sretirement date shall be the 1st or the 16th day of the month, as
selected by the member, but the retirement date must be on or after the date of termination.
(b) The retirement date may not be more than 90 days before or after the date the

application is received by the office.

Section 21. Section 49-14-502 is amended to read:

49-14-502. Death of active member in Division B -- Payment of benefits.

(1) If an active member of this system enrolled in Division B under Section 49-14-301
dies, benefits are payable as follows:

the death is classified by the office as aline-of-duty death, the spouse at the time of death shall
receive alump sum of $1,500 and an allowance equal to 37.5% of the member's final average
monthly salary.

(b) If the death is not classified by the office as aline-of-duty death, benefits are
payable as follows:

(i) If the member has accrued two or more years of public safety service credit at the
time of death, the death is considered a line-of-duty death and the benefit shall be paid as
provided under Subsection (1)(a).

(i) If the member has accrued less than two years of public safety service credit at the
time of death, the spouse at the time of death shall receive arefund of the member's member
contributions, plus 50% of the member's most recent 12 months compensation.

(c) (i) If the member has accrued two or more years of public safety service credit at
the time of death, each of the member's unmarried children to age 18 or dependent unmarried
mentally or physically disabled children shall receive a monthly allowance of $50.

(ii) Payments shall be made to the surviving parent or to a duly appointed guardian, or
as otherwise provided under Sections 49-11-609 and 49-11-610.

(2) Intheevent of the death of both parents, the spouse's benefit shall be prorated and
paid to each of the member's unmarried children to age 18.

(3) If abenefit is not distributed under the previous subsections, and the member has
designated a beneficiary, the member's member contributions shall be paid to the beneficiary.

(4) The combined annual payments made to the beneficiaries of any member under this
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958  section may not exceed 75% of the member's final average monthly salary.

959 Section 22. Section 49-14-503 is amended to read:
960 49-14-503. Benefits payable upon death of inactive member.
961 (1) If aninactive member who has |ess than 20 years of public safety service credit

962 dies, the [desgnated-benefierary] spouse at the time of death, or, if there is no spouse at the
963 time of death, the member's minor children shall receive arefund of the member's member

964  contributions or $500, whichever is greater.

965 (2) (@) If aninactive member with 20 or more years of public safety service credit dies,
966 the spouse at the time of death shall receive an allowance in an amount of 50% of the amount
967  the member would have received had retirement occurred on the first of the month following
968  the month in which the death occurred.

969 (b) Thisallowance shall be based on years of service credit and final average monthly
970 salary under Section 49-14-402, reduced actuarially from age 50 to the age of the member at
971 thetime of death if the member is under age 50 at the time of death.

972 Section 23. Section 49-14-506 is enacted to read:

973 49-14-506. Benefits payable upon death of active or inactive member without

974  spouseor minor children.

975 If an active or inactive member dies and at the time of death the member does not have

976  aspouse or minor children, the benefit payable to a designated beneficiary is arefund of the

977  member's member contributions or $500, whichever islarger.

978 Section 24. Section 49-14-601 is enacted to read:

979 Part 6. Disability

980 49-14-601. Long-term disability coverage.

981 Each participating employer shall cover its public safety employees under Title 49,

982  Chapter 21, Public Employees Long-Term Disability Act, or a substantially similar long-term
983  disability program.

984 Section 25. Section 49-15-102 is amended to read:

985 49-15-102. Definitions.

986 Asused in this chapter:

987 (1) (@ "Compensation" means the total amount of payments that are includable in

988  grossincome received by a public safety service employee as base income for the regularly
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989  scheduled work period. The participating employer shall establish the regularly scheduled
990 work period. Baseincome shall be determined prior to the deduction of any amounts the
991  public safety service employee authorizes to be deducted for salary deferral or other benefits
992  authorized by federal law.

993 (b) "Compensation" includes performance-based bonuses and cost-of-living
994  adjustments.

995 (c) "Compensation" does not include:

996 (i) overtime;

997 (if) sick pay incentives;

998 (iii) retirement pay incentives;

999 (iv) the monetary value of remuneration paid in kind, asin aresidence, use of

1000  equipment or uniform, travel, or similar payments;

1001 (v) alump-sum payment or specia payment covering accumulated leave; and

1002 (vi) all contributions made by a participating employer under this system or under any
1003  other employee benefit system or plan maintained by a participating employer for the benefit of
1004 amember or participant.

1005 (d) "Compensation” for purposes of this chapter may not exceed the amount allowed
1006  under Internal Revenue Code Section 401(a)(17).
1007 (2) "Fina average sadlary" means the amount computed by averaging the highest three

1008  yearsof annual compensation preceding retirement subject to Subsections (2)(a) and (b).

1009 (@) Except as provided in Subsection (2)(b), the percentage increase in annual

1010 compensation in any one of the years used may not exceed the previous year's compensation by
1011  more than 10% plus a cost-of-living adjustment equal to the decrease in the purchasing power
1012  of thedollar during the previous year, as measured by a United States Bureau of Labor

1013  Statistics Consumer Price Index average as determined by the board.

1014 (b) In cases where the participating employer provides acceptable documentation to the
1015 office, the limitation in Subsection [€3)] (2)(a) may be exceeded if:

1016 (i) the public safety service employee has transferred from another agency; or

1017 (i) the public safety service employee has been promoted to a new position.

1018 (3) "Line-of-duty death™ means a death resulting from external force, violence, or

1019 disease occasioned by an act of duty as a public safety service employee.
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1020 (4) "Participating employer" means an employer which meets the participation
1021  requirements of Section 49-15-201.
1022 (5) (8) "Public safety service" means [atteast] employment normally requiring an

1023  average of 2,080 hours of regularly scheduled [eompensated] employment per year rendered by
1024 amember whoisa

1025 (i) law enforcement officer in accordance with Section 53-13-103;

1026 (i1) correctional officer in accordance with Section 53-13-104; and

1027 (iii) special function officer approved in accordance with [Seetiorn49-4a-203] Sections
1028  49-15-201 and [Section] 53-13-105.

1029 (b) "Public safety service" aso requires that in the course of employment the

1030 employee'slife or persona safety isat risk.
1031 (6) "Public safety service employee” means an employee of a participating employer
1032  who performs public safety service under this chapter.

1033 (7) "System" means the Public Safety Noncontributory Retirement System created
1034  under this chapter.
1035 (8) "Yearsof service credit” means the number of periods, each to consist of 12 full

1036 months as determined by the board, whether consecutive or not, during which a public safety
1037  service employee was employed by a participating employer, including time the public safety
1038  service employee was absent in the service of the United States government on military duty.

1039 Section 26. Section 49-15-502 is amended to read:

1040 49-15-502. Death of active member in Division B -- Payment of benefits.

1041 (1) If an active member of this system enrolled in Division B under Section 49-15-301
1042  dies, benefits are payable as follows:

1043

1044  thedeath is classified by the office as a line-of-duty death, the spouse at the time of death shall
1045 receive alump sum of $1,500 and an allowance equal to 37.5% of the member's final average
1046  monthly salary.

1047 (b) If the death is not classified by the office as aline-of-duty death, and the member
1048 has accrued two or more years of public safety service credit at the time of death, the death is
1049 considered line-of-duty and the benefit shall be paid as provided under Subsection (1)(a).
1050 (c) If the death is not classified by the office as a line-of-duty death, and the member



02-06-03 12:30 PM H.B. 246

1051  hasaccrued less than two years of public safety service credit at the time of death, the spouse at
1052 thetime of death shall receive arefund of the member's member contributions, plus 50% of the
1053  member's most recent 12 months compensation.

1054 (d) (i) If the member has accrued two or more years of public safety service credit at
1055 thetime of death, each of the member's unmarried children to age 18 or dependent unmarried
1056  mentally or physically disabled children shall receive an allowance of $50.

1057 (it) Payments shall be made to the surviving parent or to a duly appointed guardian, or
1058  as otherwise provided under Section 49-11-609 or 49-11-610.
1059 (2) Inthe event of the death of both parents, the spouse's benefit shall be prorated and

1060 paid to each of the member's unmarried children to age 18.

1061 (3) If abenefit is not distributed under the previous subsections, and the member has
1062 designated a beneficiary, the member's member contributions shall be paid to the beneficiary.
1063 (4) The combined payments to beneficiaries of any member under this section may not
1064  exceed 75% of the member's final average monthly salary.

1065 Section 27. Section 49-15-503 is amended to read:
1066 49-15-503. Benefits payable upon death of inactive member.
1067 (1) If aninactive member who has |less than 20 years of public safety service credit

1068  dies, the [designated-benefictary] spouse at the time of death, or, if there is no spouse at the
1069 time of death, the member's minor children shall receive arefund of the member's member

1070  contributions or $500, whichever is greater.

1071 (2) (@) If aninactive member with 20 or more years of public safety service credit dies,
1072  the spouse at the time of death shall receive an allowance in an amount of 50% of the amount
1073  the member would have received had retirement occurred on the first of the month following
1074  the month in which the death occurred.

1075 (b) Thisallowance shall be based on years of service credit and final average monthly
1076  salary under Section 49-15-402, reduced actuarially from age 50 to the age of the member at
1077  thetime of death if the member is under 50 years of age at the time of death.

1078 Section 28. Section 49-15-504 is amended to read:
1079 49-15-504. Benefits payable upon death of retired member.
1080 (2) If aretiree who retired under either Division A or Division B dies, the retiree's

1081  spouse at the time of death shall receive an allowance equal to 65% of the allowance that was
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being paid to the retiree at the time of death.

(2) If theretiree retired solely under Division B and dies leaving unmarried children
under the age of 18 or dependent unmarried mentally or physically disabled children, the
children shall qualify for a benefit as prescribed under Subsection [49-15-502(1)(€)]
49-15-502(1)(d) which is payable on the first day of the month following the month in which
theretiree died.

Section 29. Section 49-15-506 is enacted to read:

49-15-506. Benefits payable upon death of active or inactive member without

spouse or minor children.
If an active or inactive member dies and at the time of death the member does not have

aspouse or minor children, the benefit payable to a designated beneficiary is arefund of the

member's member contributions or $500, whichever islarger.
Section 30. Section 49-15-601 is enacted to read:
Part 6. Disability
49-15-601. Long-term disability coverage.
Each participating employer shall cover its public safety employees under Title 49,

Chapter 21, Public Employees Long-Term Disability Act, or asubstantially similar long-term

disability program.
Section 31. Section 49-16-102 is amended to read:
49-16-102. Definitions.
Asused in this chapter:

(1) (@) "Compensation" means the total amount of payments that are includable as
gross income which are received by afirefighter service employee as base income for the
regularly scheduled work period. The participating employer shall establish the regularly
scheduled work period. Base income shall be determined prior to the deduction of member
contributions or any amounts the firefighter service employee authorizes to be deducted for
salary deferral or other benefits authorized by federal law.

(b) "Compensation” includes performance-based bonuses and cost-of-living
adjustments.

(c) "Compensation" does not include:

(i) overtime;
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1113 (if) sick pay incentives;
1114 (iii) retirement pay incentives;
1115 (iv) remuneration paid in kind such as aresidence, use of equipment, uniforms, travel,

1116  or similar payments,

1117 (v) alump-sum payment or specia payments covering accumulated leave; and

1118 (vi) all contributions made by a participating employer under this system or under any
1119  other employee benefit system or plan maintained by a participating employer for the benefit of
1120 amember or participant.

1121 (d) "Compensation” for purposes of this chapter may not exceed the amount allowed
1122  under Internal Revenue Code Section 401(a)(17).
1123 (2) (a) "Disahbility" means aphysical or mental condition that, in the judgment of the

1124  office, istotal and presumably permanent, and prevents a member from [futfihingthe
1125 - Lt TP _ e el L .

1126 | performing firefighter service.
1127 (b) The determination of disability is based upon medical and other evidence

1128  satisfactory to the office.

1129 (3) "Fina average sadary" means the amount computed by averaging the highest three

1130 yearsof annual compensation preceding retirement subject to Subsections (3)(a) and (b).

1131 (@) Except as provided in Subsection (3)(b), the percentage increase in annual

1132  compensation in any one of the years used may not exceed the previous year's compensation by
1133  more than 10% plus a cost-of-living adjustment equal to the decrease in the purchasing power
1134  of thedollar during the previous year, as measured by a United States Bureau of Labor

1135 Statistics Consumer Price Index average as determined by the board.

1136 (b) In cases where the participating employer provides acceptable documentation to the
1137  officethe limitation in Subsection (3)(a) may be exceeded if:

1138 (i) the member has transferred from another agency; or

1139 (i1) the member has been promoted to a new position.

1140 (4) "Firefighter service" means [atteast] employment normally requiring an average of

1141 2,080 hours of regularly scheduled [eompensated] employment per year rendered by a member
1142  who isafirefighter service employee trained in firefighter techniques and assigned to a position
1143  of hazardous duty with aregularly constituted fire department, but does not include secretarial
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staff or other similar employees.

(5) "Firefighter service employee” means an employee of a participating employer who
provides firefighter service under this chapter. An employee of aregularly constituted fire
department who does not perform firefighter service is not a firefighter service employee.

(6) "Line-of-duty death or disability" means a death or any physical or mental disability
resulting from external force, violence, or disease directly resulting from firefighter service.

(@) A paid firefighter who has five years of firefighter service credit iseligible for a
line-of-duty death or disability resulting from heart disease, lung disease, or respiratory tract
condition.

(b) A paid firefighter who receives a service connected disability benefit for more than
six months due to violence or illness other than heart disease, lung disease, or respiratory tract
condition, and then returnsto paid firefighter service, may not be eligible for aline-of-duty
death or disability benefit due to heart disease, lung disease, or respiratory tract condition for
two years after the firefighter returned to work unless clear and convincing evidenceis
presented that the heart disease, lung disease, or respiratory tract condition was directly aresult
of firefighter service.

(7) "Participating employer" means an employer which meets the participation
requirements of Section 49-16-201.

(8) "Regularly constituted fire department” means afire department that employs afire
chief who performs firefighter service for at least 2,080 hours of regularly scheduled paid
employment per year.

(9) "System" meansthe Firefighters' Retirement System created under this chapter.

(10) (&) "Volunteer firefighter" means any individual that is not regularly employed as
afirefighter service employee, but who is on the rolls of aregularly constituted fire department.

(b) Anindividual that volunteers assistance but is not aregularly enrolled firefighter is
not avolunteer firefighter.

(11) "Yearsof service credit" means the number of periods, each to consist of 12 full
months as determined by the board, whether consecutive or not, during which a firefighter
service employee was employed by a participating employer or received full-time pay while on
sick leave, including any time the firefighter service employee was absent in the service of the
United States on military duty.
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Section 32. Section 49-16-401 is amended to read:

49-16-401. Eligibility for serviceretirement -- Date of retirement --
Qualifications.

(1) A member isqualified to receive an allowance from this system when:

(a) the member ceases actual work for a participating employer in this system before
the member's retirement date and provides evidence of the termination;

(b) the member has submitted to the office a notarized retirement application form that
states the member's proposed retirement date; and

(c) one of the following conditions is met as of the member's retirement date:

(i) the member has accrued at least 20 years of service credit;

(if) the member has accrued at least ten years of service credit and has attained an age
of 60 years; or

(iii) the member has accrued at least four years of service credit and has attained an age
of 65 years.

(2) (3) The member'sretirement date shall be the 1st or the 16th day of the month, as
selected by the firefighter service employee, but the retirement date must be on or after the date
of termination.

(b) The retirement date may not be more than 90 days before or after the date the

application is received by the office.

Section 33. Section 49-16-402 is amended to read:

49-16-402. Calculation of retirement allowance.

(1) A retiree under this system shall receive an allowance equal to:

(a) 2.5% of final average monthly salary multiplied by the number of years of service
credit, limited to 20 years; plus

(b) 2% of final average monthly salary, multiplied by the number of years of service
credit in excess of 20 years.

(2) The minimum [annrtat] allowance payable under this section is $500.

(3) Except as modified by cost-of-living adjustments, an allowance under this system
may not exceed 70% of afirefighter service employee'sfina average monthly salary.

Section 34. Section 49-16-501 is amended to read:

49-16-501. Death of active member in Division A -- Payment of benefits.
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1206 (1) If an active member of this system enrolled in Division A under Section 49-16-301
1207  dies, benefits are payable as follows:

1208 (@) If the death isclassified by the office as a line-of-duty death, benefits are payable as
1209 follows:

1210 (i) If the member has accrued less than 20 years of firefighter service credit, the spouse

1211  at thetime of death shall receive alump sum of $1,500 and an allowance equal to 30% of the
1212  member's final average monthly salary.

1213 (i) If the member has accrued 20 or more years of firefighter service credit, the

1214  member shall be considered to have retired with an allowance calculated under Section

1215  49-16-402 and the spouse at the time of death shall receive the death benefit payableto a

1216  spouse under Section 49-16-504.

1217 (b) If the death is not classified as aline-of-duty death by the office, benefits are

1218 payable asfollows:

1219 (i) If the member has accrued less than ten years of firefighter service credit, the

1220  beneficiary shall receive a sum of $1,000 or arefund of the member's member contributions,
1221  whichever is greater.

1222 (it) If the member has accrued ten or more years of firefighter service credit the spouse
1223  at the time of death shall receive a sum of $500, plus an allowance equal to 2% of the member's
1224 final average monthly salary for each year of service credit accrued by the member up to a
1225  maximum of 30% of the member's final average monthly salary.

1226 (2) (@) If the member dies without a current spouse, the spouse's [beneftt] allowance
1227  shall be equally divided and paid to each unmarried child until the child reaches age 21.

1228 (b) The payment shall be made to a duly appointed guardian or as provided under
1229  Sections 49-11-609 and 49-11-610.

1230 (3) If the benefit is not distributed under this section, and the member has designated a
1231  beneficiary, the member's member contributions shall be paid to the beneficiary.

1232 Section 35. Section 49-16-503 is amended to read:

1233 49-16-503. Benefits payable upon death of inactive member.

1234 (1) If aninactive member who has less than 20 years of firefighter service credit dies,

1235 the [desigrated-benefictary] spouse at the time of death, or, if there is no spouse at the time of
1236  death, the member's minor children shall receive arefund of the member's member
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contributions or $500, whichever is greater.

(2) (@) If aninactive member with 20 or more years of firefighter service credit dies,
the spouse at the time of death shall receive an allowance in the amount of 50% of the amount
the member would have received had retirement occurred on the first of the month following
the month in which the death occurred.

(b) Thisallowance shall be based on years of service credit and final average monthly
salary under Section 49-16-402, reduced actuarially from age 50 to the age of the member at
the time of death if the member is under 50 years of age at the time of death.

Section 36. Section 49-16-504 is amended to read:

49-16-504. Benefits payable upon death of retired member.

(1) If aretiree who retired under either Division A or Division B dies, the retiree's

spouse at the time of death shall receive an allowance equal to 75% of the alowance that was
being paid to the retiree at the time of death.

(2) If theretiree retired solely under Division B and dies |eaving unmarried children
under the age of [48] 21 or dependent unmarried mentally or physically disabled children, the
children shall qualify for a benefit as prescribed under Subsection 49-16-502(1)(c) whichis
payable on the first day of the month following the month in which the retiree died.

Section 37. Section 49-16-507 is enacted to read:

49-16-507. Benefits payable upon death of active or inactive member without
spouse or minor children.

If an active or inactive member dies and at the time of death the member does not have

aspouse or minor children, the benefit payable to a designated beneficiary is arefund of the

member's member contributions or $500, whichever islarger.
Section 38. Section 49-16-602 is amended to read:
49-16-602. Disability retirement -- Disability allowance eligibility -- Conversion to

serviceretirement -- Examinations -- Reemployment.

(1) A member of this system who applies and is qualified for disability retirement shall
receive a disability retirement benefit until the earlier of:

() the date the member of this system is no longer disabled,;

(b) the date the member of this system has accumulated 20 years of firefighter service
credit, including years earned while disabled; or
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1268 (c) the date the member of this system has received disability retirement benefits for
1269 thefollowing time periods:

1270 (i) if the member is under age 60 [6f] on the date of disability, the disability retirement
1271  benefit is payable until age 65;

1272 (i) if the member is 60 or 61 years of age on the date of disability, the disability

1273  retirement benefit is payable for five years,

1274 (iii) if the member is 62 or 63 years of age on the date of disability, the disability

1275  retirement benefit is payable for four years;

1276 (iv) if the member is64 or 65 years of age on the date of disability, the disability

1277  retirement benefit is payable for three years;

1278 (v) if the member is 66, 67, or 68 years of age on the date of disability, the disability
1279  retirement benefit is payable for two years; and

1280 (vi) if the member is 69 years of age or older on the date of disability, the disability
1281 retirement benefit is payable for one year.

1282 (2) (8) (i) Thedisability retiree shall receive service credit in this system during the
1283  period of disability.

1284 (i) If the disability retiree is employed by a participating employer during the period of
1285  disahility, the disability retiree may not receive service credit for that employment.

1286 (b) The disability retirement shall be converted to a service retirement at the time the
1287  disability retirement benefits terminate.

1288 (3) The office shall approve or disapprove applications for disability retirement

1289  benefits based upon:

1290 (a) the evauation and recommendations of one or more treating physicians aong with
1291 medical recordsrelating to the condition;

1292 (b) the evaluation and recommendations of one or more independent physicians

1293  selected by the office; and

1294 (c) receipt of documentation by the office from the participating employer that the

1295 member is mentally or physically unable to perform firefighter service.

1296 (4) (a) A disahility retiree who receives benefits under this section shall, upon request
1297  of the executive director, submit to amedical examination by one or more physicians as
1298  directed by the office.
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1299 (b) If, after an examination, the examiners report that the disability retiree is physically
1300 ableand capable of resuming firefighter service employment, the disability retiree shall be
1301 reinstated by the participating employer for which the disability retiree last worked at the
1302 disability retiree's former classification and rank, and the disability retirement benefit shall
1303 terminate.

1304 (c) A disability retiree may not be required to submit to an examination under this
1305  Subsection (4) more than once every year.

1306 (d) A disahility retiree who returns to firefighter service employment with a

1307 participating employer in this system shall immediately begin accruing service credit that shall
1308 be added to that service credit that has been previously accrued, including service credit while
1309 disabled.

1310 (5) A disahility retiree is not subject to medical examinations after reaching age 55.
1311 (6) Refusal or neglect of a member to submit to an examination as requested by the
1312  office either before or after a decision regarding disability benefits has been made is sufficient
1313  causefor denial, suspension, or discontinuance of benefits and if the refusal or neglect

1314  continuesfor one year, the member's or disability retiree's rights to disability retirement

1315 benefits may be revoked by the office.

1316 (7) (&) A disability retiree who receives benefits under this part shall file asworn
1317  statement with the office on or before [Jantary] March 15 of each year for the first five years a
1318  disability retiree receives benefits.

1319 (b) The sworn statement shall indicate whether or not the disability retiree engaged in
1320 any employment during the preceding year and, if so, the amount of earnings received during
1321  thecadendar year.

1322 (c) If the total amount received in one year by a disability retiree for disability

1323  retirement benefits and gross earnings from other employment exceeds 125% of the disability
1324  retiree'sfinal average salary, the office shall offset the disability retirement benefit paid the
1325 following year by the amount in excess of 125% of the disability retiree's final average salary.
1326 (d) (i) If adisability retiree refuses or neglects to file a sworn statement as required
1327  under this Subsection (7), the executive director may suspend payment of any and all benefits
1328 pending receipt of the statement.

1329 (if) Upon filing the statement, the disability retiree's payments shall be resumed.
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(8) Thedisahility retirement benefit shall be improved by the annual cost-of-living
increase factor applied to retirees of the system that covered the firefighter service employee at
the time of disability.

(9) A line of duty disability allowance paid on or after January 1, 2002, under Section
49-16-601 is exempt from taxation to the extent permitted under federal law.

(10) (& An active member of this system with five or more years of firefighter service
credit shall be eligible for aline-of-duty death or disability benefit resulting from heart disease,
lung disease, or respiratory tract disease.

(b) An active member of this system who receives aline-of-duty disability benefit for
more than six months due to violence or illness other than heart disease, lung disease, or
respiratory tract disease, and then returns to paid firefighter service, isnot eligible for a
line-of-duty death or disability benefit due to those diseases for two years after the member
returned to paid firefighter service unless clear and convincing evidence is presented that the
heart, lung, or respiratory tract disease was directly aresult of firefighter service.

(11) Disability retirement benefits shall be considered an allowance for purposes of
Section 49-11-701.

Section 39. Section 49-17-401 is amended to read:

49-17-401. Eligibility for an allowance -- Date of retirement -- Qualifications.

(1) A member isqualified to receive an alowance when:

(@) the member ceases actual work for a participating employer in this system before
the member's retirement date and provides evidence of the termination;

(b) the member has submitted to the office a notarized retirement application form that
states the member's proposed retirement date; and

(c) one of the following conditions is met as of the member's retirement date:

(i) the member has accrued at least six years of service credit and has attained an age of
70 years;

(if) the member has accrued at least ten years of service credit and has attained an age
of 62 years,

(iii) the member has accrued at least 20 years of service credit and has attained an age
of 55 years; or

(iv) the member has accrued at least 25 years of service credit.
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(2) (&) The member'sretirement date shall be the 1st or the 16th day of the month, as
selected by the member, but the retirement date must be on or after the date of termination.
(b) The retirement date may not be more than 90 days before or after the date the

application is received by the office.

Section 40. Section 49-18-401 is amended to read:

49-18-401. Eligibility for an allowance -- Date of retirement -- Qualifications.

(1) A member isqualified to receive an alowance when:

(@) the member ceases actual work for a participating employer in this system before
the member's retirement date and provides evidence of the termination;

(b) the member has submitted to the office a notarized retirement application form that
states the member's proposed retirement date; and

(c) one of the following conditions is met as of the member's retirement date:

(i) the member has accrued at least six years of service credit and has attained an age of
70 years;

(if) the member has accrued at least ten years of service credit and has attained an age
of 62 years,

(iii) the member has accrued at least 20 years of service credit and has attained an age
of 55 years; or

(iv) the member has accrued at least 25 years of service credit.

(2) (8 The member's retirement date shall be the 1st or the 16th day of the month, as
selected by the member, but the retirement date must be on or after the date of termination.

(b) The retirement date may not be more than 90 days before or after the date the
application is received by the office.

Section 41. Section 49-18-501 is amended to read:

49-18-501. Death benefit for membersbeforeretirement -- Computation.

(1) Upon the receipt of acceptable proof of death of a member before the member's
retirement date, the member's spouse at the time of death shall have the choice of the following
death benefits:

[€h] (@ arefund of the member's member contributions, if any, [Haetudingrefund
aterest;] plus 65% of the member's most recent 12 months compensation prior to death; or

[3)] (b) an alowance equal to 65% of the allowance computed in accordance with
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Section 49-18-402, but disregarding early retirement reductions.

(2) If there is no spouse to whom the member is married at the time of death, member
contributions shall be refunded to a beneficiary, in accordance with Sections 49-11-609 and
49-11-610.

Section 42. Section 49-19-401 is amended to read:

49-19-401. Eligibility for an allowance -- Governor -- Legislator.

(1) A governor isqualified to receive an allowance when:

(@) the governor has submitted to the office a notarized retirement application form that
states the proposed retirement date; and

(b) one of the following conditions is met as of the retirement date:

(i) the governor has completed at least one full term in office and has attained an age of
65 years; or

(if) the governor has served as governor of the state for at least ten years and has
attained an age of 62 years.

(2) A legidator isqualified to receive an alowance when:

() thelegidator has submitted to the office a notarized retirement application form
that states the proposed retirement date; and

(b) one of the following conditions is met as of the retirement date:

(i) thelegidlator has completed at |east four yearsin the Legislature and has attained an
age of 65 years; or

(i) thelegislator has completed at least ten years in the Legislature and has attained an
age of 62 years.

(3) (&) Theretirement date shall be the 1st or the 16th day of the month as selected by
the member.

(b) The retirement date may not be more than 90 days before or after the date the

application is received by the office.
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[€5}] (4) A member who withdraws member contributions shall forfeit all allowances
based on those contributions.
(5) If aretired legidator is elected to another term in the Legislature or continues to
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1423 servein the Legidature after reaching age 65, the legidative allowance ceases at the beginning
1424  of each session under rules established by the board, but is restored at the same amount at the
1425  end of the session.

1426 (6) A member receiving an allowance while serving as alegislator is eiqible for

1427  additiona service credits and allowance adjustments at the end of each term of officeif the

1428 legislator continues as a contributing member during the member's service as alegislator.

1429 Section 43. Section 49-20-301 is amended to read:
1430 49-20-301. Payments made by employer and employee.
1431 The program shall be maintained on afinancially and actuarially sound basis by [means

1432  of] payments from covered employers and covered individuals.

1433 Section 44. Section 49-20-401 is amended to read:

1434 49-20-401. Program -- Powersand duties.

1435 (1) The program shall:

1436 (a) act asaself-insurer of employee benefit plans and administer those plans;

1437 (b) enter into contracts with private insurers or carriers to underwrite employee benefit

1438 plans as considered appropriate by the program;

1439 (c) indemnify employee benefit plans or purchase commercial reinsurance as

1440 considered appropriate by the program;

1441 (d) provide descriptions of al employee benefit plans under this chapter in cooperation
1442  with covered employers;

1443 (e) process claims for all employee benefit plans under this chapter or enter into

1444 contracts, after competitive bids are taken, with other benefit administrators to provide for the
1445  administration of the claims process,

1446 (f) obtain an annual actuarial review of all health and dental benefit plansand a

1447  periodic review of al other employee benefit plans;

1448 (g) consult with the covered employers to evaluate employee benefit plans and develop
1449  recommendations for benefit changes,

1450 (h) annually submit a budget and audited financial statements to the governor and
1451  Legidature which includes total projected benefit costs and administrative costs,
1452 (i) maintain reserves sufficient to liquidate the unrevealed claims liability and other

1453 liabilities of the employee benefit plans as [estimated] certified by the program's consulting
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actuary;

() submit its recommended benefit adjustments for state employees to the director of
the state Department of Human Resource Management;

(k) determine benefits and rates, upon approva of the board, for multiemployer risk
pools, retiree coverage, and conversion coverage,

(1) determine benefits and rates, upon approval of the board and the Legidature, for
state employees,

(m) administer benefits and rates, upon ratification of the board, for single employer
risk pools;

(n) request proposals for provider networks or benefit plans administered by third party
carriers at least once every three years for the purposes of:

(i) stimulating competition for the benefit of covered individuals;

(i) establishing better geographical distribution of medical care services; and

(iii) providing coverage for both active and retired covered individuals,

(o) offer proposals which meet the criteria specified in arequest for proposals and
accepted by the program to active and retired state covered individuals and which may be
offered to active and retired covered individuals of other covered employers at the option of the
covered employer;

(p) perform the same functions established in Subsections (1)(a), (b), (e), and (h) for
the Department of Health if the program provides program benefits to children enrolled in the
Utah Children's Health Insurance Program created in Title 26, Chapter 40, Utah Children's
Health Insurance Act;

() establish rules and procedures governing the admission of political subdivisions or
educational institutions and their employees to the program; [anel]

(r) contract directly with medical providersto provide services for covered
individualg[-];_and

(s) take additional actions necessary or appropriate to carry out the purposes of this
chapter.

(2) (8) Funds budgeted and expended shall accrue from rates paid by the covered
employers and covered individuals.

(b) Administrative costs shall be approved by the board and reported to the governor
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and the Legidlature.

(3) The Department of Human Resource Management shall include the benefit
adjustments described in Subsection (1)(j) in the total compensation plan recommended to the
governor required under Subsection 67-19-12(6)(a).

Section 45. Section 49-20-406 is amended to read:

49-20-406. Insurance benefitsfor employees beneficiaries.

(1) Asusedin thissection:

(& "Children" includes stepchildren and legally adopted children.

(b) "Line-of-duty death” means a death resulting from external force or violence
occasioned by an act of duty as an employee.

(2) The beneficiary of acovered individua who is employed by the state and who dies
in the line of duty shall receive:

(a) the proceeds of a group term life insurance policy in the amount of $50,000 to be
purchased by the program and paid for by the state; and

(b) group health coverage paid for by the state that covers the covered individual's:

(i) surviving spouse until remarriage or becoming eligible for Medicare, whichever
comes first; and

(i1) unmarried children up to the age of 26.

(3) [Any] A covered employer not required to provide the benefits under Subsection
(2) may provide either or both of the [benefit] benefits under Subsection (2) by paying rates
established by the program.

Section 46. Section 49-21-102 is amended to read:

49-21-102. Definitions.

Asused in this chapter:

(1) "Date of disability" means the date on which a period of continuous disability

commences, and may not commence on or before the last day of actual work.

(2) "Elimination period" means the three months at the beginning of each continuous
period of total disability for which no benefit will be paid [ang-eommenceswith-the-tate-of
eisabitity]. The elimination period begins on the nearest first day of the month from the date of
disability. The elimination period may include a one-time trial return to work period of less

than 15 consecutive calendar days.
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(3) (&) "Eligible employee" means:

(i) any regular full-time employee as defined under Section 49-12-102 or 49-13-102,
public safety service employee as defined under Section 49-14-102 or 49-15-102, or judge as
defined under Section 49-17-102 or 49-18-102, whose employer provides coverage under this
chapter, or the governor of the state; and

(if) an employee who is covered by aretirement program offered by the Teachers
Insurance and Annuity Association of America, if the employee's employer provides coverage
under this chapter; and

(b) "Eligible employee” does not include any employee that is exempt from coverage
under Section 49-21-201.

(4) "Maximum benefit period” means the maximum period of time the monthly
disability income benefit will be paid under Section 49-21-403 for any continuous period of
total disability.

(5) "Monthly disability benefit" means the monthly payments and accrual of service
credit under Section 49-21-401 and health insurance reimbursements paid under Section
[49-21-408] 49-21-407, or any combination of them.

(6) "Objective medical impairment” means an impairment resulting from an injury or
illness which is diagnosed by a physician and which is based on accepted objective medical
tests or findings rather than subjective complaints.

(7) "Physician" means a licensed physician.

(8) "Regular monthly salary" means the amount certified by the participating employer
as the monthly salary of the eligible employee, unless there is a discrepancy between the
certified amount and the amount actually paid, in which case the office shall determine the
regular monthly salary.

(9) "Regular occupation”" means either the primary duties performed by the eligible
employee for the twelve months preceding the date of disability, or a permanent assignment of
duty to the eligible employee.

(10) "Rehabilitative employment™ means any occupation or employment for wage or
profit, for which the eligible employee is reasonably qualified to perform based on education,
training, or experience while unable to perform the employee's regular occupation.

(11) (a) "Total disability" or "totally disabled" means the complete inability, due to
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1547  objective medical impairment, whether physical or mental, to engage in the eligible employee's
1548  regular occupation during the elimination period and the first 24 months of disability benefits.
1549 (b) "Total disability" means, after the elimination period and the first 24 months of
1550 disability benefits, the complete inability, based solely on physical objective medical

1551 impairment, to engage in any gainful occupation which is reasonable, considering the eligible
1552  employee's education, training, and experience.

1553 Section 47. Section 49-21-401 is amended to read:

1554 49-21-401. Disability Benefits -- Application -- Eligibility.

1555 (1) An €ligible employee shall apply for long-term disability benefits under this chapter
1556  by:

1557 (8 completing an application form prepared by the office;

1558 (b) signing a consent form allowing the office access to the eligible employee's medical
1559  records; and

1560 (c) providing any documentation or information reasonably requested by the office.
1561 (2) Upon request by the office, the participating employer of the eligible employee
1562  shall provide to the office documentation and information concerning the eligible employee.
1563 (3) Theoffice shall review all relevant information and determine whether or not the
1564  eligible employeeistotally disabled.

1565 (4) If the office determines that the eligible employee is totally disabled due to

1566  accidenta bodily injury or physical illness which is not the result of the performance of an
1567  employment duty, the eligible employee shall receive a monthly disability benefit equal to 2/3
1568 of the eligible employee's regular monthly salary, for each month the total disability continues
1569 beyond the elimination period, not to exceed the maximum benefit period.

1570 (5) If the office determines that the eligible employee is totally disabled due to

1571  psychiatric illness, the eligible employee shall receive:

1572 (@) amaximum of two years of monthly disability benefits equal to 2/3 of the eligible
1573  employee's regular monthly salary for each month the total disability continues beyond the
1574  elimination period;

1575 (b) amaximum of $10,000 for psychiatric expenses, including rehabilitation expenses
1576  [approved| preauthorized by the office's consultants, paid during the period of monthly

1577  disability benefits; and
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(c) payment of monthly disability benefits according to contractual provisionsfor a
period not to exceed five years if the eligible employee is institutionalized due to psychiatric
ilIness.

(6) If the office determines that the eligible employeeistotally disabled dueto a
physical injury resulting from external force or violence as aresult of the performance of an
employment duty, the eligible employee shall receive a monthly disability benefit equal to
100% of the eligible employee's regular monthly salary, for each month the total disability
continues beyond the elimination period, not to exceed the maximum benefit period.

(7) (&) Successive periods of disability are considered as a continuous period of
disability if the period of disability:

(i) resultsfrom the same or related causes;

(i) isseparated by less than six months of continuous full-time work at the individual's
usual place of employment; and

(iii) commences while the individual is an eligible employee covered by this chapter.

(b) Theinability to work for a period of less than 15 consecutive daysis not considered
asaperiod of disability.

(c) If Subsection (7)(a) or (b) does not apply, successive periods of disability are
considered as separate periods of disability.

(8) The office may, at any time, have any eligible employee claiming disability
examined by a physician chosen by the office to determine if the eligible employeeistotally
disabled.

(9) A claim brought by an eligible employee for long-term disability benefits under the
Public Employee's Long-Term Disability Program is barred if it is not commenced within one
year from the eligible employee's date of disability, unless the office determines that under the
surrounding facts and circumstances, the eligible employee's failure to comply with the time
limitations was reasonabl e.

(10) Medical or psychiatric conditions which existed prior to enrollment may not be a
basis for disability benefits until the eligible employee has had one year of continuous
enrollment in the Public Employees Long-Term Disability Program.

(11) If thereisavalid benefit protection contract, service credit shall accrue during the
period of total disability, unless the disabled eligible employee is exempted from a system, or is
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otherwise ineligible for service credit.

Section 48. Section 49-21-402 is amended to read:

49-21-402. Reduction of benefit -- Circumstances -- Application for other benefits
required.

(1) A monthly disability benefit may not be paid for any period of total disability unless
the eligible employee is under the ongoing care and treatment of a physician other than the
eligible employee.

(2) The monthly disability benefit shall be reduced by any amount received by, or
payable to, the eligible employee from the following sources for the same period of time during
which the eligible employee is entitled to receive a monthly disability benefit:

(a) Socia Security disability benefits, including all benefits received by the eligible
employee, the eligible employee's spouse, and the eligible employee's dependent children;

(b) workers compensation indemnity benefits;

(c) any monies received by judgment, legal action, or settlement from athird party
liable to the employee for the disability;

(d) unemployment compensation benefits; and

(e) automobile no-fault, medical payments, or similar insurance payments[-and].

[ ary-otherdisabiity-benefitsresulitnefrom-the-disabtity-for-which-benel
bemngrecetvedtnder-this-chapter:]

(3) The monthly disability benefit shall be reduced by any amount in excess of 1/3 of
the eligible employee's regular monthly salary received by, or payable to, the eligible employee
from the following sources for the same period of time during which the eligible employeeis
entitled to receive a monthly disability benefit:

(@) any employer-sponsored retirement programs; and

(b) any disability benefit resulting from the disability for which benefits are being
received under this chapter.

(4) Cost-of-living increasesto any of the benefits listed in Subsection (2) may not be
considered in calculating a reduction to the monthly disability benefit.

(5) Any amounts payable to the eligible employee from one or more of the sources
under Subsection (2) are considered as amounts received whether or not the amounts were
actually received by the eligible employee.
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(6) (@) An eligible employee shall first apply for al disability benefits from
governmental entities under Subsection (2) to which the eligible employee is or may be
entitled, and provide to the office evidence of the applications.

(b) The eligible employee shall also first apply at the earliest eligible age for all
unreduced retirement benefits to which the eligible employee is or may be entitled, and provide
to the office evidence of the application.

(c) If the eligible employee fails to make application under Subsection (6)(a) or (b), the
monthly disability benefit shall be suspended.

Section 49. Section 49-21-403 is amended to read:

49-21-403. Termination of disability benefits-- Calculation of retirement benefit.

(1) An eligible employee covered by this chapter and eligible for service credit under a
system, including an eligible employee who relinquishes rights to retirement benefits under
Section 49-11-619, who applies and is qualified for a monthly disability benefit shall receive a
monthly disability benefit until the earlier of:

(a) the date the eligible employee has accumul ated:

(i) 20 years of service credit if the eligible employee is covered by Chapter 14, Public
Safety Contributory Retirement Act, or Chapter 15, Public Safety Noncontributory Retirement
Act;

(if) 25 years of service credit if the eligible employee is covered by Chapter 17, Judges
Contributory Retirement Act, or Chapter 18, Judges Noncontributory Retirement Act; or

(iii) 30 years of service credit if the eligible employee is covered by Chapter 12, Public
Employees Contributory Retirement Act, or Chapter 13, Public Employees Noncontributory
Retirement Act; or

(b) the date the eligible employee has received a monthly disability benefit for the
following applicable time periods:

(i) if the eligible employee is under age 60, the monthly disability benefit is payable
until age 65;

(i) if the eligible employee is 60 or 61 years of age on the date of disability, the
monthly disability benefit is payable for five years;

(iii) if the eligible employee is 62 or 63 years of age on the date of disability, the
monthly disability benefit is payable for four years;
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(iv) if the eligible employeeis 64 or 65 years of age on the date of disability, the
monthly disability benefit is payable for three years,

(v) if the eligible employeeis 66, 67, or 68 years of age on the date of disability, the
monthly disability benefit is payable for two years; and

(vi) if the eligible employeeis 69 years of age or older on the date of disability, the
monthly disability benefit is payable for one year.

(2) (a) Upon termination of a monthly disability benefit, an eligible employee eligible
for service credit under a system may retire under the system which covered the eligible
employee on the date of disability.

(b) Thefina average salary used in the calculation of the allowance shall be based on
the annual rate of pay on the date of disability, improved by the annual cost-of-living increase
factor applied to retirees of the system which covered the eligible employee on the date of
disability.

(3) An €igible employee who is eligible for service credit in a system, but has
relinquished rights to an allowance under Section 49-11-619, may receive the benefits the
eligible employee would have received by being eligible for service credit in the system
covering the eligible employee on the date of disability, except for the accrual of service credit,
in accordance with thistitle.

(4) An €eligible employee receiving a monthly disability benefit who has service credit
from two or more systems may not combine service credits under Section 49-11-405 in
qualifying for retirement, unless the eligible employee would receive a greater allowance by
combining the service credits.

(5 A monthly disability benefit payable to an eligible employee who is not eligible for
service credit under a system shall terminate at the earliest of:

() the date the eligible employee [+s] would be eligible for an unreduced retirement
benefit; or

(b) the date the eligible employee has received a monthly disability benefit for the

applicable time period as set forth in Subsection (1)(b).
Section 50. Section 49-21-404 is amended to read:
49-21-404. Annual adjustment to disability benefit.
(1) (& An€ligible employee receiving a monthly disability benefit shall receive an
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annual adjustment on the date following the end of the elimination period to reflect annual
changesin the United States Bureau of Labor Statistics Consumer Price Index average as
determined by the board.

(b) This adjustment may not exceed adjustments made to retirees under the system
which covered the eligible employee on the date of disability.

(2) If an employee is not [ehgibtefor-servicecreditunder] participating in a system, the
annual adjustment [shattbe-egua-to] may not exceed the adjustment [eatedtatedvnderSeetion
49-13-407] paid in the system which would cover the employee if the employee were

participating in a system.

Section 51. Section 49-21-406 is amended to read:

49-21-406. Rehabilitative employment -- Interview by disability specialist --
Maintaining eligibility -- Additional treatment and care.

(1) (@) If an eligible employee, [feHewing] during a period of total disability for which
the monthly disability benefit is payable, engages in approved rehabilitative employment, the
monthly disability benefit otherwise payable shall be reduced by an amount equal to 50% of the
income to which the eligible employee is entitled for the employment during the month.

(b) Thisbenefit is payable for up to two years or to the end of the maximum benefit
period, whichever occursfirst.

(2) (a) Each eligible employee receiving a monthly disability benefit shall be
interviewed by the office.

(b) The office may refer the eligible employee to a disability specialist for areview of
the eligible employee's condition and a written rehabilitation plan.

(3) If an eligible employee receiving a monthly disability benefit failsto participate in
an office-approved rehabilitation program within the limitations set forth by a physician, the
monthly disability benefit may be suspended or terminated.

(4) The office may, as a condition of paying a monthly disability benefit, require that
the eligible employee receive medical care and treatment if that treatment is reasonable or usual
according to current medical practices.
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L egidative Review Note
asof 2-5-03 11:33 AM

A limited legal review of thislegidation raises no obvious constitutional or statutory concerns.

Office of Legidative Research and General Counsel
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State Impact

No fiscal impact.

Individual and Business Impact

This bill modifies some benefits provided by the Utah Retirement Systems. Some
members of the System may see enhanced benefits as a result of this legislation.
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