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AN ACT

To repeal sections 86.252, 86.253, and 86.255, RSMo, and to enact in lieu thereof four new
sections relating to police retirement.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 86.252, 86.253, and 86.255, RSMo, are repealed and four new
sections enacted in lieu thereof, to be known as sections 86.252, 86.253, 86.255, and 86.359, to
read asfollows:

86.252. 1. Notwithstanding any provision of sections86.200 to 86.366, to the contrary,
the entire interest of a member shall be distributed or begin to be distributed no later than the
member's required beginning date. The general required beginning date of a member's benefit
is April first of the calendar year following the calendar year in which the member attains age
seventy and one-half yearsor, if later, in which the member terminates employment as a police
officer and actually retires.

2. All distributions required pursuant to this section prior to January 1, 2003, shall be
determined and made in accordance with the income tax regulations under Section 401(a)(9) of

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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the Internal Revenue Code in effect prior to January 1, 2003, including the minimum
distribution incidental benefit requirement of Section 1.401(a)(9)-2 of the income tax
regulations. Asof thefirst distribution year, distributions, if not madein asingle sum, may only
be made over one of the following periods, or a combination thereof:

(1) Thelifeof the member;

(2) Thelife of the member and a designated beneficiary;

(3) A period certain not extending beyond the life expectancy of the member; or

(4) A period certain not extending beyond the joint and last survivor expectancy of the
member and a designated beneficiary.

3. (1) Thissubsection shall apply for purposes of determining required minimum
distributions for calendar years beginning on and after January 1, 2003, and shall take
precedence over any inconsistent provisions of section 86.200 to 86.366. All distributions
required under this subsection shall be determined and made in accordance with the
United States Treasury regulationsunder Section 401(a)(9) of the I nternal Revenue Code
of 1986, as amended.

(2) (8) Themember'sentireinterest shall bedistributed or begin to bedistributed
to the member no later than the member'srequired beginning date.

(b) Ifthemember diesbeforedistributionsbegin, themember'sentireinterest shall
bedistributed or begin to be distributed no later than asfollows:

a. If themember's surviving spouseisthe member's sole designated beneficiary,
distributionsto the surviving spouse shall begin by December thirty-first of the calendar
year immediately following the calendar year in which the member died, or by December
thirty-first of thecalendar year in which themember would have attained age seventy and
one-half years, if later;

b. If themember'ssurviving spouseisnot themember'ssoledesignated beneficiary,
distributions to the designated beneficiary shall begin by December thirty-first of the
calendar year immediately following the calendar year in which the member died;

c. If thereisno designated beneficiary as of September thirtieth of the calendar
year followingthecalendar year of themember'sdeath, themember'sentireinterest shall
be distributed by December thirty-first of the calendar year containing the fifth
anniversary of the member's death;

d. If themember'ssurviving spouseisthemember'ssoledesignated beneficiary and
thesurviving spousediesafter themember but beforedistributionstothesurviving spouse
begin, this paragraph, except for subparagraph a. of thisparagraph, shall apply asif the
surviving spouse wer e the member.
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For purposes of this paragraph and subdivision (5) of this subsection, distributions shall
be consider ed to begin on the member'srequired beginning date, or if subparagraph d. of
thisparagraph applies, thedatedistributionsarerequired tobegin tothesurviving spouse
under subparagraph a. of thisparagraph. If annuity paymentsirrevocably commenceto
the member before the member'srequired beginning date, or to the member's surviving
spousebeforethedate of distributionsarerequired to begin tothesurviving spouseunder
subparagraph a. of this paragraph, the date of distributions shall be considered to begin
the date distributions actually commence.

(c) Unlessthemember'sinterest isdistributed in theform of an annuity pur chased
from an insurance company or in a singlesum on or beforetherequired beginning date,
as of the first distribution calendar year distributions shall be made in accordance with
subdivisions (3), (4), and (5) of thissubsection. If the member'sinterest isdistributed in
theform of an annuity pur chased from an insurancecompany, distributionsshall bemade
in accordancewith therequirements of Section 401(a)(9) of the Inter nal Revenue Code of
1986, as amended, and the United States Treasury regulations.

(3) (a) If themember'sinterest ispaid in theform of annuity distributions under
sections 86.200 to 86.366, payments under the annuity shall satisfy the following
requirements:

a. Theannuity distributions shall be paid in periodic payments made at intervals
not longer than one year;

b. Thedistribution period shall beover alifeor lives, or over aperiod certain not
longer than the period described in subdivision (4) or (5) of this subsection;

c. Once payments have begun over a period certain, the period certain shall not
be changed even if the period certain isshorter than the maximum per mitted;

d. Paymentsshall either be nonincreasing or increase only asfollows:

(i) By an annual percentage increase that does not exceed the annual percentage
increase in a cost-of-living index that is based on prices of all items and issued by the
federal Bureau of Labor Statistics;

(i) To the extent of the reduction in the amount of the member's payments to
providefor asurviving benefit upon death, but only if thebeneficiary whoselifewasbeing
used to determine the distribution period described in subdivision (4) of this subsection
diesor isno longer the member's beneficiary under a qualified domestic relations order
with the meaning of Section 414(p) of the Internal Revenue Code of 1986, as amended,;

(iii) Toprovidecash refundsof employee contributionsupon the member'sdeath;
or
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(iv) To pay increased benefits that result from a revision of sections 86.200 to
86.366.

(b) Theamount distributed on or beforethemember'srequired beginning date, or
if themember diesbeforedistribution begins, thedatedistributionsarerequired to begin
under subparagraph a. or b. of paragraph (b) of subdivision (2) of thissubsection, shall be
the payment that isrequired for one payment interval. The second payment need not be
made until the end of the next payment interval even if the payment interval endsin the
next calendar year. "Payment intervals’ means the periods for which payments are
received, such as bi-monthly, monthly, semi-annually, or annually. All of the member's
benefit accruals as of the last day of thefirst distribution calendar year shall beincluded
in the calculation of theamount of the annuity paymentsfor payment intervalsending on
or after the member'srequired beginning date.

(c) Any additional benefitsaccruingtothemember in acalendar year after thefirst
distribution calendar year shall be distributed beginning with thefirst payment interval
endinginthecalendar year immediately followingthecalendar year in which such amount
accrues.

(4) (a) If the member'sinterest is being distributed in the form of a joint and
survivor annuity for thejoint lives of the member and a nonspouse beneficiary, annuity
paymentsto be madeon or after the member'srequired beginning dateto the designated
beneficiary after themember'sdeath shall not at any timeexceed theapplicableper centage
of theannuity payment for such period that would have been payabletothemember using
the table set forth in Q& A-2 of Section 1.401(a)(9)-6T of the United States Treasury
regulations.

(b) The period certain for an annuity distribution commencing during the
member'slifetimeshall not exceed theapplicabledistribution period for themember under
theUniform LifetimeTableset forth in Section 1.401(a)(9)-9 of theUnited States Treasury
regulations for the calendar year that contains the annuity starting date. If the annuity
starting date precedes the year in which the member reaches age seventy, the applicable
distribution period for the member shall bethedistribution period for age seventy under
theUniform LifetimeTableset forth in Section 1.401(a)(9)-9 of theUnited States Treasury
regulations plus the excess of seventy over the age of the member as of the member's
birthday in theyear that contained the annuity starting date.

(5) () If themember diesbeforethedatedistribution of hisor her interest begins
and thereis a designated beneficiary, the member's entire interest shall be distributed,
beginning no later than the time described in subparagraph a. or b. of paragraph (b) of
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subdivision (2) of this subsection, over the life of the designated beneficiary or over a
period certain not exceeding:

a. Unlesstheannuity startingdateisbeforethefirst distribution calendar year, the
life expectancy of the designated beneficiary determined using the beneficiary's age as of
thebeneficiary'sbirthday in thecalendar year immediately following thecalendar year of
the member'sdeath; or

b. If theannuity starting dateisbeforethefirst distribution calendar year, thelife
expectancy of the designated beneficiary determined using the beneficiary's age as of the
beneficiary'sbirthday in the calendar year that contains the annuity starting date.

(b) If the member dies before the date distributions begin and there is no
designated beneficiary as of September thirtieth of the calendar year following the
calendar year of themember'sdeath, distribution of the member'sentireinterest shall be
completed by December thirty-first of the calendar year containing thefifth anniversary
of the member's death.

(c) If themember diesbeforethedatedistribution of hisor her interest begins, the
member'ssurviving spouseisthemember'ssoledesignated beneficiary, and thesurviving
spousediesbeforedistributionsto the surviving spouse begin, thissubdivision shall apply
asif the surviving spouse wer e the member ; except that, the time by which distributions
shall begin shall be determined without regard to subparagraph a. of paragraph (b) of
subdivision (2) of this subsection.

(6) Asused in thissubsection, the following terms mean:

(@) "Designated beneficiary", the surviving spouse or the individual who is
designated asthebeneficiary under subdivision (4) of section 86.200 or any individual who
isentitled to receive death benefits under section 86.283 or 86.287 and is the designated
beneficiary under Section 401(a)(9) of thel nter nal Revenue Code of 1986, asamended, and
Section 1.401(a)(9)-1, Q& A-4 of the United States Treasury regulations;

(b) " Distribution calendar year", a calendar year for which a minimum
distributionisrequired. For distributionsbeginning beforethe member'sdeath, thefirst
distribution calendar year isthe calendar year immediately preceding the calendar year
which containsthe member'srequired beginning date. For distributionsbeginning after
the member's death, the first distribution calendar year is the calendar year in which
distributions are required to begin under paragraph (b) of subdivision (2) of this
subsection;

(c) "Lifeexpectancy”, life expectancy ascomputed by use of the SingleLife Table
in Section 1.401(a)(9)-9 of the United States Treasury regulations,
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(d) "Required beginning date", April first of the calendar year following the
calendar year in which the member attains age seventy and one-half yearsor, if later, in
which the member terminates employment as a police officer and actually retires.

(7) Notwithstanding any provision in this subsection to the contrary:

(&) A distribution for calendar years 2003, 2004, and 2005 shall not fail to satisfy
Section 401(a)(9) of the Internal Revenue Code of 1986, as amended, merely because the
payments do not satisfy Section 1.401(a)(9)-1, Q& A-1 to Q& A-16 of the United States
Treasury regulations, provided the payments satisfy Section 401(a)(9) of the Internal
Revenue Code of 1986, as amended; and

(b) In the case of an annuity distribution option provided under the terms of
sections 86.200 to 86.366 shall not fail to satisfy Section 401(a)(9) of the Internal Revenue
Code of 1986, as amended, merely because the annuity payments do not satisfy the
requirements of Section 1.401(a)(9)-1, Q& A-1to Q& A-15 of the United States Treasury
regulations, provided the distribution option satisfies Section 401(a)(9) of the Internal
Revenue Code of 1986, as amended, based on a reasonable and good faith inter pretation
of the provisions of Section 401(a)(9) of the Internal Revenue Code of 1986, as amended.

86.253. 1. Upon termination of employment asapolice officer and actual retirement for
service, amember shall receive a service retirement allowance which shall be an amount equal
to two percent of the member's average final compensation multiplied by the number of years
of the member'screditable service, up to twenty-five years, plusan amount equal to four percent
of the member's average final compensation for each year of creditable service in excess of
twenty-fiveyearshbut not in excess of thirty years; plusan additional five percent of themember's
average final compensation for any creditable servicein excessof thirty years. Notwithstanding
the foregoing, the service retirement allowance of a member who does not earn any creditable
service after August 11, 1999, shall not exceed an amount equal to seventy percent of the
member's average final compensation, and the service retirement allowance of a member who
earns creditable service on or after August 12, 1999, shall not exceed an amount equal to
seventy-five percent of the member's average final compensation; provided, however, that the
service retirement allowance of amember who is participating in the DROP pursuant to section
86.251 on August 12, 1999, who returnsto active participation in the system pursuant to section
86.251, and who terminates employment asapolice officer and actually retiresfor reasons other
than death or disability before earning at least two years of creditable service after such return
shall be the sum of (1) the member's service retirement allowance as of the date the member
entered DROP and (2) an additional serviceretirement allowance based solely on the creditable
service earned by the member following the member's return to active participation. The
member's total years of creditable service shall be taken into account for the purpose of
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determining whether the additional allowance attributable to such additional creditable service
istwo percent, four percent or five percent of the member's average final compensation.

2. If, at any time since first becoming a member of the retirement system, the member
has served in the armed forces of the United States, and has subsequently been reinstated as a
policeman within ninety days after the member's discharge, the member shall be granted credit
for such service as if the member's service in the police department of such city had not been
interrupted by the member's induction into the armed forces of the United States. If earnable
compensation is needed for such period in computation of benefitsit shall be calculated on the
basis of the compensation payable to the officers of the member's rank during the period of the
member'sabsence. Notwithstanding any provision of sections86.200 to 86.366 to the contrary,
theretirement system governed by sections 86.200 to 86.366 shall be operated and administered
in accordance with the applicable provisions of the Uniformed Services Employment and
Reemployment Rights Act of 1994, as amended.

3. The service retirement alowance of each present and future retired member who
terminated employment as a police officer and actually retired from service after attaining age
fifty-five or after completing twenty years of creditable service shall be increased annually at a
rate not to exceed three percent as approved by the board of trustees beginning with the first
increase in the second October following the member's retirement and subsequent increasesin
each October thereafter, provided that each increase is subject to a determination by the board
of trusteesthat the consumer priceindex (United States City Average Index) as published by the
United States Department of Labor shows an increase of not |ess than the approved rate during
the latest twel ve-month period for which theindex is available at the date of determination; and
provided further, that if the increaseisin excess of the approved rate for any year, such excess
shall be accumulated asto any retired member and increases may be granted in subsequent years
subject to amaximum of three percent for each full year from October following the member's
retirement but not to exceed atotal percentage increase of thirty percent. In no event shall the
increase described under this subsection be applied to the amount, if any, paid to a member or
surviving spouse of a deceased member for services as a special consultant under subsection 5
of this section or, if applicable, subsection 6 of this section. If the board of trustees determines
that the index has decreased for any year, the benefits of any retired member that have been
increased shall be decreased but not bel ow the member'sinitial benefit. No annual increase shall
be made of less than one percent and no decrease of less than three percent except that any
decrease may be limited in amount by the initial benefit.

4. In addition to any other retirement allowance payable under this section and section
86.250, a member, upon termination of employment as police officer and actua service
retirement, [shall be repaid] may request payment of the total amount of the member's
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mandatory contributions to the retirement system without interest. Upon receipt of such
request, the board shall pay the retired member such total amount of the member's mandatory
contributions to the retirement system to be paid pursuant to this subsection within sixty days
after such retired member's date of termination of employment as a police officer and actual
retirement.

5. Any person who is receiving retirement benefits from the retirement system, upon
application to the board of trustees, shall be made, constituted, appointed and employed by the
board of trustees as a special consultant on the problems of retirement, aging and other matters,
for the remainder of the person'slife or, in the case of a deceased member's surviving spouse,
until the earlier of the person's death or remarriage, and upon request of the board of trustees
shall give opinions and be available to give opinions in writing or orally, in response to such
requests, as may be required. For such services the special consultant shall be compensated
monthly, in an amount which, when added to any monthly retirement benefits being received
from the retirement system, including any cost-of-living increases under subsection 3 of this
section, shall total six hundred fifty dollarsamonth. Thisemployment shall innoway affect any
person's eligibility for retirement benefits under this chapter, or in any way have the effect of
reducing retirement benefits, notwithstanding any provisions of law to the contrary.

86.255. 1. Notwithstanding any other provision of the plan established in sections
86.200 to 86.366, if an eligible rollover distribution becomes payable to a distributee, the
distributee may elect, at the time and in the manner prescribed by the board of trustees, to have
any of the eligible rollover distribution paid directly to an eligible retirement plan specified by
the distributee in a direct rollover.

2. For purposes of this section, the following terms mean:

(1) "Direct rollover", a payment by the board of trustees from the fund to the eligible
retirement plan specified by the distributee;

(2) "Distributee", amember, a surviving spouse or a Spouse,

(3) "Eligible retirement plan”, an individual retirement account described in Section
408(a) of the Internal Revenue Code, an individual retirement annuity described in Section
408(b) of the Internal Revenue Code, or a qualified trust described in Section 401(a) of the
Internal Revenue Codethat acceptsthedistributee'seligiblerollover distribution or, effectivefor
eligiblerollover distributions made on or after January 1, 2002, an annuity contract describedin
Section 403(b) of the Internal Revenue Code or an eligible plan under Section 457(b) of the
Internal Revenue Code which is maintained by a state, political subdivision of a state, or any
agency or instrumentality of a state or political subdivision of a state and which agrees to
separately account for amounts transferred into such plan from this plan, and shall include, for
eligible rollover distributions made on or after January 1, 2002, a distribution to a surviving
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spouse or to a spouse or former spouse who is the aternate payee under a qualified domestic
relations order, as defined in Section 414(p) of the Internal Revenue Code;

(4) "Eligiblerollover distribution”, any distribution of all or any portion of amember's
benefit, other than:

(a) A distribution that isone of aseries of substantially equal periodic payments, made
not less frequently than annually, for thelife or life expectancy of the distributee or for thejoint
lives or joint life expectancies of the distributee and the distributee's designated beneficiary, or
for a specified period of ten years or more;

(b) The portion of adistribution that is required under Section 401(a)(9) of the Internal
Revenue Code; or

(c) Effective for distributions made on or after January 1, 2002, a portion of a
distribution shall not fail to be an eligible rollover distribution merely because the portion
consistsof after-tax empl oyee contributionswhich arenot includablein grossincome. However,
such portion may be transferred only to an individual retirement account or annuity described
in Section 408(a) or (b) of the Internal Revenue Code, or to aqualified defined contribution plan
described in Section 401(a) or 403(a) of the Internal Revenue Code that agrees to separately
account for amounts so transferred, including to separately account for the portion of such
distribution which isincludable in gross income and the portion that is not so includable.

3. Theboard of trustees shall, at least thirty days, but not more than ninety days, before
making an eligible rollover distribution, provide a written explanation to the distributee in
accordance with the requirements of Section 402(f) of the Internal Revenue Code.

4. If the eéligible rollover distribution is not subject to Sections 401(a) and 417 of the
Internal Revenue Code, such eligiblerollover distribution may be madelessthan thirty daysafter
the distributee has received the notice described in subsection 3 of this section, provided that:

(1) The board of trustees clearly informs the distributee of the distributee's right to
consider whether to elect adirect rollover, and if applicable, aparticular distribution option, for
at least thirty days after the distributee receives the notice; and

(2) Thedistributee, after receiving the notice, affirmatively elects a distribution.

5. Notwithstanding any provision of sections86.200t0 86.366 to the contrary, in no
event shall thetrusteespay an eligiblerollover distribution in theamount of fivethousand
dollarsor lessto a member or retired member who has not attained age sixty-two unless
such member or retired member consentsin writing either toreceivesuch distribution in
cash or to have such distribution directly rolled over in accordance with the provisions of
this section.

86.359. If aretroactive payment ismadetoamember, surviving spouse, dependent
child, or other beneficiary under sections 86.200 to 86.366 for any reason, a lump sum
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3 equal tothesum of theretroactive monthly payments, plusinterest, shall bepaid. For this
4 purposeg, interest shall becredited at therate of six per cent annum, compounded annually.
v



