January 16, 1998

SENATE BILL No. 127

DIGEST OF SB 127 (Updated January 15, 1998 1:17 pm - DI 73)

Citations Affected: IC5-10.2; IC5-10.3; IC 21-6.1; | C 36-8; noncode.

Synopsis: Public retirement funds. Makesthefollowing changesto the
public retirement funds: (1) Removes the deadlines on time available
to purchase certain types of service credit in the public employees
retirement fund (PERF) and the I ndiana state teachers ' retirement fund
(TRF). (2) Adds aclaim period for death in service benefitsin PERF
and TRF. (3) Allowstransfer of partial service in PERF and TRF. E4
Specifies disability payments procedures for PERF and TRF. (5

Allows credit for adoption leave under TRF. (6) Provides the TRF
board with the authority to review records of public entities that
contribute to TRF. (7) Allows the TRF board to impose a penalty for
late reportsand payments. (8) Allowsasurviving spouseor asurviving
dependent of amember of PERF or TRF who is entitled to a survivor
benefit to elect to receive alump sum payment or an amount equal to
the member'sfederal incometax basisin the member's annuity savings

(Continued next page)

Effective: Seetext of hill.

Harrison

January 6, 1998, read first time and referred to Committee on Pensions and Labor.
January 15, 1998, amended, reported favorably — Do Pass.
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Digest Continued

account as of December 31, 1986. (9) Provides that a member of TRF
may purchase substitute teaching service credit under certain
conditions. (10) Excludes from TRF substitute teachers who do not
have an associate or baccalaureate degree. (11) In the 1977 police
officers and fi reefxia?hters' pension and disability fund (the 1977 fund),
changes the appeal process for the degree of impairment to be similar
to the process of the determination of disability. (12) Provides that for
certain members of the 1977 fund, credit will begiveninthe 1977 fund
for one-third of the member'syearsof participationin PERF asapolice
officer, a firefighter, or an emergency medical technician. (13)
Provides that contracts entered into by the PERF board or TRF board
may be for aterm of not more than five years, with an ability to renew.
(The introduced version of this bill was prepared by the pension
management oversight commission.)
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January 16, 1998

Second Regular Session 110th General Assembly (1998)

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Congtitution) isbeing amended, thetext of the existing provision will appear inthisstyletype,
additions will appear in this style type, and deletions will appear in this styte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear inthat styletypeintheintroductory clause of each SECTION that adds
anew provision to the Indiana Code or the Indiana Constitution.

Conflict reconciliation: Text in astatuteinthis style type or this style type reconciles conflicts
between statutes enacted by the 1997 General Assembly.

SENATE BILL No. 127

A BILL FOR AN ACT to amend the Indiana Code concerning
pensions.

Be it enacted by the General Assembly of the State of Indiana:

SECTION 1. IC 510.2-3-1 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1998]: Sec. 1. (a) Each member's
creditable service, for the purpose of computing benefits under this
article, consistsof al servicein aposition covered by aretirement fund
plus all other service for which the retirement fund law gives credit.

(b) No member may berequired to pay any contributionsfor service
before heiscovered by thisarticleasacondition precedent to receiving
benefits under this article. However, he must furnish proof of the
service to the board of the fund under which he claims service.

(c) A member who has past service as an employee of the state or
a participating political subdivision in a position which was not
covered by theretirement fund isentitled to credit for thisserviceif the
position becomes covered before January 1, 1985, by the Indiana state
teachers' retirement fund, the public employees retirement fund, or the
retirement fund for the state board of accounts and if he submits proof
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of the service to the secretary of the fund in which he claims service.

(d) A member who has past service in a position that was not
covered by theretirement fund isentitled to credit for thisserviceif the
position becomes covered after December 31, 1984, by afund while he
holds that position or ancther position with the same employer and if
he submits proof of the service to the director of the fund in which he
claims service.

(e) The proof required by this section must:

(2) be submitted in aform approved by the director;

(2) contain dates and nature of service and other information
required by the director; and

(3) be certified by the governing body or its agent.

(f) A member who isastate employeeisentitled to servicecredit for
the time the member is receiving disability benefits under adisability
plan established under IC 5-10-8-7.

(g) If aparticipant in the legislators' defined benefit plan does not
become entitled to abenefit from that plan, the PERF board or the TRF
board shall include the participant's service in the general assembly in
the determination of eligibility for, and computation of, benefits under
PERF or TRF at the time the participant would be eligible to receive
benefits under PERF or TRF. After benefits commence under PERF or
TRF with the general assembly service included, the participant's
general assembly service may not be used for the computation of
benefits under IC 2-3.5-4.

(h) A member may receive service credit for all or part of the
member’s creditable service in another governmental retirement
plan under IC 5-10.3-7-4.5and IC 21-6.1-4-4.5. Amember may not
receive credit for service for which the member receives service
credit in another retirement plan maintained by a state, a political
subdivision, or an instrumentality of the state for service that
PERF or TRF would otherwise give credit.

(i) A member may use all or part of the member's creditable
service under PERF or TRF in another governmental retirement
plan under the terms of the other plan. Creditable service used
under the other governmental retirement plan may not be used in
PERF or TRF.

SECTION 2. IC 5-10.2-3-5 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1998]: Sec. 5. Suspension of
Membership. (a) A member who is not eligible for retirement or
disability retirement may suspend his membership if he terminates
employment. After five (5) continuous yearsin which he performs no
service, hismembership shall beautomatically suspended by the board
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unless he is vested status. The board may establish rdte rules for
deferring the effective date of a suspension of membership. The
deferral may not be for more than six (6) months.

(b) On resuming service the member may claim as creditable
service the period of employment before the suspension of
membership, but only to the extent that the same period of
employment is not being used by another governmental plan for
purposes of the member’s benefit in the other governmental plan.

SECTION 3. IC 5-10.2-3-7.5, AS AMENDED BY P.L.35-1996,
SECTION 1, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 1998]: Sec. 7.5. (&) A surviving dependent or surviving
spouse of amember who diesin serviceisentitled to asurvivor benefit
if:

(1) the member dies after March 31, 1990;
(2) the member has:
(A) at least ten (10) years of creditable service, if the member
died in service as a member of the genera assembly;
(B) at least fifteen (15) years of creditable service, if the
member died in service in any other position covered by the
retirement fund; or
(C) at least ten (10) years but not more than fourteen (14)
years of creditable serviceif the member:
(i) was at least sixty-five (65) years of age; and
(ii) died in service in a position covered by the teachers
retirement fund; and
(3) the surviving dependent or surviving spouse qualifies for a
survivor benefit under subsection (b) or (c).

(b) If amember described in subsection (a) dies with a surviving
spouse who was married to the member for at least two (2) years, the
surviving spouse is entitled to a survivor benefit equal to the monthly
benefit that would have been payable to the spouse under the joint and
survivor option of 1C 5-10.2-4-7 upon the member's death following
retirement at:

(1) fifty (50) years of age; or

(2) the actual date of death;
whichever islater. However, benefits payabl e under thissubsection are
subject to subsections (€) and (g).

(c) If amember described in subsection (a) dieswithout asurviving
spouse who was married to the member for at least two (2) years, but
with a surviving dependent, the surviving dependent is entitled to a
survivor benefit in amonthly amount equal to the actuarial equivalent
of the monthly benefit that would have been payable to the spouse
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(assuming the spouse would have had the same birth date as the
member) under the joint and survivor option of |C 5-10.2-4-7 upon the
member's death following retirement at:

(1) fifty (50) years of age; or

(2) the actual date of death;
whichever is later. If there are two (2) or more surviving dependents,
the actuarial equivalent of the benefit described in this subsection shall
be calculated and, considering the dependents' attained ages, an equal
dollar amount shall be determined as the monthly benefit to be paid to
each dependent. Monthly benefits under this subsection are payable
until the date the dependent becomes eighteen (18) yearsof ageor dies,
whichever is earlier. However, if a dependent is permanently and
totally disabled (using disability guidelines established by the Social
Security Administration) at the date the dependent reaches eighteen
(18) years of age, the monthly benefit is payable until the date the
dependentisnolonger disabled (using disability guidelinesestablished
by the Socia Security Administration) or dies, whichever is earlier.
Benefits payable under this subsection are subject to subsections (€)
and (g).

(d) Except as provided in subsections (e) and (h), the surviving
spouse or surviving dependent of a member who is entitled to a
survivor benefit under subsection (b) or (c) or section 7.6 of this
chapter may elect to receive alump sum payment of the total amount
credited to the member in the member's annuity savings account or an
amount equal to the member's federal income tax basis in the
member’s annuity savings account as of December 31, 1986. A
surviving spouse or surviving dependent who makes such an election
is not entitled to an annuity as part of the survivor benefit under
subsection (b) or (c) or section 7.6 of this chapter to the extent of the
lump sum payment.

(e) If amember described in subsection (a) or section 7.6(a) of this
chapter is survived by a designated beneficiary who is hot a surviving
spouse or surviving dependent entitled to a survivor benefit under
subsection (b) or (¢) or section 7.6 of this chapter, the following
provisions apply:

(1) If the member is survived by one (1) designated beneficiary,
the designated beneficiary isentitled to receivein alump sumthe
amount credited to the member'sannuity savingsaccount, lessany
disability benefits paid to the member.

(2) If the member is survived by two (2) or more designated
beneficiaries, the designated beneficiaries are entitled to receive
in a lump sum equal shares of the amount credited to the
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member's annuity savings account, less any disability benefits
paid to the member.

(3) If the member is also survived by a spouse or dependent who
is entitled to a survivor benefit under subsection (b) or (c) or
section 7.6 of this chapter, the surviving spouse or dependent is
not entitled to an annuity or a lump sum payment as part of the
survivor benefit.

(H) If amember dies:

(1) without a surviving spouse or surviving dependent who
qualifies for survivor benefits under subsection (b) or (c) or
section 7.6 of this chapter; and
(2) without a surviving designated beneficiary who is entitled to
receive the member's annuity savings account under subsection
(e);
the amount credited to the member's annuity savings account, less any
disability benefits paid to the member, shall be paid to the member's
estate.

(g) Survivor benefitspayableunder thissection or section 7.6 of this
chapter shall be reduced by any disability benefits paid to the member.

(h) Additional annuity contributions, if any, shall not beincludedin
determining survivor benefits under subsection (b) or (c) or section 7.6
of this chapter, but are payable in alump sum payment to:

(2) the member's surviving designated beneficiary; or
(2) the member's estate, if there is no surviving designated
beneficiary.

(i) Survivor benefits provided under this section or section 7.6 of
this chapter are subject to IC 5-10.2-2-1.5.

(i) A benefit specified in this section shall be forfeited and
credited to the member's retirement fund if no person entitled to
the benefit claims it within three (3) years after the member's
death. However, the board may honor a claim that is made more
than three (3) years after the member's death if the board finds, in
the board’s discretion, that:

(1) the delay in making the claim was reasonable or other
extenuating circumstances justify the award of the benefit to
the claimant; and

(2) paying the claim would not cause a violation of the
applicable Internal Revenue Service rules.

SECTION 4. IC 510.2-4-6 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVEAPRIL 1, 1998]: Sec. 6. (8) A member who
becomes disabled while i active service receiving a salary or
employer provided income protection benefits or who is on leave
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under the Family and Medical Leave Act may retirefor theduration
of his disability if:
(1) the member has at least five (5) years of creditable service
prior to the:
(A) termination of a salary or employer provided income
protection benefits or Family and Medical Leave Act
leave; or
(B) exhaustion of all worker's compensation benefits;
(2) the member has qualified for Socia Security disability
benefits and has furnished proof of the Social Security
qualification to the board; and
(3) at least once each year until the member reaches age sixty-five
(65) arepresentative of theboard verifiesthe continued disability.
For the purposes of this section, a member of the public employees
retirement fund who has qualified for disability benefits under the
federal civil service systemis considered to have met the requirement
of subdivision (2) if he furnishes proof of the qualification to the board
of the public employees retirement fund.

(b) Fhe month feHowing the date of Benefits for disability the
member ts entitted to recetve abenefit tnder thisseetion: shall be paid
beginning with the month following the onset of disability as
determined by the Social Security Administration. Thebenefitisthe
retirement benefit specifiedin section 4 of thischapter withthe pension
computed using only the years of creditable service worked to the date
of disability and without reduction for early retirement. However, the
monthly disability retirement benefit may not belessthan one hundred
dollars ($100).

(c) The member may have his benefit paid under any of the
retirement benefit options specified in section 7 of thischapter, except
that the member may not choose to have the member's disability
retirement benefit paid under the method specified under section
7(b)(3) of this chapter.

(d) This section appliesto:

(1) a member of the public employees' retirement fund who
became disabled after June 30, 1973; and

(2) amember of the Indiana state teachers' retirement fund who
becomes disabled after June 30, 1984, and who chooses disability
retirement under this section.

(e) To the extent required by the Americans with Disabilities Act
(42 U.S.C. 12101 et seq.) and any amendments and regulations to the
Act, thetranscripts, records, and other material compiled to determine
the existence of adisability shall be:
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1 (2) kept in separate medical files for each member; and
2 (2) treated as confidential medical records.
3 () A member may continue to receive disability benefits from
4 the public employees’ retirement fund or the Indiana state
5 teachers' retirement fund so long as the member is entitled to
6 receive Social Security benefits, including periods of trial
7 employmentor rehabilitation under the Social Security guidelines.
8 However, during a period of trial employment or rehabilitation
9 service credit may not be granted under the public employees'
10 retirement fund or the Indiana state teachers' retirement fund.
11 SECTION 5. IC 5-10.3-3-8 IS AMENDED TO READ AS
12 FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 8. (a) The board may:
13 (1) establish rules and regulations for the administration of the
14 fund;
15 (2) make contracts and sue and be sued asthe board of trustees of
16 the public employees retirement fund of Indiana;
17 (3) delegate duties to its employees;
18 (4) enter into agreements with one (1) or more insurance
19 companies to provide life, hospitalization, surgical, medical, or
20 supplemental Medicare insurance, utilizing individual or group
21 insurance policies for retired members of the fund, and, upon
22 authorization of the respective member, deduct premium
23 paymentsfor such policiesfrom the members retirement benefits
24 and remit the payments to the insurance companies;
25 (5) enter into agreements with one (1) or more insurance
26 companies to provide annuities for retired members of the fund,
27 and, upon amember's authorization, transfer the amount credited
28 to the member in the annuity savings account to the insurance
29 companies,
30 (6) whenever the fund's membership is sufficiently large for
31 actuarial valuation, establish an employer's contribution rate for
32 al employers, including employerswith special benefit provisions
33 for certain employees,
34 (7) amortize prior serviceliability over aperiod of forty (40) years
35 or less; and
36 (8) recover payments made under false or fraudulent
37 representation.
38 (b) An agreement under subsection (a)(4) may be for aduration of
39 three (3) years.
40 (c) A contract under subsection (a)(2) may be for a term of not
41 more than five (5) years, with an ability to renew thereafter.
42 SECTION 6. IC 5-10.3-7-4.5, AS ADDED BY P.L.5-1997,
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SECTION 4, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 1998]: Sec. 4.5. (@) As used in this section, "out-of-state
service" means service in another state in a comparable position that
would be creditable service if performed in Indiana.

(b) Subject to subsections (c) through (f), amember may purchase
out-of-state service credit if the member meets the following
reguirements:

(1) The member has at least one (1) year of creditable servicein
the fund.
(2) Before the member retires, the member makes contributions
to the fund as follows:
(A) Contributions that are equal to the product of the
following:
(i) The member's salary at the time the member actually
makes a contribution for the service credit.
(ii) A rate, determined by the actuary of the fund, based on
the age of the member at the time the member actually
makes a contribution for service credit and computed to
result in a contribution amount that approximates the
actuarial present value of the benefit attributable to the
service credit purchased.
(iii) The number of years of out-of-state service the member
intends to purchase.
(B) Contributionsfor any accrued interest, at arate determined
by the actuary for the fund, for the period from the member's
initial membership in the fund to the date payment is made by
the member.
(3) The member has received verification from the fund that the
out-of-state serviceis, as of that date, valid.

(c) Out-of-state years that qualify a member for retirement in an
out-of-state system or in any federa retirement system may not be
granted under this section.

(d) At least ten (10) years of servicein Indianaisrequired beforea
member may receive a benefit based on out-of-state service credits.

(e) A member who:

(1) terminates employment before satisfying the digibility
reguirements necessary to receive a monthly allowance; or
(2) receives a monthly allowance for the same service from
another tax supported public employeeretirement plan other than
under the Social Security Act;
may withdraw the purchase amount plus accumulated interest after
submitting a properly completed application for arefund to the fund.
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1 () Thefollowing apply to the purchase of service credit under this
2 section:
3 1) A member may ptrchase service eredit not tater than:
4 {A) 3ty & 2998; or
5 B} four (4) years after the member becomes etigibte to
6 ptrchase the service eredit:
7 whichever is tater:
8 2 (1) Theboard may allow amember to make periodic payments
9 of thecontributionsrequired for the purchase of the service credit.
10 The board shall determine the length of the period during which
11 the payments must be made.
12 €3) (2) The board may deny an application for the purchase of
13 service credit if the purchase would exceed the limitations under
14 Section 415 of the Internal Revenue Code.
15 ) (3) A member may not claim the service credit for purposes of
16 determining eligibility or computing benefits unless the member
17 has made all payments required for the purchase of the service
18 credit.
19 SECTION 7. IC 21-6.1-3-7 IS AMENDED TO READ AS
20 FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 7. (a) The board may:
21 (1) adopt and enforce bylaws regarding the department's
22 administration and the control and investment of the fund;
23 (2) employ staff, who are not trustees, to perform clerical work
24 needed by the board;
25 (3) bond employees for the fund's protection;
26 (4) receive from the federal government the state's share of the
27 cost of the pension contribution for amember on leave of absence
28 to work in afederally supported educational project;
29 (5) sue and be sued as the board of trustees of the Indiana state
30 teachers' retirement fund;
31 (6) summon and examine witnesses when adjusting claims;
32 (7) require, when adjusting disability claims, medica
33 examinations by doctors approved or appointed by the board,;
34 however, not more than two (2) examinations may be conducted
35 inone (1) year;
36 (8) conduct investigations to help determine the merit of aclaim;
37 (9) meet any emergency which may arise in the administration of
38 itstrust;
39 (10) determine other matters regarding its trust which are not
40 specified;
41 (11) enter into agreements with one (1) or more insurance
42 companies to provide life, hospitalization, surgical, medical, or
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1 supplemental Medicare insurance, utilizing individual or group
2 insurance policiesfor retired teachers, and, upon authorization of
3 the respectiveretired teacher, deduct premium paymentsfor such
4 policies from the teachers retirement benefits and remit the
5 payments to the insurance companies; and
6 (12) enter into agreements with one (1) or more insurance
7 companies to provide annuities for retired teachers and upon a
8 member's authorization transfer the amount credited to the
9 member in the annuity savings account to the insurance
10 companies.
11 (b) An agreement under subsection (a)(11) may befor aduration of
12 three (3) years.
13 (c) This subsection does not apply to an agreement under
14 subsection (a)(11). A contract that the board enters into under
15 section 9(b) of this chapter or any other provision may be for a
16 term of not more than five (5) years, with an ability to renew
17 thereafter.
18 SECTION 8. IC 21-6.1-4-1 IS AMENDED TO READ AS
19 FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 1. (a) The members of
20 the fund include:
21 (1) legally qualified and regularly employed teachersinthe public
22 schoals;
23 (2) persons employed by a governing body, who were qualified
24 before their election or appointment;
25 (3) legally qualified and regularly employed teachersat Ball State
26 University, Indiana State University, University of Southern
27 Indiana, or Vincennes University;
28 (4) legally qualified and regularly employed teachers in a state
29 educational institution supported wholly by public money and
30 whose teachers devote their entire time to teaching;
31 (5) legaly qualified and regularly employed teachers in state
32 benevolent, charitable, or correctional institutions;
33 (6) legaly qualified and regularly employed teachers in an
34 experimental school in astate university who teach elementary or
35 high school students;
36 (7) as determined by the board, certain instructors serving in a
37 university extension division not covered by a state retirement
38 law;
39 (8) employees and officers of the department of education and of
40 thefund who were qualified before their el ection or appointment;
41 and
42 (9) aperson:
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(A) whoisemployed asanurse appointed under 1C 20-8.1-7-5
by a school corporation located in a city having a population
of morethan one hundred ten thousand (110,000) but lessthan
one hundred twenty thousand (120,000); and

(B) who participated in thefund before December 31, 1991, in
the position described in clause (A).

(b) Teachers in any state institution who accept the benefits of a
state supported retirement benefit system comparable to the fund's
benefits may not come under the fund unless permitted by law or the
rules of the board.

(c) The members of the fund do not include substitute teachers
who have not obtained an associate degree or a baccalaureate
degree.

SECTION 9. IC 21-6.1-4-4.5, AS AMENDED BY P.L.25-1994,
SECTION 9, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 1998]: Sec. 4.5. (a) "Out-of-state service" means service in
any state in a comparable position which would be creditable service
if performed in Indiana. The term includes comparable service
performed on a United States military installation, in afederal prison,
or at an educational facility operated or supervised by the Bureau of
Indian Affairs.

(b) In computing the service credit for each member who began
teaching inIndianabefore July 1, 1981, and who has served asapublic
school teacher out of state, the board may include the greater of eight
(8) yearsor one (1) year of out-of-state service for every four (4) years
of in-state service; however, this out-of-state service may be included
only if rendered before July 1, 1981.

(c) In addition, amember may purchase out-of-state service credit
which has not been claimed under subsection (b) ef this section;
subject to thelimitations of subsections(d) and (e) of thisseetion; if he:

(1) has at least one (1) year of creditable service in the teachers
retirement fund;
(2) makes contributions, before he retires, to the teachers
retirement fund:
(A) which are equal to the product of the following:
(i) the member's salary when the member first becomes a
member of the teachers retirement fund, for service credit
purchased before January 1, 1994, or the member's salary at
the time the member actually makes a contribution for the
service credit, for service credit purchased after December
31, 1993;
(i) normal cost, asdetermined by the actuary of theteachers
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retirement fund (For purposes of this chapter, "normal cost"
means the value of the annual amount required to fund the
prospective benefits promised an employee for the work he
has performed.) for service credit purchased before January
1, 1994, or a percentage rate, as determined by the actuary
of the teachers' retirement fund, based on the age of the
member at the time the member actually makes a
contribution for service credit and computed to result in a
contribution amount that approximatesthe actuarial present
value of the benefit attributable to the service credit
purchased, for service credit purchased after December 31,
1993; and
(iii) the number of years of out-of-state service the member
intends to purchase; and

(B) for any accrued interest, at a rate determined by the

actuary for the teachers' retirement fund, for the period from

the member's initial membership in the teachers' retirement

fund to the date payment is made by the member; and

(3) has received verification from the teachers' retirement fund
that the out-of -state serviceis, as of that date, valid.

(d) Out-of-state years which qualify a member for retirement in an
out-of-state system or in any federa retirement system may not be
granted under this section.

(e) After April 1, 1965, at least ten (10) years of in-state serviceis
required before a member may claim any out-of-state service credits.

(f) A member who:

(1) terminates employment before satisfying the eligibility
requirements necessary to receive a monthly allowance; or
(2) receives a monthly allowance for the same service from
another tax supported public employeeretirement plan other than
under the Socia Security Act;
may withdraw the personal contributions made under the contributory
plan plus accumulated interest after submitting a properly completed
application for arefund to the teachers' retirement fund.

(g) Thefollowing apply to the purchase of service credit under this
section after July 1, $993: 1998:

1) A member may purchase service eredit not tater than the tater
of:

tA) dty 1 1998; or

B} four (4) years after the member becomes etigible to
2 (1) Theboard may allow amember to make periodic payments
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of the contributionsrequired for the purchase of the service credit.
The board shall determine the length of the period during which
the payments must be made.

£3) (2) The board may deny an application for the purchase of
service credit if the purchase would exceed the limitations under
Section 415 of the Internal Revenue Code.

) (3) A member may not claim the service credit for purposes of
determining eligibility or computing benefits unless the member
has made all payments required for the purchase of the service
credit.

(h) Contributions received after July 1, 1993, for the purchase of
service credit under this section must be applied against the unfunded
accrued liability of the fund.

SECTION 10. IC 21-6.1-4-4.6 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE JULY 1, 1998]: Sec. 4.6. (a) As used in this section,
“substitute teaching service™ means service in Indiana as a
substitute teacher that is not covered under section 1(c) of this
chapter, but is served by a person who has other service that is
covered under section 1(a) of this chapter.

(b) A member may purchase substitute teaching service if:

(1) the member has at least one (1) year of creditable service
in the fund;
(2) the member makes contributions, before the member
retires, to the fund:
(A) that are equal to the product of the following:
(i) the member’s salary at the time the member actually
makes a contribution for the service credit;
(ii) a percentage rate, as determined by the actuary of
the fund, based on the age of the member at the time the
member makes a contribution for service credit and
computed to result in a contribution amount that
approximates the actuarial present value of the benefit
attributable to the service credit purchased; and
(iii) the number of years of substitute teaching service
the member intends to purchase; and
(B) for any accrued interest, at a rate determined by the
actuary of the fund, for the period from the member's
initial membership in the fund to the date payment is made
by the member; and
(3) the fund receives verification from the school corporation
that the substitute teaching service occurred.

SB 127—LS 6263/DI1 79



O©CoO~NOOOULDAWNPRE

-b-b-b0.)000.)000.)ﬁOJQ)OJQ)NNNNNNNNNNI—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘I—‘
NP OWOOWLNO O WNPOOWONOUR,RWNRPODOO~NOODMWDNEO

14

(c) Service for years of substitute teaching that qualify a
member for retirement in an out-of-state system or in any federal
retirement system may not be granted under this section.

(d) A member who:

(1) terminates employment before satisfying the eligibility
requirements necessary to receive a monthly allowance; or
(2) receives a monthly allowance for the same service from
another tax supported public employee retirement plan other
than under the Social Security Act;
may withdraw the personal contributions made under the
contributory plan plus accumulated interest after submitting to the
fund a properly completed application for a refund.

(e) The following apply to the purchase of service credit under
this section:

(1) The board may allow a member to make periodic
payments of the contributions required for the purchase of
the service credit. The board shall determine the length of the
period during which the payments must be made.

(2) The board may deny an application for the purchase of
service credit if the purchase would exceed the limitations
under Section 415 of the Internal Revenue Code.

(3) A member may not claim the service credit for purposes
of determining eligibility or computing benefits unless the
member has made all payments required for the purchase of
the service credit.

SECTION 11. IC 21-6.1-4-5, AS AMENDED BY P.L.5-1997,
SECTION 9, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 1998]: Sec. 5. (a) Except as provided in IC 21-6.1-4-6.1, a
member may be given credit for leaves of absence for study,
professional improvement, and temporary disability so long as the
leave credit does not exceed one-seventh of the total years of service
claimed for retirement, referred to as the one-seventh rule. A member
granted aleave in these instances for exchange teaching and for other
educational employment approved individualy by the board is
considered ateacher and is entitled to the benefits of the fund if for or
during the leave the member pays into the fund the member's
contributions. A leavefor other educational employment isnot subject
to the one-seventh rule.

(b) In each case of ateacher requesting aleave of absence to work
in afederally supported educational project, the board must determine
that the project is educational in nature and serves state citizens who
might otherwise be served by the public schools or public institutions
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of higher education. The board shall make this determination for aone
(1) year period, which is later subject to review and reapproval.

(c) Subject to this chapter, leaves of absence, specified in
IC 20-6.1-6-1, IC 20-6.1-6-2, or IC 20-6.1-6-3, or for adoption leave
not exceeding one (1) year, must be credited to retirement.

(d) Notwithstanding any law, this section must be administered in
amanner consistent with the Family and Medical Leave Act of 1993
(29 U.S.C. 2601 et seq.). A member on aleave of absencethat qualifies
for the benefits and protections afforded by the Family and Medical
Leave Act is entitled to receive credit for vesting and eligibility
purposes to the extent required by the Family and Medical Leave Act,
but is not entitled to receive credit for service for benefit purposes
unlessthe leaveis described in subsection (a), (b), or (c).

SECTION 12. IC 21-6.1-7-7 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1998]: Sec. 7. (a) On or before
January 15, April 15, July 15, and October 15 of each year, the
treasurer of each school corporation, the township trustee, or the
appropriate officer of any other ingtitution covered by the fund shall
make an employer report as provided in section 8 of this chapter, on
aform furnished by the board, to the board and accompany it with a
warrant in payment of:

(2) total net contributions made for or by the members in the
preceding three (3) months for the fund; and
(2) employer contributions as required by section 12 of this
chapter.
Amendatory reportsto correct errors or omissionsmay berequired and
made.

(b) As used in this section, "net contributions’ means the gross
amount of a member's contributions minus any refund paid or due a
teacher.

SECTION 13. IC 21-6.1-7-8 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVEJULY 1, 1998]: Sec. 8. (a) Beforeor on duty
31 On or before January 15, April 15, July 15, and October 15 of
each year, the treasurer of each school corporation, the township
trustee, or theappropriate officer of any other institution covered by the
fund shall make areport to the board on aform furnished by the board
and within the time set by the board. Amendatory reportsto correct
errors or omissions may be required and made.

(b) The report required by subsection (a) must include:

(2) the name of each member employed in the preceding schoet
year; reporting period, except substitute teachers; emptoyed
withott a eontract:
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(2) the total salary and other compensation paid for personal
services to each member in the schoeet year: reporting period;
(3) the sum of contributions made for or by each member and the
sum of employer contributions made by the school corporation or
other institution;

(4) the number of days each member received salary or other
compensation for teaching services; tnder eontract: and

(5) any other information which the board finds necessary for the
effective management of the fund.

(c) As often as the board determines necessary, the board may
review or cause to be reviewed the pertinent records of any public
entity contributing to the fund under IC 21-6.1.

SECTION 14. IC 21-6.1-7-9 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 9. If the treasurer of a
school corporation, the township trustee, or the appropriate officer of
any other institution covered by the fund fails to make the reports and
payments as required in section 7 or 8 of this chapter:

(1) the officer has an additional thirty (30) days to make the
reports and payments without a penalty;

(2) after thirty (30) days have passed since the deadlines
required under section 7 or 8 of this chapter, the board may
fine the school corporation or institution that the officer
servesone hundred dollars ($100) for each additional day that
the reports and payments are late; and

(3) if the officer is habitually late as determined by the board,
the school corporation or institution which that officer servesis
ineligible to receive any distribution of money from the state for
school purposes until the reports and payments are received and
approved by the board.

SECTION 15. IC 36-8-8-12.7 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 12.7. (a) This section
applies to hearings conducted by local boards concerning
determinations of impairment under this chapter or of disability under
IC 36-8-5-2(g), IC 36-8-6, IC 36-8-7, and IC 36-8-7.5.

(b) At least five (5) days before the hearing, the local board shall
give notice to the fund member and the safety board of the time, date,
and place of the hearing.

(c) At the hearing, thelocal board shall permit the fund member and
the safety board to:

(1) be represented by any individual;
(2) through witnesses and documents, present evidence;
(3) conduct cross-examination; and
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(4) present arguments.

(d) At the hearing, the local board shall require all witnessesto be
examined under oath, which may be administered by a member of the
local board.

(e) Thelocal board shall, at the request of the fund member or the
safety board, issue:

(1) subpoenas,

(2) discovery orders; and

(3) protective orders;
in accordance with the Indiana Rules of Trial Procedure that govern
discovery, depositions, and subpoenasin civil actions.

(f) The local board shall have the hearing recorded so that a
transcript may be made of the proceedings.

(g) After the hearing, thelocal board shall make its determinations,
including findings of fact, in writing and shall provide copies of its
determinations to the fund member and the safety board.

(h) The local board may on its own motion issue:

(1) subpoenas;

(2) discovery orders; and

(3) protective orders;
in accordance with the Indiana Rules of Trial Procedure that govern
discovery, depositions, and subpoenas in civil actions.

(i) At the hearing, the local board may exclude evidence that is
irrelevant, immaterial, unduly repetitious, or excludable onthebasis of
evidentiary privilege recognized by the courts.

(j) At the hearing, the local board may request the testimony of
witnesses and the production of documents.

(K) If a subpoena or order is issued under this section, the party
seeking the subpoena or order shall serve it in accordance with the
IndianaRules of Trial Procedure. However, if the subpoenaor order is
on thelocal board's own motion, the sheriff of the county in which the
subpoena or order is to be served shall serveit. A subpoena or order
under this section may be enforced in the circuit or superior court of
the county in which the subpoena or order is served.

() With respect to ahearing conducted for purposes of determining
disability under 1C 36-8-6, | C 36-8-7, or | C 36-8-7.5, thedetermination
of the local board after a hearing is final and may be appealed to the
court.

(m) With respect to a hearing conducted for purposes of
determiningimpairment or class of impairment under thischapter, the
fund member may appeal the local board's determinations. i the teeat
bosard determines that a covered tmpairment does not exist: An appeal
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under this subsection:
(1) must be made in writing;
(2) must state the class of impairment and the degree of
impairment that is claimed by the fund member;
(3) must include awritten determination by the chief of the police
or fire department stating that there is no suitable and available
work; and
(4) must be filed with the local board and the PERF board's
director no later than thirty (30) days after the date on which the
fund member received acopy of thelocal board's determinations.

(n) To the extent required by the Americans with Disabilities Act,
the transcripts, records, reports, and other materials generated as a
result of a hearing, review, or appeal conducted to determine an
impairment under this chapter or a disability under IC 36-8-6,
IC 36-8-7, or IC 36-8-7.5 must be:

(1) retained in the separate medical file created for the member;
and
(2) treated as a confidential medical record.

SECTION 16. IC 36-8-8-18 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 1998]: Sec. 18. (a) Except as
provided in subsection (b), if aunit becomes a participant in the 1977
fund, credit for prior serviceby police officersor firefightersbeforethe
date of participation may be given by the PERF board only if:

(1) the unit contributes to the 1977 fund the amount necessary to
amortize prior service liability over a period of not more than
forty (40) years, the amount and period to be determined by the
PERF board; and
(2) the police officers or firefighters pay, either in alump sum or
in a series of payments determined by the PERF board, the
amount that they would have contributed if they had been
members of the 1977 fund during their prior service.
If the requirements of subdivisions (1) and (2) are not met, a fund
member is entitled to credit only for years of service after the date of
participation.

(b) If aunit becomes a participant in the 1977 fund under section
3(c) of this chapter, or if afirefighter becomes a member of the 1977
fund under section 7(g) of this chapter, credit for prior service before
the date of participation or membership may shall be given by the
PERF board enty if the feltewing reguirements are met: as follows:

(1) For a member who will accrue twenty (20) years of service
credit in the 1977 fund by the time the member reaches the
earliest retirement age under the fund at the time of the
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1 member’s date of participation in the 1977 fund, the member
2 will be given credit in the 1977 fund for one-third (1/3) of the
3 member’s years of participation in PERF as a police officer,
4 a firefighter, or an emergency medical technician.
5 (2) For a member who will not accrue twenty (20) years of
6 service credit in the 1977 fund by the time the member
7 reaches the earliest retirement age under the fund at the time
8 of the member's date of participation in the 1977 fund, such
9 prior service shall be given only if:
10 &) (A) The unit contributes to the 1977 fund the amount
11 necessary to fund prior service liability amortized over a
12 period of not more than ten (10) years. The amount of
13 contributions must be based on the actual salary earned by a
14 first classfirefighter at the time the unit becomes a participant
15 in the 1977 fund, or the firefighter becomes a member of the
16 1977 fund, or if no such salary designation exists, the actual
17 salary earned by the firefighter. However, credit for prior
18 service is limited to the amount necessary to alow the
19 firefighter to accrue twenty (20) years of service credit in the
20 1977 fund by the time the firefighter reaches fifty-five 55y
21 years of age: the earliest retirement age under the 1977
22 fund at the time of the member’s date of participation in
23 the 1977 fund. The limit on credit for prior service does not
24 apply if thefirefighter wasamember of the 1937 fund or 1977
25 fund whose partici pation was terminated due to the creation of
26 a new fire protection district under 1C 36-8-11-5 and who
27 subsequently became amember of the 1977 fund. A firefighter
28 who wasamember of or reentered the 1937 fund or 1977 fund
29 whose participation was terminated due to the creation of a
30 new fire protection district under IC 36-8-11-5 is entitled to
31 full credit for prior service in an amount equal to the
32 firefighter's years of service before becoming a member of or
33 reentering the 1977 fund. Service may only be credited for
34 time as afull-time, fully paid firefighter or as an emergency
35 medical technician under section 7(g) of this chapter.
36 2 (B) The amount the firefighter would have contributed if
37 the firefighter had been amember of the 1977 fund during the
38 firefighter's prior service must be fully paid and must be based
39 on the firefighter's actual salary earned during that period
40 before service can be credited under this section.
41 £3) (C) Any amortization schedul efor contributionspai d under
42 subdivison (1) clause (A) and contributions to be paid under
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subdiviston (2) clause (B) must include interest at a rate
determined by the PERF board.

(c) This subsection applies to a unit that:

(1) becomes a participant in the 1977 fund under section 3(c) of

this chapter; and

(2) is a fire protection district created under IC 36-8-11 that

includes atownship or amunicipality that had a 1937 fund.
A firefighter who continues uninterrupted service with aunit covered
by this subsection and who participated in thetownship or municipality
1937 fund is entitled to receive service credit for such servicein the
1977 fund. However, credit for such service is limited to the amount
accrued by the firefighter in the 1937 fund or the amount necessary to
alow thefirefighter to accrue twenty (20) years of service credit in the
1977 fund by the time the firefighter becomes fifty-five (55) years of
age, whichever isless.

(d) The unit shall contribute into the 1977 fund the amount
necessary to fund the amount of past service determined in accordance
with subsection (c), amortized over a period not to exceed ten (10)
years with interest at a rate determined by the PERF board.

(e) If the township or municipality has accumulated money in its
1937 fund, any amount accumulated that exceeds the present value of
all projected future benefits from the 1937 plan shall be paid by the
township or municipality to the unit for the sole purpose of making the
contributions determined in subsection (d).

SECTION 17.[EFFECTIVEAPRIL 1,1998] (a) The PERF board
(asdefined in IC 2-3.5-2-9) may consider a claim for benefits under
IC 5-10.2-4-6(a), as amended by this act, even if the disability of the
member making the claim arose from events occurring after
March 31, 1994, and before April 2, 1998. A benefit claim
approved by the PERF board under this SECTION is payable after
the later of April 1, 1998, or the date of the member's claim.

SECTION 18. An emergency is declared for this act.
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COMMITTEE REPORT
Mr. President: The Senate Committee on Pensions and Labor, to

which was referred Senate Bill 127, has had the same under
consideration and begs|eaveto report the same back to the Senate with
the recommendation that said bill be AMENDED asfollows:
Page 5, line 40, delete the effective date "[EFFECTIVE JULY 1,
1998]" and insert the effective date "[EFFECTIVE APRIL 1, 1998]".
Page 5, line 42, after "benefits' insert "or who is on leave under
the Family and Medical Leave Act".
Page6, line5, delete";" and insert "or Family and Medical Leave
Act leave;".
Page 6, line 30, delete "2(b)" and insert "7(b)(3)".
Page 7, between lines 8 and 9, begin a new paragraph and insert:
"SECTION 5. IC 5-10.3-3-8 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 8. (a) The board may:
(2) establish rules and regulations for the administration of the
fund;
(2) make contracts and sue and be sued asthe board of trustees of
the public employees retirement fund of Indiana;
(3) delegate duties to its employees;
(4) enter into agreements with one (1) or more insurance
companies to provide life, hospitalization, surgical, medical, or
supplemental Medicare insurance, utilizing individual or group
insurance policies for retired members of the fund, and, upon
authorization of the respective member, deduct premium
paymentsfor such policiesfrom the members retirement benefits
and remit the payments to the insurance companies;
(5) enter into agreements with one (1) or more insurance
companies to provide annuities for retired members of the fund,
and, upon amember's authorization, transfer the amount credited
to the member in the annuity savings account to the insurance
companies,
(6) whenever the fund's membership is sufficiently large for
actuarial valuation, establish an employer's contribution rate for
al employers, including employerswith special benefit provisions
for certain employees,
(7) amortize prior serviceliability over aperiod of forty (40) years
or less; and
(8) recover payments made under false or fraudulent
representation.
(b) An agreement under subsection (a)(4) may be for aduration of
three (3) years.
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(c) A contract under subsection (a)(2) may be for a term of not
more than five (5) years, with an ability to renew thereafter.".
Page 8, between lines 27 and 28, begin anew paragraph and insert:
"SECTION 7. IC 21-6.1-3-7 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1, 1998]: Sec. 7. (a) The board may:
(1) adopt and enforce bylaws regarding the department's
administration and the control and investment of the fund;
(2) employ staff, who are not trustees, to perform clerical work
needed by the board;
(3) bond employees for the fund's protection;
(4) receive from the federal government the state's share of the
cost of the pension contribution for amember on leave of absence
to work in afederally supported educational project;
(5) sue and be sued as the board of trustees of the Indiana state
teachers' retirement fund;
(6) summon and examine witnesses when adjusting claims;
(7) require, when adjusting disability claims, medica
examinations by doctors approved or appointed by the board,;
however, not more than two (2) examinations may be conducted
inone (1) year;
(8) conduct investigations to help determine the merit of aclaim;
(9) meet any emergency which may arise in the administration of
itstrust;
(10) determine other matters regarding its trust which are not
specified;
(11) enter into agreements with one (1) or more insurance
companies to provide life, hospitalization, surgical, medical, or
supplemental Medicare insurance, utilizing individual or group
insurance policiesfor retired teachers, and, upon authorization of
the respectiveretired teacher, deduct premium paymentsfor such
policies from the teachers retirement benefits and remit the
payments to the insurance companies; and
(12) enter into agreements with one (1) or more insurance
companies to provide annuities for retired teachers and upon a
member's authorization transfer the amount credited to the
member in the annuity savings account to the insurance
companies.
(b) An agreement under subsection (a)(11) may befor aduration of
three (3) years.
(c) This subsection does not apply to an agreement under
subsection (a)(11). A contract that the board enters into under
section 9(b) of this chapter or any other provision may be for a
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term of not more than five (5) years, with an ability to renew
thereafter.".

Page 14, line 21, delete "audit" and insert "review".

Page 14, line 21, delete "audited” and insert "reviewed".

Page 14, line 21, before "records" insert "pertinent”.

Page 18, after line 34, begin a new paragraph and insert:

"SECTION 17.[EFFECTIVEAPRIL 1,1998] (a) The PERF board
(asdefined in IC 2-3.5-2-9) may consider a claim for benefits under
IC 5-10.2-4-6(a), as amended by this act, even if the disability of the
member making the claim arose from events occurring after
March 31, 1994, and before April 2, 1998. A benefit claim
approved by the PERF board under this SECTION is payable after
the later of April 1, 1998, or the date of the member's claim.

SECTION 18. An emergency is declared for this act.".

Renumber all SECTIONS consecutively.

and when so amended that said bill do pass.
(Reference isto Senate Bill 127 asintroduced.)

HARRISON, Chairperson
Committee Vote: Yeas 8, Nays 0.
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