MEMORANDUM OF UNDERSTANDING

BETWEEN THE _______________ SCHOOL DISTRICT 

AND

THE __________________________________ ASSOCIATION/PSEA/NEA

Whereas, IRS regulations outline certain requirements that must be satisfied for a §403(b) program to qualify for the exclusion of income under Section §403(b) of the Internal Revenue Code;

Whereas, an employer desiring to sponsor a §403(b) plan must establish a written plan that includes all material terms and conditions relating to eligibility, contributions into the plan, benefits of the plan, distributions from the plan, and vendors or products under the plan;

Whereas, the written Plan may also include discretionary features; 
Wherefore, the _________Association and _____________District hereby enter into this Memorandum of Understanding (MOU) to set forth the parties’ agreements with respect to the terms and conditions, including the features, of the District’s sponsored §403(b) plan.
1.
Existence of Plan.  The District shall establish and maintain a §403(b) Plan no later than January 1, 2009, though the adoption of a Plan Document.  The Plan document (and adoption agreement) shall be consistent with IRS regulation and shall conform to the PASBO [or Kades Margolis] recommended Plan document (and adoption agreement), and shall permit all employees to participate.  The plan document shall also be consistent with this MOU.  The plan shall not contain a termination provision.
2.
Vendors and Products.  The Plan shall include the following vendors [or products] that have current active payroll slot privileges with the District, so long as those vendors are willing to satisfy Plan requirements.
[List any current payroll slot vendors/products].
3.
Additional Approved Vendors and Products.  In addition, the Plan shall include other vendors and products in order to provide a broad range of investments to meet the diverse needs of employees.  

To accomplish this:

A.
The Plan will include two or more vendors, in addition to those vendors having payroll slot privileges;

B.
The vendors will offer investment products, including annuities and custodial mutual fund accounts offering different levels of risk and return.

C.
There will be ten or more investment options available among the products, which include the following:

i.
An index mutual fund designed to provide investment results that correspond to the total return of a broad-based portfolio of common stocks publicly traded in the United States (such as the securities that compose the Standard & Poor's 500 or the Wilshire 5000).

ii.
An age-based (life-cycle or target-date retirement) fund.

iii.
At least one low cost (no-load) investment option.

iv.
At least one investment option that features support from financial advisors.

v.
At least one investment option that provides for loans.

vi.
At least one investment option that provides for hardship withdrawals.

vi.
At least one investment option that has no surrender charges.

viii.
At least one investment option that offers web communication tools.

4.
Optional Features.

Exchanges.  The Plan shall permit exchanges among the approved vendors [or products] and will permit exchanges to other vendors who execute the necessary information sharing agreements with the District and satisfy other Plan requirements.  [Identify vendors by name].
Roth Contributions.  The Plan shall allow Roth contributions, including the ability to make direct rollovers from other §403(b)Roth or §401K Roth plans.


Loans.  The Plan shall permit loans, subject to availability and any additional conditions that apply under a participant’s §403(b) individual agreement.
Hardship Withdrawals.  The Plan shall permit financial hardship distributions, subject to availability and any additional conditions that apply under a participant’s §403(b) individual agreement.

Timing of Contributions.  Elective deferrals shall be received by the vendor as soon as practicable but in no event later than ten (10) business days after the amount would have otherwise been paid to the employee.  Non-elective contributions, if bargained for in the CBA, shall be made within 30 days of the date owed.
15 Year of Service Catch up Contributions.  The Plan shall permit catch up contributions for employees with 15 years of service who satisfy the conditions of the Plan.

Grandfathering of Pre-1988 Money.  In accordance with agreements between the vendor and participant, the Plan shall permit elective deferrals made to annuity contracts and any attributable earnings as of December 31, 1987, to be kept into the §403(b) account until the account holder reaches age 75.  [NOTE:  Not needed for the PASBO plan.]

6.
Severance.  If any provision of this MOU or the CBA would cause the Plan to lose qualified status, then that provision shall be null and void, and all other provisions shall remain in effect. 

7.
Disputes.  Any disputes that might arise under this MOU shall be subject to resolution through the grievance process as provided by the parties’ CBA.

8.
Modification.  This agreement can be modified by the parties at any time upon mutual agreement to do so; any modifications must be in writing, 

9.
Term.  This MOU shall be in existence until terminated by the parties.  [An alternative is: for the life of the CBA.]
___________________________


____________________________

School Board President



Local Association President

DATE:






DATE:

PAGE  
1


