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State of South Dakota
EIGHTY-THIRD SESSION

LEGISLATIVE ASSEMBLY, 2008

400P0257
HOUSE BILL  NO.  1021

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

FOR AN ACT ENTITLED, An Act to create the South Dakota Retirement System1

supplemental pension benefit.2

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:3

Section 1. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as4

follows:5

There is hereby established the South Dakota Retirement System supplemental pension6

benefit. The supplemental pension benefit shall be within and integral to the South Dakota7

Retirement System. It is the intent of the Legislature that the provisions related to the8

supplemental pension benefit shall be qualified under § 401(a) of the Internal Revenue Code of9

1986, as amended through January 1, 2008, and that the provisions constitute one aspect of a10

governmental plan as identified under § 414(d) of that code.11

Section 2. That § 3-12-47 be amended by adding thereto NEW SUBDIVISIONS to read as12

follows:13

"Single premium," the lump-sum amount paid by a supplemental pension participant14

pursuant to a supplemental pension contract in consideration for a supplemental pension benefit;15
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"Supplemental pension benefit," any single-premium immediate pension benefit payable1

pursuant to sections 5 and 6 of this Act, inclusive;2

"Supplemental pension contract," any agreement between a participant and the system upon3

which a supplemental pension is based, including the amount of the single premium, the type4

of pension benefit, and the monthly supplemental pension payment amount;5

"Supplemental pension participant," any retiree receiving a benefit from the system who6

chooses to purchase a supplemental pension benefit pursuant to the provisions of this chapter;7

"Supplemental pension contract record," the record for each supplemental pension8

participant reflecting relevant participant data; a designation of any beneficiary, if any; the9

amount of the participant's funds rolled into the fund; the provisions of the participant's10

supplemental pension contract; and supplemental pension payments made pursuant to the11

contract;12

"Supplemental pension spouse," any person who was married to a supplemental pension13

participant at the time the participant entered into the supplemental pension contract;14

Section 3. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as15

follows:16

On an annual basis, at minimum, the board shall establish an interest rate assumption upon17

which the provisions of subsequent supplemental pension contracts shall be based. The board18

shall establish the assumption on the basis of the recommendations of the system's actuary and19

the state investment officer. The interest rate assumption may not be greater than the actuarial20

assumed rate of return for the fund, nor may the interest rate assumption be less than the21

effective rate of interest described in subdivision 3-12-47(27). Any other provision of law22

notwithstanding, the board may suspend issuance of new supplemental pension contracts at any23

time. Any suspension of new supplemental pension contracts shall be prospective in operation24
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and may not affect supplemental pension contracts already in effect.1

The structure of supplemental pension benefit administration requires that supplemental2

pension benefit purchase costs vary from one time period to the next. Consequently, participants3

who accept the option of a supplemental pension benefit have no expectation or fundamental4

right to any particular supplemental pension benefit purchase price.5

Section 4. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as6

follows:7

A retiree receiving a benefit from the system may become a supplemental pension8

participant by direct rollover of funds held by the member in either or both of the plans created9

in chapters 3-13 and 3-13A into the fund. Any rollover shall be in compliance with the10

provisions of §  401(a)(31) of the Internal Revenue Code of 1986, as amended through11

January 1, 2008, and shall be recorded in the participant's supplemental pension contract record.12

All of a participant's funds rolled into the fund shall be expended in full as the single premium13

for a supplemental pension contract. No single premium may be less than ten thousand dollars.14

No participant may have more than one supplemental pension contract. A supplemental pension15

contract goes into effect when a participant signs the supplemental pension contract. The initial16

monthly supplemental pension benefit is payable the first day of the first month after the17

contract goes into effect. Payment of any prior and current supplemental pension benefits shall18

be made within two months after the contract is in effect.19

Section 5. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as20

follows:21

A supplemental pension participant shall receive one of two types of supplemental pension22

benefits:23

(1) A supplemental pension benefit payable monthly for the lifetime of the participant;24
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or1

(2) A supplemental pension benefit payable monthly for the lifetime of the participant2

and, upon the death of the participant, a supplemental pension benefit payable3

monthly to the participant's supplemental pension spouse equal to sixty percent of the4

monthly benefit amount that the participant was receiving at the time of death.5

A participant who is not married at the time of the supplemental pension benefit purchase may6

contract only for a supplemental pension benefit as described in subdivision (1) and a participant7

who is married at the time of the supplemental pension benefit purchase may contract only for8

a supplemental pension benefit as described in subdivision (2).9

Section 6. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as10

follows:11

A supplemental pension participant shall receive an annual increase in the amount of the12

participant's supplemental pension benefit for each year commencing on the July first following13

the date on which the benefit was first payable, and equal to the improvement factor established14

in subdivision 3-12-47(41). If the first annual increase is for a period of less than twelve months,15

the initial increase shall be prorated as described in that subdivision.16

Section 7. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as17

follows:18

If payment of monthly supplemental pension benefits ceases due to the death of the19

participant or the death of a supplemental pension spouse, and the total of monthly supplemental20

pension benefits paid is less than the amount of the participant's single premium, the difference21

between the total benefits paid and the single premium shall be disbursed in a lump sum as22

provided in this section. Amounts payable under this section shall be disbursed as follows:23

(1) To the beneficiary or entity designated by the participant in the participant's24
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supplemental pension contract record, if any is designated;1

(2) If no beneficiary or entity is designated, then to all surviving children of the2

participant, irrespective of age, on a share-alike basis; or3

(3) If no beneficiary or entity is designated and there are no surviving children, then to4

the participant's estate.5

If no claim for payment due upon the death of a deceased participant is made within three6

years from date of death, the payment shall revert to the system. However, a claim may be7

honored after the expiration of the three-year reversion period if, in the opinion of the8

administrator, payment of the claim is warranted by exceptional circumstances.9

The provisions of this section are not affected by the provisions of §§ 3-12-110 or 3-12-116.10

Section 8. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as11

follows:12

Supplemental pension contract purchases and supplemental pension benefit payments13

administered pursuant to the provisions of this Act are considered to be qualified plan14

distributed annuity contracts under Internal Revenue Service Treasury Regulation 1.402(c)-2,15

as amended through January 1, 2008.16

Section 9. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as17

follows:18

Supplemental pension benefit payments shall follow the minimum distribution rules of19

§ 401(a)(9) of the Internal Revenue Code of 1986, as amended through January 1, 2008, and the20

annual benefit limitations of § 415(b)(1)(A) of that code.21

Section 10. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as22

follows:23

Supplemental pension benefits are not subject to the duplicate benefit provisions of24
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§ 3-12-109, to the participant reemployment restrictions of §§ 3-12-82, 3-12-88, 3-12-111 or1

3-12-111.1, nor to the benefit adjustment provisions of §§ 3-12-106 or 3-12-107. Supplemental2

pension benefits are optional benefits granted the protections of the provisions of §3-12-115.3

Section 11. That chapter 3-12 be amended by adding thereto a NEW SECTION to read as4

follows:5

While performing their official duties under the provisions of this Act, the board, the6

employees of the system, the system's actuary, the State Investment Council, and the employees7

of the State Investment Council are exempt from the provisions of Title 58 and any associated8

provisions of state law. Supplemental pension benefits and supplemental pension contracts are9

exempt from the provisions of Title 58.10

To the extent that supplemental pension contracts may be deemed to be securities, they are11

exempt from securities registration pursuant to subdivision 47-31B-201(1). While performing12

their official duties under the provisions of this Act, the board, the employees of the system, the13

system's actuary, the State Investment Council, and the employees of the State Investment14

Council are exempt from agent registration provisions pursuant to subdivision15

47-31B-402(b)(3).16


