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FIRST REGULAR SESSION
[PERFECTED]

HOUSE BILL NO. 358

96TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES LEARA (Sponsor) AND COLONA (Co-sponsor).
0380L.02P D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To repeal sections 86.252, 86.255, 86.256, 86.294, and 86.354, RSMo, and to enact in lieu
thereof six new sections relating to police retirement.

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

SectionA. Sections86.252, 86.255, 86.256, 86.294, and 86.354, RSMo, arerepealed and
six new sectionsenacted inlieu thereof, to be known as sections 86.252, 86.255, 86.256, 86.294,
86.295, and 86.354, to read as follows:

86.252. 1. Notwithstanding any provision of sections 86.200 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
thelnternal Revenue Codein effect prior to January 1, 2003, including the minimum distribution
incidental benefit requirement of Section 1.401(a)(9)-2 of theincometax regulations. Asof the
first distribution year, distributions, if not made in asingle sum, may only be made over one of
the following periods, or a combination thereof:

(1) Thelifeof the member;

(2) Thelifeof the member and a designated beneficiary;

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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(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) This subsection shall apply for purposes of determining required minimum
distributionsfor calendar yearsbeginning 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
regulations under Section 401(a)(9) of the Internal Revenue Code of 1986, as amended.

(2) (8 Themember'sentireinterest shall be distributed or begin to be distributed to the
member no later than the member's required beginning date.

(b) If the member dies before distributions begin, the member's entire interest shall be
distributed or begin to be distributed no later than as follows:

a. If the member's surviving spouse is the member's sole designated beneficiary,
distributions to 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 the calendar year in which the member would have attained age seventy and one- half years,
if later;

b. If the member's surviving spouse is not the member's sole designated 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 there is no designated beneficiary as of September thirtieth of the calendar year
following the calendar year of the member's death, the member's entire interest shall be
distributed by December thirty-first of the calendar year containing the fifth anniversary of the
member's death;

d. If the member's surviving spouse isthe member's sole designated beneficiary and the
surviving spouse dies after the member but before distribution to the surviving spouse begins,
this paragraph, except for subparagraph a. of this paragraph, shall apply as if the surviving
spouse were the member. For purposes of this paragraph and subdivision (5) of this subsection,
distributions shall be considered to begin on the member's required beginning date, or if
subparagraph d. of this paragraph applies, the date distributions are required to begin to the
surviving spouse under subparagraph a. of this paragraph. If annuity payments irrevocably
commence to the member before the member's required beginning date, or to the member's
surviving spouse before the date of distributions are required to begin to the surviving spouse
under subparagraph a. of thisparagraph, the date of distributions shall be considered to begin the
date distributions actually commence.
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(c) Unlessthemember'sinterest isdistributed in the form of an annuity purchased from
an insurance company or in asingle sum on or before the required beginning date, as of thefirst
distribution calendar year distributions shall be made in accordance with subdivisions (3), (4),
and (5) of this subsection. If the member's interest is distributed in the form of an annuity
purchased from an insurance company, distributions shall be made in accordance with the
requirements of Section 401(a)(9) of the Internal Revenue Code of 1986, as amended, and the
United States Treasury regulations.

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

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

b. Thedistribution period shall be over 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 is shorter than the maximum permitted,;

d. Payments shall either be nonincreasing or increase only as [follows:

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

(if) To the extent of the reduction in the amount of the member's payments to provide
for a surviving benefit upon death, but only if the beneficiary whose life was being used to
determine the distribution period described in subdivision (4) of this subsection dies or is no
longer the member's beneficiary under aqualified domestic rel ations order with the meaning of
Section 414(p) of the Internal Revenue Code of 1986, as amended;

(iif) To provide cash refunds of employee contributions upon the member's death; or

(iv) To pay increased benefits that result from arevision of sections 86.200 to 86.366]
permitted under Q&A-14 of Section 1.401(a)(9)-6 of the United States Treasury
regulations.

(b) Theamount distributed on or before the member's required beginning date, or if the
member dies before distribution begins, the date distributions are required to begin under
subparagraph a. or b. of paragraph (b) of subdivision (2) of this subsection, shall be the payment
that is required for one payment interval. The second payment need not be made until the end
of the next payment interval even if the payment interval ends in the next calendar year.
"Payment intervals' means the periods for which payments are received, such as bimonthly,
monthly, semiannually, or annually. All of the member's benefit accruals as of the last day of



HB 358 4

85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119

the first distribution calendar year shall be included in the calculation of the amount of the
annuity paymentsfor payment interval sending on or after the member's required beginning date.

(c) Any additional benefits accruing to the member in a calendar year after the first
distribution calendar year shall be distributed beginning with the first payment interval ending
in the calendar year immediately following the calendar year in which such amount accrues.

(4) () If the member'sinterest is being distributed in the form of ajoint and survivor
annuity for the joint lives of the member and a nonspouse beneficiary, annuity paymentsto be
made on or after the member's required beginning date to the designated beneficiary after the
member's death shall not at any time exceed the applicable percentage of the annuity payment
for such period that would have been payable to the member using the table set forthin 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's
lifetime shall not exceed the applicable distribution period for the member under the Uniform
Lifetime Table set forth in Section 1.401(a)(9)-9 of the United States Treasury regulations for
the calendar year that containsthe annuity starting date. If the annuity starting date precedesthe
year inwhich the member reaches age seventy, the applicabl e distribution period for the member
shall be the distribution period for age seventy under the Uniform Lifetime Table set forth in
Section 1.401(a)(9)-9 of the United States Treasury regulations plus the excess of seventy over
the age of the member as of the member's birthday in the year that contained the annuity starting
date.

(5) (a) If the member dies before the date distribution of his or her interest begins and
thereis adesignated 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 subdivision (2) of this
subsection, over the life of the designated beneficiary or over a period certain not exceeding:

a. Unless the annuity starting date is before the first distribution calendar year, the life
expectancy of the designated beneficiary determined using the beneficiary's age as of the
beneficiary's birthday in the calendar year immediately following the calendar year of the
member's desth; or

b. If the annuity starting date is before the first distribution caendar year, the life
expectancy of the designated beneficiary determined using the beneficiary's age as of the
beneficiary's birthday 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 the
member's death, distribution of the member's entire interest shall be completed by December
thirty-first of the calendar year containing the fifth anniversary of the member's death.
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(c) If the member dies before the date distribution of his or her interest begins, the
member's surviving spouseisthe member's sol e designated beneficiary, and the surviving spouse
dies before distributions to the surviving spouse begin, this subdivision shall apply as if the
surviving spouse were 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 this subsection, the following terms mean:

(a) "Designated beneficiary”, the surviving spouse or the individual who is designated
as the beneficiary under subdivision (4) of section 86.200 or any individual who is entitled to
receive death benefits under section 86.283 or 86.287 and is the designated beneficiary under
Section 401(a)(9) of the Internal 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 distribution is
required. For distributions beginning before the member's death, thefirst distribution calendar
year isthe calendar year immediately preceding the calendar year which contains the member's
required beginning date. For distributions beginning after the member's death, the first
distribution calendar year isthe calendar year in which distributions are required to begin under
paragraph (b) of subdivision (2) of this subsection;

(c) "Life expectancy”, life expectancy as computed by use of the Single Life Table in
Section 1.401(a)(9)-9 of the United States Treasury regulations;

(d) "Required beginning date", April first of the calendar year following the calendar
year inwhich 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) A distributionfor calendar years2003, 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-1to Q& A-16 of the United States Treasury regul ations,
provided the payments satisfy Section 401(a)(9) of the Interna Revenue Code of 1986, as
amended; and

(b) [Inthe 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- 1 to 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, asamended,
based on areasonable and good faith interpretation of the provisions of Section 401(a)(9) of the
Internal Revenue Code of 1986, as amended.] Under Section 1.401(a)(9)-1, Q& A-2(d) of the
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United States Treasury regulations, the plan shall be treated as having complied with
Section 401(a)(9) of theInter nal Revenue Code of 1986, asamended, for all year stowhich
Section 401(a)(9) of thelnternal Revenue Code of 1986, asamended, appliestotheplan if
the plan complieswith areasonable and good faith inter pretation of Section 401(a)(9) of
the Internal Revenue Code of 1986, as amended.

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, asurviving spouse[or] , aspouse, or former spouse who
is the alternate payee under a qualified domestic relations order, as defined in Section
414(p) of the Internal Revenue Code of 1986, as amended, or, effective for distributions
made on or after January 1, 2010, a nonspouse beneficiary;

(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
Spouse or to a spouse or former spouse who is the alternate payee under a qualified domestic
relations order, as defined in Section 414(p) of the Internal Revenue Code. Effective for
distributionsmadeon or after January 1, 2008, eligibleretirement plan shall alsoinclude
aRoth IRA asdescribed in Section 408 of the I nter nal Revenue Code of 1986, asamended,
provided that for distributions made on or after January 1, 2010, to a nonspouse
beneficiary, an eligibleretirement plan shall includeonly anindividual r etirement account
described in Section 408(a) of the Internal Revenue Code of 1986, as amended, an
individual retirement annuity described in Section 408(b) of thel nter nal Revenue Code of
1986, asamended, or a Roth |RA described in Section 408A of the I nternal Revenue Code
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of 1986, asamended, that isan inherited individual retirement account or annuity under
Section 408 of the I nternal Revenue Code of 1986, as amended;

(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 lessfrequently than annually, for thelife or life expectancy of the distributee or for thejoint
livesor 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,
for distributions made before January 1, 2007, 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
incomeand the portion that isnot soincludable; for distributionsmadeon or after January 1,
2007, such portion may also be transferred to an annuity contract described in Section
403(b) of theInter nal Revenue Code of 1986, asamended, or to aqualified defined benefit
plan described in Section 401(a) of the Internal Revenue Code of 1986, as amended, that
agreesto separately account for amounts so transferred, including to separately account
for the portion of such distribution which isincludable in grossincome and the portion
that is not so includable; and for distributions made on or after January 1, 2008, such
portion may also betransferred to a Roth IRA described in Section 408A of the Internal
Revenue Code of 1986, as amended.

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 éigible rollover distribution is not subject to Sections 401(a) and 417 of the
Internal Revenue Code, such eligiblerollover distribution may bemadelessthan 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, a particular distribution option, for
at least thirty days after the distributee receives the notice; and
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(2) Thedistributee, after receiving the notice, affirmatively elects a distribution.

5. Notwithstanding any provision of sections 86.200 to 86.366 to the contrary, in no
event shall thetrusteespay an eligiblerollover distributionintheamount of fivethousand dollars
or lessto amember or retired member who has not attained age sixty-two unless such member
or retired member consents in writing either to receive such distribution in cash or to have such
distribution directly rolled over in accordance with the provisions of this section.

86.256. 1. In no event shall amember's annual benefit paid under the plan established
pursuant to sections 86.200 to 86.366 exceed the amount specified in Section 415(b)(1)(A) of
the Internal Revenue Code, as adjusted for any applicable increases in the cost of living, asin
effect on thelast day of the plan year, including any increases after the member's termination of
employment.

2. Effectivefor limitation years beginning after December 31, 2001, in no event shall the
annual additions to the plan established pursuant to sections 86.200 to 86.366, on behalf of the
member, including the member's own mandatory contributions, exceed the [lesser of:

(1) One hundred percent of the member's compensation, as defined for purposes of
Section 415(c)(3) of the Internal Revenue Code, for the limitation year; or

(2) Forty thousand dollars, as adjusted for increases in the cost of living under Section
415(d) of the Internal Revenue Code.

3. Effectivefor limitation years beginning prior to January 1, 2000, in no event shall the
combined plan limitation of Section 415(e) of the Internal Revenue Code be exceeded; provided
that, if necessary to avoid exceeding such limitation, the member's annual benefit under the plan
established pursuant to sections 86.200 to 86.366 shall be reduced to the extent necessary to
satisfy such limitations] amount specified in Section 415(c) of the I nternal Revenue Code of
1986, as amended, as adjusted for any applicable increases in the cost of living under
Section 415(d) of the Internal Revenue Code of 1986, as amended, asin effect on the last
day of the plan year.

[4.] 3. For purposes of this section, Section 415 of the Internal Revenue Code, including
the special rules under Section 415(b) applicable to governmental plans and qualified
participants empl oyed by apoliceor firedepartment, isincorporated in this section by reference.

86.294. 1. Notwithstanding any other provision of the plan established in sections
86.200 to 86.366, and subject to the provisions of subsections 2[, 3, and 4] and 3 of this section,
effective January 1, 2002, the plan shall accept a member's rollover contribution or direct
rollover of an eligible rollover distribution made on or after January 1, 2002, from a qualified
plan described in Section 401(a) or 403(a) of the Internal Revenue Code, or an annuity contract
described in 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
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state, or any agency or instrumentality of a state or political subdivision of a state, and that
would otherwisebeincludablein grossincome. The planwill also accept amember'srollover
contribution of the portion of a distribution from an individual retirement account or annuity
described in Section 408(a) or (b) of the Internal Revenue Code that is eligible to berolled over
and would otherwise be includable in grossincome. The plan will accept a member'sdirect
rollover of an eligible rollover distribution made on or after October 1, 2011, from a
qualified plan described in Section 401(a) or 403(a) of the I nter nal Revenue Code of 1986,
as amended, or an annuity contract described in Section 403(b) of the Internal Revenue
Codeof 1986, asamended, that includesafter -tax employeecontributions, other than Roth
contributionsdescribed in Section 402A of thel nter nal Revenue Codeof 1986, asamended,
that are not includable in gross income and shall separately account for such after-tax
amounts.

2. Except tothe extent specifically permitted under proceduresestablished by the
board of trustees, the amount of such rollover contribution or direct rollover of an eligible
rollover distribution shall not exceed the amount required to repay the member's accumulated
contributions plus the applicable members' interest thereon from the date of withdrawal to the
date of repayment in order to receive credit for such prior service in accordance with section
86.210, to the extent that Section 415 of the Internal Revenue Code does not apply to such
repayment by reason of subsection (k)(3) thereof, or to purchase permissive service credit, as
defined in Section 415(n)(3)(A) of the Internal Revenue Code, for the member under the plan
in accordance with the provisions of section 105.691.

3. Acceptance of any rollover contribution or direct rollover of an eligible rollover
distribution under this section shall be subject to the approval of the board of trustees and shall
be made in accordance with procedures established by the board of trustees.

[4. In no event shall the plan accept any rollover contribution or direct rollover
distribution to the extent that such contribution or distribution consists of after-tax employee
contributions which are not includable in gross income.]

86.295. Notwithstanding any provision of sections86.200t0 86.366 tothecontrary,
if amember dieson or after January 1, 2007, while performing qualified military service,
as defined in Section 414(u)(5) of the Internal Revenue Code of 1986, as amended, the
member's surviving spouse and other dependents shall be entitled to any benefits, other
than benefit increasesrelatingtotheperiod of qualified military service, and therightsand
features associated with those benefits which would have been provided under sections
86.280 and 86.290if themember had returned to active serviceasa police officer and died
whilein active service.
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86.354. A member'sbenefit shall be one hundred percent vested and nonforfeitable upon
thefirst of the following to occur:

(1) Themember'sattainment of agefifty-five, the normal retirement age [of the earlier
of age fifty-five] ; or

(2) Themember'scompletion of twenty years of creditable serviceregar dless of age;
or[, if earlier, and to the extent funded, upon]

(3) Thetermination of the plan established pursuant to sections 86.200 to 86.366, tothe
extent the plan isfunded.

Forfeitures of any nature under such plan shall not be used to increase the benefits of any
member, but shall be used to reduce the city's contributions pursuant to section 86.243.
T



