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573 EXECUTIVE SUMMARY SHEET
CITY OF SAN DIEGD

DATE ISSUED: REPORT NO:
ATTENTION: The Council President and City Council
ORIGINATING DEPARTMENT: Mayor’s Office

SUBJECT: ' Tax Ordinance Amending Retirement Plan
COUNCIL DISTRICT(S): n/a

CONTACT/PHONE NUMBER: Jay Goldstone, Chief Operating Officer - 619/236-5941

REQUESTED ACTION:

Ratify the signature of the Chief Operating Officer approving the tri-party Compliance Statement
between the City of San Diego, San Diego City Employee Retirement System (SDCERS) and
the Internal Revenue Service, entered into by the City and SDCERS on December 20, 2007 and
the IRS on January 10, 2008 and adopt the IRS-approved Technical Tax Ordinance amending the
SDCERS Retirement Plan to satisfy the conditions of the Compliance Statement and
Determination Letter issued by the IRS to SDCERS.

STAFF RECOMMENDATION:

Approve the requested actions.

- EXECUTIVE SUMMARY:

On July 12, 2003, the SDCERS Board of Administration (*Board”) filed a Form 5300
application with the Internal Revenue Service (“IRS”), seeking a favorable determination letter
to confirm its tax-qualified status, On that date, the Board also filed a request for a compliance
statemnent under the Voluntary Correction Program (“VCP”) of the IRS” Employee Plans
Compliance Resolution System. The VCP is a program that allows a plan to voluntarily disclose
to the IRS plan documex:t or operational qualification failures it has discovered in its plan,
propose corrections and ultimately receive IRS approval of corrections.

SDCERS’ initial VCP filing concerned the “presidential leave” benefit that was created

| by the City to allow the presidents of certain City employee labor umions to continue to

participate in SDCERS while serving as union presidents, and to receive a retirement benefit
based on union compensation and combined City and union service. Between July 2005 and
August 2006, SDCERS filed eight supplemental VCP filings that identified other violations, and
proposed corrections and remedial plan amendments,

On December 18, 2007, the IRS issued a proposed Compliance Statement, resolving all
of SDCERS’ VCP submissions. The Compliance Statement was signed by the Board President,
on behalf of the Board, and by the City’s Chief Operating Officer, on behalf of the City, on
December 20, 2007. The Board unanimously ratified the Compliance Statement on December
21, 2007. The IRS signed the Compliance Stateméit on January 10, 2008. The Compliance
Statement requires that the City Council adopt certain of the amendments contained in this
ordinance. '

On January 25, 2008, the IRS issued SDCERS a favorable Determination Letter,
confirming SDCERS’ tax-qualified status. The Determination Letter is contingent upon the City
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Council’s adoption of all of the amendments contained in this ordinance (which has been
approved by the IRS) on or before April 25, 2008.

The Technical Tax Ordinance contains the following amendments, which are in most
cases required by both the Determination Letter and the Compliance Statement:

(1)  amendments necessary to conform the plan to relevant provisions of the
following federal laws: the Tax Reformn Act of 1986, the Omnibus Budget

Reconciliation Act of 1986, the Omnibus Budget Reconciliation Act of 1990
(collectively referred to as "TRA '86"), the Unemployment Compensation
Amendments of 1992 ("UCA '92"), the Omnibus Budget Reconciliation Act of
1993 ("OBRA '93"), the Uruguay Round Agreements Act ("GATT"), the
Uniformed Services Employment and Reemployment Rights Act of 1994

. ("USERRA"), the Small Business Job Protection Act of 1996 ("SBJPA™), the

Taxpayer Protection Act of 1997 ("TRA '97"), the Internal Revenue Service
Restructuring and Reform Act of 1998 ("RRA '98"), and the Community Renewal
Tax Relief Act of 2000 ("CRA" and together with GATT, USERRA, SBIPA,
TRA '97, and RRA '98 are referred to as "GUST"), and interim good faith .
compliance amendments with respect to the Economic Growth and Tax Relief

- Reconciliation Act of 2001 ("EGTRRA") (required by the Compliance Statement

(Failures #1-3));

- b T 3 - (13 : : EE) e I b T -
(2)  retroactive elimination of the “presidential leave” benetit (required by the

Compliance Statement (Failure #4));

(3)  retroactive elimination of the *“cashless leave conversion” benefit, which
allowed City employees in the San Diego Firefighters Local 145 bargaining unit
to convert to SDCERS service credit the “cash equivalent” of the accumulated
annual leave they accrued after Junme 30, 2002 (reqmred by the Compliance

Staternent (Failure #5));

@ elimination, retroactive to July 1, 2005, of all SDCERS Plan provisions
relating to the 401(h) retiree health account, and all provisions that require or
allow the use of SDCERS Trust Fund assets to pay retiree health benefits or the
costs of administering retiree health benefits (required by the Compliance
Statement (Failure #7));

(5)  retroactive elimination of the SDCERS Plan provision stating that
employer contributions will be based upon a Memorandum of Undcrstandmg
entered into between the City and SDCERS, substituting language providing that
effective, July 26, 2004, the amount of cmployer contributions the City must pay
to the Plan will be determined by the Board based upon the advice of its Actuary
(required by the Compliance Statement (Failure #14)); and

(6)  provision of state-mandated domestic partner benefits retroactive to
January 1, 2005, to conform to plan operation (required by the Compliance
Statement (Failure #13)); and

(7)  provisions stating that the Board will adopt' by Rule: (a) member
contribution rates, (b) interest rates credited to member contribution and DROP

2
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| GCA570 accounts, and (c) mortality, service and other tables it deems necessary, and that
these Rules are incorporated into the SDCERS Plan Document (required by the
Determination Letter).

The IRS has negotiated and approved all of the amendments contained in this Ordinance which
is attached This Ordinance has also been reviewed and approved by attorney Samuel Hoffman,
tax counsel retained by the City for this purpose. Mr. Hoffinan’s analysis and conclusions
regarding the IRS Voluntary Correction Plan Settlement Agreement and the proposed Tax
Ordinance are presented in Attachment 2. Final ad option of this Ordinance, on or before April
25, 2008, is necessary to maintain the qualified status of the SDCERS Plan.

FISCAL CONSIDERATIONS:

The proposed Ordinance formally eliminates or amends a number of pension plan elements.
Some of these changes have already been instituted. The changes have financial impacts to
certain employees, the City and the Retirement Sy stem. The status of implementation as well as
a description of the impacts are described in Mr. Hoffinan’s letter (Attachment 2).

The IRS's favorable determination letter is contingent upon the adoption of these amendments.
Failure to adopt the amendments could result in the disqualification of the plan, which would
result in immediate taxation of vested benefits to the members, taxation of member

contributions, and taxation of the trust fund’s earnings. For FICA-covered positions, the
Amnloysr contributions to a rher'n_a‘tﬁnr? p?an would he snbjnﬂt FICA taxation as well as

Ahtl k&S LA

income taxation. Employees would lose favorable distribution provisions - for cxample, they
would be unable to rollover distributions from the disqualified plan.

PREVIOUS COUNCIL and/or COMZMTTTEE ACTION: None.

CONMUMTY PARTICIPATION AND PUBLIC OUTREACH EFFORTS: n/a

KEY STAKEHOLDERS AND PROJECTED IMPACTS:

The key stakeholders are SDCERS, the City, and the City’s employees and retirees. City
Council approval of the Technical Tax Ordinance will preserve the favorable tax treatment
- afforded to the SDCERS Trust Fund, the City and the C1ty s employees, retiregs and their
beneﬁmanes

hief Operatmg Officer

Attachments:
1. Technical Tax Ordinance
2. Hoffman Letter
3. IRS Determination Letter and Compliance Statement
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Zumaya, Mary

From: Bradley, Catherine

Sent: Monday, April 07, 2008 10:56 AM

To: Zumaya, Mary

Cc: Heumann, Karen, Rogers, Peggy; Tenwolde, Kathleen, Maland, Elizabeth; Lujan, Magdalena;

Plank, Ed; Cameran, Christina; Sheldon, Aurora; Hoffman, Samuel £.; Chung, Walter
Subject: RE: Clerk's Memo for Item 3325 of 4/01/08 Council Meeting
Attachments: 2008-133 REV.pdf; 2008-133_SO_REV pdf

Mary,

Attached are the revised ordinance and a new strike-out version. We will bring you the originals by this afternoon.
| am also finalizing the digest and will send it over as soon as it is ready.

| am working with our outside counsel on the separate ordinance for introduction as sub-item B. We hope to have
it by tomorrow. Thank you for your assistance.

Catherine Bradley
Chief Deputy City Attorney

From: Zumaya, Mary

Sent: Thursday, April 03, 2008 9:24 AM

To: Bradiey, Catherine; Zumaya, Mary

Cc: Heumann, Karen; Rogers, Peggy, Tenwolde, Kathleen; Maland, Elizabeth; Lujan, Magdalena; Plank, Ed
Subject: Clerk's Memo for Item 332b of 4/01/08 Council Meeling

Cathenne,

Please see attached clerk's memorandum and transcript.
Thank you,

Mary Zumaya
Legislative Recorder
Office of the City Clerk
202 C St MS: 2A
(619) 533-4021

4/7/2008
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CITY ATTORNEY DIGEST

ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

EFFECTIVE DATE

AN ORDINANCE AMENDING CHAPTER 2, ARTICLE 4, OF
THE SAN DIEGO MUNICIPAL CODE BY AMENDING
DIVISION 1, SECTIONS 24.0103 AND 24.0103.1; BY
AMENDING DIVISION 2, SECTIONS 24.0201 AND 24.0202;
BY AMENDING DIVISION 3, SECTIONS 24.0301 AND
24.0302; BY AMENDING DIVISION 8, SECTION 24.0801; BY
AMENDING DIVISION 9, SECTIONS 24.0901 AND 24.0902;
BY AMENDING DIVISION 10, BY RENUMBERING SECTION
24,1000 TO SECTION 24.1001, SECTION 24.1005 TO

" SECTION 24.1003, BY AMENDING AND RENUMBERING
SECTION 24.1010 TO 24.1004, BY RENUMBERING SECTION
24.1011 TO SECTION 24.1005, SECTION 24.1012 TO

SECTION 24.1006, SECTION 24.1013 TO SECTION 24,1007,
AND SECTION 24.1014 TO SECTION 24.1008, AND BY
ADDING SECTION 24.1009; BY REPEALING DIVISION 12,
SECTION 24.1203 AND AMENDING SECTION 24.1204; BY
REPEALING DIVISION 13, SECTION 24.1310(c), BY
REPEALING DIVISION 14, SECTION 24.1402(b)(9), BY
REPEALING DIVISION 15, SECTION 24.1502(a)(5); ALL
RELATING TO THE SAN DIEGO CITY EMPLOYEES’

RETIREMENT SYSTEM.

This ordinance maLkes changes to the City of San Diego’s Retirement System to comply
with a voluntary correction plan agreement (“'VCP Agreement”) entered into between the
Internal Revenue Service, the City of San Diego, and the San Diego City Employees” Retirement
System (“SDCERS”), and upon which is conditioned SDCERS continued status as a tax
qual.iﬁed retirement plan. In particular, it contains amendments in order to conform the plan to

relevant provisions of the following federal laws: the Tax Reform Act of 1986, the Omnibus

Budget Reconciliation Act of 1986, the Omnibus Budget Reconciliation Act of 1990

-PAGE 1 OF 3-
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{collectively referred to as “TRA '86”), the Unemployment Compensation Amendments of 1992
(“UCA '92”), the Omnibus Budget Reconciliation Act of 1993 (“OBRA '937), the Urzguay
Round Agreements Act (“GATT”), the Uniformed Services Employment and Reemploymeﬁt
Rights Act of 1994 (“USERRA”), the Small Business Job Protection Act of 1996 (“SBIPA™), the
Taxpayer Protection Act of 1997 (*TRA '97”), the Internal Revenue Service Restructuriﬁ g and
Reform Act of 1998 (“RRA '98”), and the Community Renewal Tax Relief Act of 2000 (“CRA”
and together with GATT, USERRA, SBJPA, TRA '97, and RRA '98 are referred to as “GUST™),
and interim good faith compliance amendments with respect to the Economic Growth and Tax
Relief Reconciliation Act of 2001 (“EGTRRA™).

In addition, this ordinance amends the San Diego Municipal Code by adding Section
24.1009 .(Presidential Leave Program Prohibited) to provide that the Presidential Leave Program
previously agreed to and established by the City in Memoranda of Understanding and by Council
Resolution is terminated retroactively to its date of adoption, and the City will not re-establish
the program in the future. The ordinance also repeals Section 24.1203 (401(h) Fund Established)
retroactive to July 1, 2005 relating to retiree health account, and ail provisions that require or
allow the use of SDCERS Trust Fund assets to pay retiree health benefits or the costs of
administering retiree health benefits; and repeals subdivision (c) of Section 24.1310 (Purchase of
Service Credit Payment Options) retroactive to Ju]y 1, 2002, to eliminate the abﬂity of
employees in the San Diego Firefighters Local 145 bargaining unit to convert to SDCERS

service credit the “cash equivalent” of the accumulated annual leave accrued after June 30, 2002.

The ordinance also provides that the SDCERS Board will adopt by Rule: (a) member.
contribution rates; (b) interest rates credited to member contribution and DROP accounts; and (c)

mortality, service and other tables it deems necessary, and that these Rules are incorporated into

-PAGE 2 OF 3-
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the SDCERS Plan Document. The ordinance further provides that, effective July 26, 2004, based
upon the advice of the Actuary, the Board will separately determine and adopt the City’s
employer contributions for General Members, Safety Members and Elected Officers, instead of
the contribution being based upon a Memorandum of Understanding between the City and
SDCERS. The ordinance also provides that the state-mandated registered domestic partner
benefits are provided under SDCERS retroactive to January 1, 2005, in accordance with
California law.

This ordinance contains a notice that a full reading of the ordinance is dispensed with
prior to its passage because a printed copy will be available to the City Council and the public
prior to the day of its passage.

This ordinance shall take effect and be in force on the thirtieth day from and after its final

passage.

CMB:als
04/01/2008 REV.
Or.Dept:Mayor
0-2008-133

-PAGE 3 OF 3-
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ORDINANCE NUMBER O-___ (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE AMENDING CHAPTER 2, ARTICLE 4, OF
THE SAN DIEGO MUNICIPAL CODE BY AMENDING
DIVISION 1, SECTIONS 24.0103 AND 24.0103.1; BY
AMENDING DIVISION 2, SECTIONS 24.0201 AND 24.0202;
BY AMENDING DIVISION 3, SECTIONS 24.0301 AND
24,0302; BY AMENDING DIVISION 8, SECTION 24.0801; BY
AMENDING DIVISION 9, SECTIONS 24.0901 AND 24.0902;
BY AMENDING DIVISION 10, BY RENUMBERING SECTION
24.1000 TO SECTION 24.1001, SECTION 24.1005 TO
SECTION 24.1003, BY AMENDING AND RENUMBERING
SECTION 24.1010 TO 24.1004, BY RENUMBERING SECTION
24.1011 TO SECTION 24.1005, SECTION 24.1012 TO
SECTION 24.1006, SECTION 24.1013 TO SECTION 24.1007,
AND SECTION 24.1014 TO SECTION 24.1008, AND BY
ADDING SECTION 24.1009; BY REPEALING DIVISION 12,
REPEALING DIVISION 13, SECTION 24.1310(c), BY
REPEALING DIVISION 14, SECTION 24.1402(b)(9), BY
REPEALING DIVISION 15, SECTION 24.1502(a)(5); ALL
RELATING TO THE SAN DIEGO CITY EMPLOYEES’
RETIREMENT SYSTEM.

WHEREAS, adoption of this Ordinance by April 25, 2008, is a condition of a voluntary
correction plan agreement (“VCP Agreement”) entered into between the IRS, the City of San

Diego and SDCERS, and upon which is conditioned SDCERS continued status as a tax qualified

retirement plan; and

WHEREAS, pursuant to Article 16, Section 17 of the California Coﬁstitution and
Sections 142 to 144 of the Charter for the City of San Diego, the SDCERS Board has the
responstbility and authority to retain a qualified actuary and estabiish funding, contribution and
actuarial equivalent factors, and, pursuant to the VCP Agreement, the IRS has required that the

SDCERS Board exercise this authority pursuant to formally promulgated .written rules that are
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available for review by SDCERS members, the City Council, the IRS and other interested
partl'es.; and

WHEREAS, a current set of contribution and actuarial factor rules promuigated by

~ SDCERS Board and covering the period from July 1, 1989 to June 30, 2008, is attached as

Appendix A to this Ordinance, and said rules, as amended from time to time by the SDCERS
Board, will constitute part of the SDCERS written plan document for purposes of the
qualification requirements of Internal Revenue -Code Section 401(a), and all references to “Board
rule(s)” in this Ordinance refer to the SDCERS Board rules réferenced in this recital paragraph;
and

WHEREAS, the City Council is adopting the amendments contained in this Ordinance in
order to conform the plan to relevant provisions of the following federal laws: the Tax Reform
Act of 1986, the Omnibus Budget Reconciliation Act of 1986, the Omnibus Budget
Reconciliation Act of 1990 (collectively referred to as "TRA '86"), the .Unemployment
Compensation Amendments of 1992 ("UCA '92"), the Omnibus Budget Reconciliation Act of
1993 ("OBRA '93"), the Uruguay Round Agreements Act ("GATT"), the Uniformed Services
Employment and Reemployment Rights Act of 1994 ("USERRA"}, the Small Business Job
Protection Act of 1996 ("SBJPA"), the Taxpayer Protection Act of 1997 ("TRA '97"), the
Internal Revenue Service Restructuring and Reform Act of 1998 ("RRA '98")," and the
Community Renewal Tax Relief Act of 2000 ("CRA" and together with GATT, USERRA,
SBIPA, TRA '97, and RRA '98 are referred to as "GUST"), and interim good faith compliance
amendments with respect to the Economic Growth and Tax Relief Reconciliation Act of 2001
("EGTRRA"); and

WHEREAS, 1t is now necessary and appropriate to amend the Municipal Code to provide

for the above-recited changes; NOW THEREFORE,
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BE IT ORDAINED, by the Council of the City of San Diego, as follows:

Section 1. That Chapter 2, Article 4, Division 1 of the San Diego Municipal Code is

amended by amending sections 24.0103 and 24.0103.1, to read as follows:

§ 24.0103 Definitions
Unless otherwise stated, for purposes of this Article:

“Aecumulated Additional Contributions” through “Accumulated Normal Contributions™

[No change in text.}

“A.ctuarial Equivalent” means a benefit of equal value when computed upon the basis of
the mortality, interest, and other tables 'adopted by the Board by Rule. These Board Rules,
as the same may be amended or adopted by the Board from tume to time, are incorporated
by reference into this Article as part of the Plan document. This definition is effective

July 1, 1989.
“Actuary” through “Base Compensation” [No change in text.]

“Base Retirement Benefi” means the monthly retirement benefit for service or disability
paid to a Member, or a like amount which 1s deposited monthly in the account of a DROP
Participant, which i‘ncludes: 1) the Unmodified Service Retire\:\mem allowance (which wili
be modified if the member selects an optional retirement as provided in Division 6); 2)
the Cost of Living Annuity; 3) the annual Cost of Living Adjustment (COLA) described
in Section 24.1505; and 4) the Sun;iving Spouse Annuity described in Section 24.0601 if
selected by the Member. The Base Retirement Benefit does not include the Annual
Supplemental Benefit (13th check) described in Section 24.1503 or the Supplemental

COLA adjustment described tn Section 24.1504.

“Beneficiary” through “Retirement System” [No change in text.]
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“Rule(s) " means the current set of funding, contribution and actuarial equivalent factor
rules promulgated by the Board and covenng the peried from July 1, 1989 to June 30,
2008, attached as Appendix A to this Article, and said rules, as may be amended or
adopted from time to time by the Board, which will constitute part of the SDCERS
written plan document for purposes of the qualification requirements of Internal Revenue
Code Section 401(a).
“Safety Member” through “Unmodified Service Retirement Allowance™ [No change in
text.]

§24.0103.1  Compliance with the California Domestic Partner Rights and

Responsibilities Act of 2003

Unless otherwise stated, for purposes ot this article: “surviving spouse” includes a
registered Domestic Partner pursuant to the California Domestic Partner Rights and
Responsibilities Act of 2003. This Section 24.0103.1, as added by O-19568 N.S., is

retroactively effective January 1, 2005, to comply with operation pursuant to California

law.

Section 2. That Chapter 2, Article 4, Division 2 of the San Diego Municipal Code is

amended by amending sections 24.0201 and 24.0202, to read as follows:
§24.0201 Normal Rate of Contribution
For General Members, the Board shall provide:

(a) [No change in text.]
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(b) Effective November 18, 2002, a Member who is serving as the duly elected
president of a recognized'employee labor organization will continue to participate

in the Retirement System. While serving as president:

(1} the Member will remain a full-time City employee receiving a salary from
the City;

(2)  the Member will continue to make contributions, as set forth in this

Division, based upon his or her City salary;

(3) the Member's Base Compensation will be based solely upon the satary
paid to the Member by the City, and will not include any amounts paid by

the labor organization.
§24.0202 Adoption of General Member Contributions Rates

The Board, based upon the advice of the Actuary, will penodically adopt by Rule the rate
of contribution of each General Member according to the age at the time of entry into the
Retirement System in complian_ce with federal law. These rates will be contained in the
operating Tables furnished to the Board by the System's Actuary. The Rules adopted by
the Board under this section are incorporated by reference into this Article and are

effective beginning July 1, 1989, in accordance with their terms.

Section 3. That Chapter 2, Article 4, Division 3 of the San Diego Municipal Code is

amended by amending sections 24.0301 and 24.0302, to read as follows:
§24.0301 Normal Rate of Contribution
For Safety Members, the Board-shall provide:

(a) [No change in text.]
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(b)  Effective November 18, 2002, a Member who 15 serving as the duly elected
president of a recognized employee labor organization will continue to participate

in the Retirement System. While serving as president:

(1) the Member will remain a full-time City employee receiving a salary from

the City;

(2) the Member wiil continue to make contributions, as set forth in this

Division, based upon his or her City salary;

(3) the Member's Base Compensation will be based solely upon the salary
paid to the Member by the City, and will not inciude any amounts paid by

the labor organtzation.
§24.0302 Adoption of Safety Member Contribution Rates

The Board, based upon the advice of the Actuary, will periodically adopt by Rule the rate
of contribution of each Safety Mémber according to the age at the time of entry into the
Retirement System in compliance with federal law. These rates will be contained iﬁ the
operating Tables furnished to the Board by the System's Actuary. The Rules adopted by
the Board under this section are incorporated into this Article as part of the Plan

document and are effective beginning July 1, 1989, in accordance with their terms.

Section 4. That Chapter 2, Article 4, Division 8 of the San Diego Municipal Code is

amended by amending section 24.0801, to read as follows:

§24.0801 City’s Contribution

Effective Tuly 26, 2004, based upon the advice of the Actuary, the Board separately

determines and adopts, the City’s employer contributions for General Members, Safety
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Members and Elected Officers. All deficiencies that occur due to the adoption of any

Retirement Ordinances must be amortized over a period of thirty vears or less,

Section 5. That Chapter 2, Article 4, Division 9 of the San Diego Municipal Code is |

amended by amending sections 24.0901 and 24.0902, to read as follows:

§24.0901 Rules, Actuarial Valuations, Determined Interest Assumption Rate, Employ

Actuary, Investment Counsel

The Board may make Rules it deems proper to adminster the Retirement System
consi;tent with its fiduciary duties under Article 16, Section 17 of the California
Constitution. The Board will identify the Rules that are incorporated into this Article as
part of the Plan document and are effective beginning July 1, 1989, and as may be
amended or adopted from time to time by the Board, in accordance with their terms.
Subject'to this ordinance, and the Board's Rules, ;che Board may modify benefits for
service and disability, determine who are Members, and is the sole judge of the
conditions under which persons may receive benefit from the system. The Board may
also secure and pay reasonable compensation for the medical services and advice it
deems necessary to discharge its duties.

The Board may employ an actuary as needed. Each year, on a fiscal year estébiished for
this purpose, the Board will employ an Actuary to make a valuation of the System's
assets and liabilities. At least once evbery five years, the Board will employ an Actuary to
conduct a thorough investigation of the mortality, service and compensation expérience
of Members and other persons receiving benefits, along with an actuarial valuation of the
Systemn’s assets and liabilities. From time to time, the Board will also determine by Rule

the assumed rate of interest earnings for the Retirement Fund. The Rule adopted for this



(0-2008-133 REV.)
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incorporated into this Article as part of the Plan document. The Board may also employ
independent investment counselors as needed to provide professional services to support

the Board's investment responsibilities.
§24.0902 Adoption of Mortality, Service, Interest Rates and Other Tables

Based upon its investigations, valuations, and determinations of the Actuary, the Board
will a.dIOpt by Rule the mortality, service and other tables and interest rates it deerns
proper, and will revise by Rule the Members' contribution rates as it deems necessary, to
provide the benefits of the Plan. The Board's decisions on matters covered by this section
are conclusive, if arrived at i good faith, and the Rules adopted under this section are
incorporated into this Article as part of the Plan document and are etfective beginning

July 1, 1989, in accordance with their terms.

Section 6. That Chapter 2, Article 4, Division 10 of the San Diego Municipal Code is
amended by renumbering section 24.1000 to section 24.1001, section 24.1005 to section
24.1003, by amending and renumbering section 24.1010 to 24.1004, by renumbering section
24.1011 to section 24,1005, section 24,1012 to section 24.1006, section 24.1013 to section

24.1007, and section 24.1014 to section 24.1008, and by adding section 24.1009, to read as

follows:
$§24.1001 Retired Persons
[No change n text.]
§24.1003 Continuity of Service

{No change in text.]
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§24.1004

(a)

(b)

(c)

(@)
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Compliance with Certain Internal Revenue Code Provisions

Effective July 1, 1989, the System will satisfy the qualification requirements in
Section 401 of the Intemal Revenue Code, as applicable. In order to meet those
requirements, the System is subject to the following provisions, notwithstanding
any other provision of retirement system law. The Board may adopt Rules to
implement this section, which are incorporated into this Article as part of the Plan
document, including Rules to comply with the Pension Protection Act of 2006.

Internal Revenue Code Section 401(a)(1), (2): Effective July 1, 1989, the assets

of the System, including the assets of retirement accounts, are held in trust and
may not be used for or diverted to any purpose other than for the exclusive benefit
of _the Members and their Beneficiaries and for paying the Systein’s reasonable
administrative expenses.

Internal Revenue Code Section 401(a}(8): Effective July 1, 1989, the System will

use forfeitures that arise for any reason, including from termination of
employment or death, to reduce employer contributions. Forfeitures may not be
applied to increase the benefits of any Member.

Internal Revenue Code Section 401(a)(9): Effective July 1, 1989, the System will

pay all benefits in accordance with the requirements of Section 401 (a)(9j of the
Internal Revenue Code and the Proposed Income Tax Regulations in effect under
that section, including the minimum distribution incidental benefit requirement of
Section 1.401(a)(9)-2 of the Proposed Income Tax Regulations. Notwithstanding
any other provision of this Article, effective on and after ] anuar‘y 1, 2003, the

System 1s subject to the following provisions:



(1)

(4)
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Benefits must begin by the required beginning date, which is the later of
April 1 of the calendar year following the calendar year in which the
Member reaches 70% years of age or April 1 of the calendar year
following the calendar year in which the Member tenminates employment.
If a Member fails to apply for retirement benefits by April 1 of the
calendar year following the calendar year in which he or she reaches 70%
years of age or April 1 of the calendar year following the calendar year in
which he or she terminates employment, whichever is later, the Board will
begin distributing the benefit as required by this Article.

The Member's entire interest must be distributed over the Member’s life or
the lives of the Member and a designated Benefictary, or over a period not
extending beyond the life expectancy of the Member or of the Member
and a designated Beneficiary. Death benefits must be distributed in
accordance with Intermal Revenue Code Section 401(a)9), including the
incidental death benefit requirement in Internal Revenue Code Section
401(a)(9)G), and the regulations implementing that section.

The life expectancy of 2 Member, the Member's spouse, the Member's
Beneficiary or, on and after January 1, 2005, the Member's Domestic
Pa.rtne;, may not be recalculated after the initial determination for
purposes of determining benefits.

if a Member dies after the required distribution of benefits has begun, the
remaining portion of the Member's interest must be distributed at least as

rapidly as under the method of distribution before the Member's death.

10
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If a Member dies before required distrnibution of the Member's benefits has

begun, the Member’s entire interest must be either

(A)  distributed (in accordance with federal regulations) over the life or
life expectancy of the designated Beneficiary, with the
distributions beginning no later than December 31 of the calendar
year following the calendar year of the Member's death, or

(B)  distributed within five years of the Member's death.

The amount of an annuity paid to a Member's Beneficiary may not exceed

the maximum determined under the incidental death benefit requirement

of Section 401(a)(9)(G) of the Internal Revenue Code.

The death and disability benefits provided by the System are limited by

the incidental benefit rule set forth in Treasury Regulation Section 1.401-

1(b)(1)(i) or any successor regulation thereto. As a result, any death or

disability benefit payable may not exceed 25% of the cost for all of the

Members' benefits received from SDCERS.

(e) Internal Revenue Code Section 401{a)(17):

(1)

(2)

In accordance with the Omnibus Budget Reconciliation Act of 1993
(OBRA '93), except as provided in this section, the‘annual compensation
the System takes into account for any purpose, inciuding contributions or -
benefits, may not exceed the amount allowed by Internal Revenue Code
Section 401(a)(17) as of the first day of the plan year.

The annual compensationlof each Member taken into account in
determining benefits or contributions for any plan year beginning on or

after July 1, 1996, and prior to July 1, 2002, may not exceed $150,000; as

11
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adjusted for cost of living increases in accordance with Internal Revenue
Code Section 401(a)(17)(B). Effective only for the 1996 plan year, the
rules of Internal Revenue Code Section 414(q)(6) will apply in
determining the annual compensation limitation, except that a member of
the family group will include only the spouse of the Member and any
lineal descendant of the Member who has not attained age nineteen before
the close of the year. If the annual compensation of a Member and his
family members is so limited, the annual compensation of the Member and
each such family meml?er will be equal to the compensation of each such
individual determined without regard to Internal Revenue Code Sections
401(a)(17) and 414(q)(6)_divided by such annual compensation for all
such il’ldiVid‘L'lalS as so determined and the quotient multiplied by the
applicable Internal Revenue Code Section 401(a)}(17) limitation amount,
as described above.

The annual compensatién of each Member taken into account in
determining benefits or contributions for any plan year beginning on or
after July 1, 2002, may not exceed $200,000, as adjusted for cost of living
increases in accordance with Internal Revenue Code Section
401(a)(17)(B).

For purposes of paragraphs (e)(1) through (e)(3), annual compensation
means compensation during the plan year or such other consecutive 12-
month period over which compensation is otherwise determined under the
System (the determination period). The cost of living adjustment in effect

for a calendar year applies to annual compensation for the determination

12
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period that begins with or within such calendar year. If the determination
period consists of fewer than 12 months, the annual compensation limit is
an amount equal to the otherwise applicable annual compensation limit
multiplied by a fraction, the numerator of which 1s the number of months
in the short determination period, and the denominator of which is 12. If
the compensation for any prior determination period is taken into account
in determining a Member's contributions or benefits for the current plan
year, the compensation for such prior determination period is subject to
the applicable annual compensation limit in effect for that prior period.
The himits referenced in paragraph (e)(1) through (e)(4) above apply only
to plan years beginning on or after July 1, 1996, and only to individuals
who first become Members in plan years beginning on and after July 1,
1996. Individuals who become Members before plan years beginning on
and after July 1, 1996, are not subject to the limits of Internal Revenue
Code Section 401(a)(17). Pursuant to Section 13212(d)}(3}A) of OBRA
‘93, and the regulations issued under that section, the annual compensation
in effect under Internal Revenue Code Section 401(a)(17) does not apply

to any such Member in any year.

Internal Revenue Code Section 401{a)(25): Effective July 1, 1989, SDCERS will

determine the amount of any benefit that is determined on the basis of actuarial
~ assumptions using assumptions adopted by the Board by Rule; such benefits will
not be subject to employer discretion. The Board Rules adopted for this purpose

are incorporated into the Article as part of the Plan document.

13
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(g) Internal Revenue Code Section 401(a)(31):

This subsection appiies to distributions made on or after January 1, 1993,

Notwithstanding any contrary provision or retirement law that would

otherwise limit a distributee's election under this Article, a distributee may

elect, at the time and in the manner prescribed by the Board, to have any

portion of an eligible roliover distribution paid directly to an eligible

retirement plan specified by the distributee in a direct rollover.

(A)

Eligible rollover distribution: An eligible rollover distribution is
any distribution of all or any portion of the balance to the credit of
the distributee, except that an eligible rollover distribution does not
include: any distribution that is one éf a series of substantially
equal periodic payments (not less frequently than annually} made
for the life-(or the life expectancy) of the distributee or the joint
lives (or joint life expectancies) of the distributee and the
distributee's designated beneficiary, or for a specified period of ten
years or more; any distribution.to the extent such distribution is
required under Internal Revenue Code Section 401(a)(9); the
portion of any distribution that is not includible in gross income;
and any other distribution that is reasonably expected to total less |
than $200 during the year. Effective January 1, 2002, a portion of
a distribution will not fail 1o be an eligible rollover distribution
merely because the portion consists of after-tax employee
contributions that are not includible in gross income. However,

such portion may be transferred only to an individual retirement

14
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account or annuity described in Intémal Revenue Code Section
408(a) or (b), or to a qualified defined contribution plan described
in Internal Revenue Code Section 401(a) or to a qualified plan
described in Internal Revenue Code Section 403(a), or on or after
January 1, 2007, to a qualified defined benefit plan described in
Internal Revenue Code Section 401(a) or to an annuity contract
described in Intemal Revenue Code Section 403(b), that agrees to
separately account for amounts so transferred (and earnings
thereon),.includin g separately accounting for the portion of the
distribution that. is includible in gross income and the portion of the
distribution that is not so includible.

Eligibie retirement plan: An ehigible retirement plan 1s:

(1) cffective January 1, 2002, a plan eligible under Internal
Revenue Code Section 457(b) that is maintained by a state,
political subdivision of a state, or any agency or
instrumentality of a state or political subdivision of a state
that agrees to separately account for amounts transferred
mto the plan from the System,

(11) an individual retirement account described in Internal
Revenue Code Section 408(a),

(111)  anindividual retirement annuity described in Internal
Revenue Code Section 408(b),

(iv)  an annuity plan described in Internal Revenue Code Section

403(a),

15
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(v) effective January 1, 2002, an annuity contract described in
Internal Revenue Code Section 403(b),

{(vi)  aqualified trust described in Internal Revenue Code
Section 401(a), that accepts the distributee's eligible
rollover distribution, or

(vii)  effective January 1, 2008, a Roth IRA described in Internal
Revenue Code Section 408A.

(C)  Effective January 1, 2002, the definition of eligible rollover
distribution also includes a distribution to a surviving spouse, or to
a spouse or former spouse who 1s an alternate payee under a
domestic relations order, as defined in Internal Revenue Code
Section 414(p).

(D). Distributee: A distributee includes an employee or former
employee. It also includes the employee's or former emplovee's
surviving spouse and the employee's or former employee's spouse
or former spouse who is the alternate payee under a qualified
domestic relations order, as defined in Internal Revenue Code
Section 414(p). Effective January 1, 2007, it further includes a
nonspouse beneficiary who is a designated beneficiary as defined
by Internal Revenue Code Section 401(a)(9)}(E). However, a
nonspouse beneficiary may rollover the distribution only to an
individual retirement account or individual retirement annuity

established for the purpose of receiving the distribution and the

16
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account or annuity will be treated as an "inherited"” individual
retirement account or annuity.
(E) Direct rollover: A direct roilover 1s a payment by the System to the
eligible retirement plan specified by the distributee.
Effective January 1, 2006, in the event of a mandatory distribution greater
than $1,000 in accordance with the provisions of Section 24.0206 or
Section 24.0306, 1f a Member does not elect to have such distribution paid
directly to an eligible retirement plan specified by the Member in a direct
rollover or to receive the distribution directly in accordance with Section
24.0206 or Section 24.0306, then the Board will pay the distribution in a

direct rollover to an individual retirement plan designated by the Board.

(h) Internal Revenue Code Section 415:

(1)

Effective July 1, 1989, Member coniributions paid to, and retirement
benefits paid from, the System may not exceed the annual limits on

contributions and benefits, respectively, allowed by Internal Revenue
Code Section 415.. For purposes of applying these imits, the definition of .

compensation where applicable will be compensation as defined in

Treasury Regulation Section 1.415(¢c)-2(d)(3), or successor regulation;

provided, however, that the definition of compensation will exclude
Member contributions picked up under Internal Revenue Code Section
414(h}2), and for plan Iyears beginning after December 31, 1997,
compensation will include the amount of any elective deferrals, as defined
in Internal Revenue Code 'Section 402(g)(3), and any amount contributed

or deferred by the employer at the election of the Member and which is

17
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not includible 1n the gross income of the Member by reason of Internal

Revenue Code Section 125 or 457, and for plan years beginnung on and

after January 1, 2001, Internal Revenue Code Section 132(£)(4).

Before July 1, 1995, a Member may not receive an annual benefit that

exceeds the himits specified in Internal Revenue Code Section 415(b),

subject to the applicable adjustments in that section. On and after July 1,

1995, a Member may not receive an annual benefit that exceeds the dollar

amount specified in Internal Revenue Code Section 415(b)(1)(A), subject

to the applicable adjustments in Internal Revenue Code Section 415(b).

For purposes of applying the limits under Code Section 415(b) (Limit), the

following will apply:

(A)  before July 1, 2007, adjustments under Sections 24.1503, 24.1504,
24.1505, and 24.1506 will be taken into consjderation‘when
determining a Member's applicable Limit;

(B)  onand after July 1, 2007, with respect to a Member who does not
receive a portion of the Member's annual benefit in a lump sum:

(1) a Member's applicable Limit will be applied to the
Member's annual benefit in the first limitation year without
regard to any automatic cdst of living increases under
Section 24.1501;

(1) to the extent the Member's annual benefit equals or exceeds
the Limit, the Member will no longer be eligible for cost of

living increases under Section 24,1505 until such time as

18
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the benefit plus the accumulated increases under Section
24..1505 are less than the Limit, and
(1)  thereafter, in any subsequent limitation year, the Member's
annual benefit including any automatic cost of living
increase applicable under Section 24.1505 shall be tested
under the then applicable benefit limit including any
adjustment to the Code Section 415(h)(1)(A) dollar limit
under Internal Revenue Code Section 415(d) and the
regulations thereunder; and
On and after July 1, 2007, with respect to a Member who receives
a portion of the Member's annual benefit in a lump sum, a
Member's appiicable Limit shall be applied taking into
consideration automatic cost of living increases under Section
24.1501 as required by Internal Revenue Code Section 415(b) and
applicable Treasury Regulations; and
On and after July 1, 2007, in no event will a Membert's aﬁnual
benefit payable under the System in any limitation year be greater
than the limit applicable at the annuity starting datle, as increased 1n
subsequent years pursuant to Iniernal Revenue Code Section
415(d) and the regulations thereunder. If the form of benefit
without regard to the automatic benefit increase féature 1s not a
straight life or a qualified joint and survivor annuity, then the
preceding sentence is applied by either reducing the Intemnal

Revenue Code Section 415(b) limit appl-icable at the annuity

19
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starting date or adjusting the form of benefit to an actuarially

equivalent straight life annuity benefit determined using the

following assumptions that takes into account the death benefits

under the form of benefit:

(1)

For a benefit paid in a form to which Internal Revenue

Code Section 417(e)(3) does not apply, the actuarially

equivalent straight life annuity benefit that is the greater of

(or the reduced Section 415(b) limit applicable at the

annuity starting date which is the lesser of when adjusted in

accordance with the following assumptions):

(a)

(b)

The annual amount of the straight life annuity (if
any) payable to the participant under the plan
commencing at the same annuity starting date as the
form of benefit payable to the participant, or

The annual amount of the straight life annuity
commencing at the same annuity starting date that
has the same actuarial present value as the form of
benefit payable to the participant, computed using a
5 percent interest assumption (or the applicable
statutory interest assumption) and the applicable

mortality table described in Treasury Regulation

" Section 1.417(e)-1(d)(2) (the mortality table

specified in Revenue Ruling 98-1 (prior to 2003) or

Revenue Ruling 2001-62 or any subsequent

20
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‘Revenue Ruling medifying the applicable

provisions of Revenue Ruling 2001-62); or

For a benefit paid in a form to which Internal Revenue

Code Section 417(e)(3) applies, the actuarially equivalent

straight life annuity benefit that is the_greatest of (or the

reduced Section 415(b) limit applicable at the annuity

starting date which ts the least of when adjusted in

accordance with the following assumptions):

(a)

(b)

The annual amount of the straight life annuiry
commencing at the annuity stértin ¢ date that has the
same actuarial present value as the particular form
of benefit payable, computed using the interest rate
and mortality table, or tabular factor, specified in
the plan for actuarial expernence;

The annual amount of the straight life annuity
commencing at the annuity starting date that has the
same actuarial present value as the particular form
of benefit payable, compuied using a 5.5 percent
interest assumption (or the applicable statutory
nterest assumption) and the applicable mortality
table for the distribution under Treasury Regulation
Section 1.417(e)-1(d}(2) (the mortality table
specified in Revenue Ruling 98-1 (prior to 2003) or

Revenue Ruling 2001-62 or any subsequent
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Revenue Ruling modifying the applicable
provisions of Revenue Ruiing 200}-62); or
(c) The annual amount of the straight life annuity
commencing at the annuity starting date that has the
same actuarial present value as the particular form
of benefit payable (computed using the applicable
interest rate for the distribution under Sectioﬁ
1.417(e)-1(d)3) (the 30-year Treasury rate (prior to
July 1, 2007, using the rate in effect for the month
prior to retirement, and on and after July 1, 2007,
using the rate in effect for the first day of the plan
| year with a one-year stabilization period)) and the

applicable mortality table for the distribution under
Section 1.417(e)-1(d)(2) (the mortality table
specified in Revenue Ruling 98-1 (prior to 2003) or
Revenue Ruliﬁg 2001-62 or any subsequent
Revenue Ruling modifying the applicable
provisions of Revenue Ruling 2001-62), divided by
1.05.

Notwithstanding any other provision of law to the contrary, the Board may

modify a request by a Member to make a contribution to the System if the

amount of the contribution would exceed the limits provided in Internal

Revenue Code Section 415 by using the following methods:
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If the law requires a lump sum payment for the purchase of service

credit, the Board may establish a periodic payment plan for the

Member to avoid a contribution in excess of the limits under

Internal Revenue Code Sections 415(c) or 415(n).

If payment pursuant to subsection (h}(4)(A) will not avoid a
contribution in excess of the limits imposed by Internal Revenue
Code Section 41 5(c), the Board may either reduce the ‘Member's
contribution to an amount within the limits of that section or refuse

the Member's contribution.

Effective for permissive service credit contributions made in years

beginning after December 31, 1997, if 2 Member makes one or
more contributions to purchase penmnissive service credit under the
System, then the requirements of this section will be treated as met

only if:

(1) the requirements of Internal Revenue Code Section 415(b)
are met, determined by treating the accrued benefit derived
from all such contributions as an annual benefit for

purposes of Internal Revenue Code Section 415(b}, or

(i1) the requirements of Internal Revenue Code Sect.ion 415(c)
are met, determined by treating all such contributions as
annual additions for purposes of Intemal Revenue Code
Section 415(c). For purposes of applying subparagraph (i)

the System will not fail to meet the reduced limit under
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Internal Revenue Code Section 415(b)}(2)(C) solely by
reason of this paragraph (4), and for purposes of applying
subparagraph (i) the System will not fail to meet the

percentage limitation under Internal Revenue Code Section

“415(c)(1)(B) solely by reason of this paragraph (4).

- For purposes of this paragraph (4) the term "permissive service

credit” means service credit:

®

TR
(i)

(iit)

recognized by the System for purposes of calculating a

Member's benefit under the System,
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and

which such Member may receive only by making a
voluntary additional contribution, in an amount determined
under the System, which does not exceed the amount
necessary to fund the benefit atm‘butéb]e to such service

credit.

Effective for permissive service credit contributions made in years

beginning after December 31, 1997, permissive service credit may

include service credit for periods for which there 1s no performance

of service, and, notwithstanding clause (i1), may include service

credited 1n order to provide an increased benefit for service credit

that a Member is receiving under the System.
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The System will fail to meet the requirements of this paragraph (4)

if;

(1) more than five years of nonqualified service credit are

taken nto account for purposes of this paragraph (4), or

(11) any nonqualified service credit is taken into account under
this paragraph (4) before the Member has at least five years

of participation under the System.

For purposes of subparagraph (E), effective for permissive service

credit contributions made in vears beginning after December 31,

1597
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service credit other than that allowed with respect to:

(1) service (including parental, n-ledical, sabbatical, and similar
leave) as an employee of the Government of the United
States, any State or political subdivision thereof, or any
agency or Instrumentality of any of the foregoing (other
than military service or service for credit which was
obtained as a result of a repayment described in Internal

Revenue Code Section 415(k)(3)),

(11) service (including parental, medical, sabbatical, and similar
leave) as an employee (other than as an employee described
in clause (1)) of an education organization described in

Internal Revenue Code Section 170(b)(1)(A)(ii) which is a
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public, private, or sectarian school which provides
elementary or secondary education (through grade 12), or a
comparable level of education, as determined under the

applicable law of the jurisdiction in which the service was

performed,

service as an employee of an association of employees who

are described in clause (i), or

military service (other than qualified military service under
Internal Revenue Code Section 41 4(u)) recognized by such

governmental plan.

In the case of service described in clause (i), (i), or (ii1), such

service will be nonqualified service if recognition of such service

would cause a Member fo receive a retirement benefit for the same

service under more than one plan.

In the case of a trustee-to-trustee transfer after December 31, 2001,

to which Intemal Revenue Code Section 403(b)(13)(A) or

457(e)(17)A) applies (without regard to whether the transfer is

made between plans maintained by the same employer):

(1)

the limitations of subparagraph (E) will not apply in
determining whether the transfer is for the purchase of

permissive service credit, and

e,
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(1iy  the distribution rules applicable under federal law to the
System will apply to such amounts and any benefits

attributable to such amounts.

(H)  For an eligible Member, the limitation of Internal Revenue Code
Section 415(c)(1) will not be applied to reduce the amount of
permissive service credit that may be purchased to an amount Jess
than the amount that was allowed to be purchased under the terms
of the SDCERS as in effect on August 5, 1997. For purposes of
this subparagraph (H), an eIigib‘Ie Member is an individual who

first became a Member in SDCERS before July 1, 1998,

Effective January 1, 2009, the limitation year for purposes of Internal
Revenue Code Section 415 is the calendar )‘zear beginning each January 1
and ending each December 31, with a short limitation year beginning July
1, 2008, and ending December 31, 2008. This 1s a change in the limitation
year made pursuant to Treasury Regulation Section 1.415-2(b)(2) or
successor regulation. The impleméntation of the change in the limitation
year will bé accomplished as required by Treasury Regulation Section
1.415-2(b){4) or successor regulation.

Nothing contained in this section will lifnit the City Council from
modifying benefits to the extent such modifications are permissible by the

City Charter and apphcable state and federal law.
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1) Internal Revenue Code Section 503(b): Effective July 1, 1989, the Board may not
engage in any transaction prohibited by Section 503(b) of the Internal Revenue

Code.

) Internal Revenue Code Section 414(u): Effective December-12, 1994,

notwithstanding any other provision of retirement system law, contributions, |
benefits and service credit with respect to qualified military service are governed
by Internal Revenue Code Section 414(u) aﬁd the Uniformed Services
Employment and Reemployment Rights Act of 1994,

(k) Internal Revenue Code Section 411(e): Effective July 1, 1989, in addition to any

protection provided by this ordinance and California law:
(1) A Member will be 100% vested in all Plan benefits upon attainment of the
Plan's age and service requirements for the Plan's normal retirement

benefit; and
(2) A Member will be 100% vested 1n all Plan benefits if the Plan is

terminated or experiences a complete discontinuance of contributions.
§24.1005 Reciprocal Benefits with the Public Employees’ Retirement System

[No change in text.]

§24.16006 Retirement Allowance of Fixed Pension Retirees
[No change 1n text.]

§24.1007 Early Retirement Incentive Program

[No change 1n text.]
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§24.1008 Exemption from Process; Assignments Prohibited

[No change 1n text.]
§24.1009 Presidential L.eave Program Prohibited

The Presidential Leave Program previously agreed to and established by the City in
Memoranda of Understanding and by Council Resolution is hereby terminated
retroactively to its date of adoption, and the City will not re-establish the program in the
future. No Member will be allowed to accrue Creditable Service, make contributions or

include compensation as a result of employment with a Jabor organization.

Section 7. That Chapter 2, Article 4, Division 12 of the San Diego Municipal Code is
amended by repealing section 24.1203 effective July 1, 2005, and by amending section 24.1204

effective July 1, 2005, to read as follows:

§24.1204 Funding of Retiree Health Benefits

The retiree health benefits described in this Division will be paid by the City, directly,
from any source available to it other than the Plan.

Section 8. That Chapter 2, Article 4, Division 13 of the San Diego Municipal Code is

amended by repealing section 24.1310(¢c) effective July 1, 2002.

Section 9. That Chapter 2, Article 4, Division 14 of the San Diego Municipal Code is

amended by repealing section 24.1402(b)(9) effective July 1, 2002.

Section 10. That Chapter 2, Article 4, Division 15 of the San Diego Municipal Code is

amended by repealing section 24.1502(a)(5) effective July 1, 2005.
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Section 11. That a full reading of this ordinance 1s dispensed with prior to its passage, a

written or printed copy having been available to the City Council and the public prior to the day
of 1ts passage.
Section 12. That this ordinance shall take effect and be in force on the thirtieth day from

and after its final passage.

APPROVED: MICHAEL J. AGUIRRE, City Attorney

By Clothonms) d/(cwéétﬁ/

Catherine M. Bradley
Chief Deputy City Attorney

CMB:als
03/28/08
04/01/08 REV.
Or.Dept:Mayor
0-2008-133

1 hereby certify that the foregoing Ordinance was passed by the Council of the City of San
Diego, at this meeting of .

ELIZABETH S. MALAND
City Clerk

By
Deputy City Clerk

Approved:
: (date) . JERRY SANDERS, Mayor

Vetoed:

(date) , JERRY SANDERS, Mayor
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STRIKEOUT ORDINANCE

OLD LANGUAGE: StruekOut
NEW LANGUAGE: Redline

§ 24.0103

ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE AMENDING CHAPTER 2, ARTICLE 4, OF
THE SAN DIEGO MUNICIPAL CODE BY AMENDING
DIVISION 1, SECTIONS 24.0103 AND 24.0103.1, BY
AMENDING DIVISTON 2, SECTIONS 24.0201 AND 24.0202;
BY AMENDING DIVISION 3, SECTIONS 24.0301 AND

24.0302; BY AMENDING DIVISION 8, SECTION 24.0801; BY

AMENDING DIVISION 9, SECTIONS 24.0901 AND 24.0902;
BY AMENDING DIVISION 10, BY RENUMBERING SECTION
24.1000 TO SECTION 24.1001, SECTION 24.1005 TO
SECTION 24.1003, BY AMENDING AND RENUMBERING

NAAdA TN AT RITTAATY
DJ:‘,L,lium 24. lUlU Lu 241 lUU‘-I' Jul | .[\.LAV\.JJViDERI}‘]G SECTIO N

24,1011 TO SECTION 24.1005, SECTION 24.1012 TO
SECTION 24.1006, SECTION 24.1013 TO SECTION 24.1007,
AND SECTION 24.1014 TO SECTION 24.1008, AND BY
ADDING SECTION 24.1009; BY REPEALING DIVISION 12,
SECTION 24.1203 AND AMENDING SECTION 24.1204; BY
REPEALING DIVISION 13, SECTION 24.1310(c), BY
REPEALING DIVISION 14, SECTION 24.1402(b)(9), BY
REPEALING DIVISION 15, SECTION 24.1502(a)(5); ALL
RELATING TO THE SAN DIEGO CITY EMPLOYEES’
RETIREMENT SYSTEM.

Definitions

Unless otherwise stated, for purposes of this Article:

“Accumulated Additional Contributions” through “Accumulated Normal Contribuiions”

[No change in text.]

“Actuarial Equivalen:” means a benefit of equal value when computed upon the basis of

the mortality, interest, and other tables adopted by the Board ferthis-purpese by Rule,

These Board Rules, as the same may be amended or adopted by the Board from time to
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time. are Incarporated by reference into this Article as part of the Plan document. This

definition is effective July 1, 1989,

“Actuary” through “Base Compensation” [No change in text.]

“Base Retirement Benefit” means the monthly retirement benefit for service or disability
paid to @ Member, or a like amount which is deposited monthl y in the account of a DROP
 Parti cipant, which includes: 1) the Unmodified Service Retirement allowance (which will
be modified if the member selects an opﬁonal retirement as provided in Division 6}; 2)
the Cost of Living Annuity; 3) the annual Cost of Living Adjustment (COLA) described
in Section 24.1505; and 4) the Surviving Spouse Annuity described in Section 24-0521
24.0601 if selected by the Member. The Base Retirement Benefit does not include the

L

— L4 71 - -
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Annual Supplemental Benefit (13th chieck) described in Section 24.1503 or i
Suppiemental COLA adjustment described in Section 24.1504.

“Beneﬁcz’ary” through “Retirement System” [No change in text.]

“Rulefs) means the current set of funding, contribution and actuarial eguivalent factor

rules promuleated by the Board and _covering the period from Julv 1. 1989 to June 30.

2008. attached as Appendix A to this Article, and said rules, as may be amended or
adopted from time to time by the Board, which will constitute part of the SDCERS

written plan document for purposes of the qualification requirements of Internal Revenue

Code Section 401(a).

“Safety Member " through “Unmodified Service Retirement Allowance” [No change in

text. ]
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Compliance with the California Domestic Partner Rights and

Responsibilities Act of 2003

Unless otherwise stated, for purposes of thus article: "surviving spouse” includes a

registered Domestic Partner pursuant to the California Domestic Partner Rights and

Responsibilities Act of 2003. This Section 24.0103.1, as added by O-19568 N.S.. is

retroactivelv effective January 1. 2005, to comply with operation pursuant-to California

law.

§24.0201

Normal Rate of Contribution

For General Members, the Board shall provide:

A
a
g

(b)

TNT o o T bl
VNG cnanes i iexi
L =] El

Effective November 18, 2002, a A Member who is serving as the duly elected

president of a recognized employee labor organization stay will continue to

participate in the Retirement System. eensistent-with-the-soverning Memorandum

While serving as president:

(1) - the Member will remain a full-time Citv emplovee receivine a salarv from
the Cit)g;

(2) the Member wiil continue to make contributions, as set forth in this

Division, based upon his or her Citv salary:

(3) the Member's Base Compensation will be based solelv upon the salary

paid to the Member by the City, and will not.include any amounts paid by

the labor organization,
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§24.0202 Adoption of General Member Contributions Rates

The Board, based upon the advice of the Actuary, shalt will periodically adopt by Rule

the rate of contribution of each General Member according to the age at the time of entry

into the Retirement System in compliance with federal law, said-rateste- These rates will
be contained in the operating Tables furnished to the Board by the System’s Actuary. The

Rules adopted bv the Board under this section are incorporated by reference into this

Article and are effective beginning July 1, 1989 1n accordance with their terms.

§24.0301 Normal Rate of Contribution
For Safety Members, the Board shall provide:
{(a) {No change in text.]

(b) Effective November 18, 2002, a A Member who is serving as the duly elected

president of a recognized employee labor organization may will continue to

participate in the Retirement System. eonsistent-with-the-covemine Memeorandum

While serving as president:

(1) the Member will remain a full-time City emplovee receiving a salary from

the City;
{(2) the Member will continue to make contributions. as set forth in this

Division. based upon his or her City salary;

(3) the Member's Base Compensation will be based solelv upon the salary

paid to the Member by the City, and will not include any amounts paid by

the labor organization.
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§24.0302 Adoption of Safety Member Contribution Rates

The Board, based upon the advice of the Actuary, shell will periodically adopt by Rule
the rate of contribution of cach Safety Member according to the age at the ttme of entry
into the Retirement System in_compliance with federal Jaw, satdrateste- These rates will
be contained in the operating Tables fumnished to the Board by the System's Actuary. The

Rules adopted by the Board under this section are incorporated into this Article as part of

the Plan document and are effective beginning July 1, 1989, in accordange with their

terms.

§24.0801 City’s Contribution

the-City-and-the Beard: Effective July 26,2004, based upon the advice of the Actuary, the

Board separately determines and adopts, The-SanDieco-City Employees Retirement

Retirement-Systen; the City’s emplover contributions for General Members, Safety

Members and Elected Officers. All deficiencies that occur due to the adoption of.any

Retirement Ordinances must be amortized over a period of thirty years or less. The
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§24.0901 Rules, Actuarial Valuations, Determined Interest Assumption Rate, Employ

Actuary, Investment Counsel

The Board may make Rules it deems proper to administer the Retirement System

consistent with its fiduciary duties under Article 16, Section 17 of the Califorma

Constitution. The Board will identify the Rules that are incorporated into this Article as

part of the Plan document and are effective beginning July 1, 1989, and as mav be

amended or adopted from time to time by the Board, in accordance with their terms,

Subject to this ordinance, and the Board's Rules, the Board may modify benefits for
service and disability, determine who are Members, and is the sole judge of the

conditions under which persons may receive benefit from the system. The Board may

deems necessary to discharge its duties.

The Board may employ an actuary as needed. Each year, on a fiscal year established for
this purpose, the Board will employ an Actuary to make a valuation of the Systemn's
assets and liabilities. At least once every five years, the Board will employ an Actuary to
conduct a thorough investigation of the mortality, service and compensation expenience
of Members and other persons receiving benefits, along with an actuarial valuation of the

System's assets and Jiabilities. From time to time, the Board will also determine by Rule

the assumed rate of interest earnings for the Retirement Fund. The Rule adopted for this

purpose will be used to determine interest rates for Member contribution accounts and is

incorporated into this Article as part of the Plan document. The Board may also employ

independent investment counselors as needed to provide professional services to support

the Board's investment responsibilities.
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§24.0902 Adoption of Mortality, Service, Interest Rates and Other Tables

Based upon its investigations, valuations, and determinations of the Actuary, the Board
will adopt by Rule the mortality, service and other tables and interest rates it deems
proper, and will revise by Rule the Members' contribution rates as it deems necessary, to

provide the benefits of the Plan. The Board's decisions on matters covered by this section
are conclusive, if arrived at in good faith, and the Rules adopted under this section are
incorporated into this Article as part of the Plan document and are effective beginning

July 1. 1989 in accordance with their terms.

§24.10001  Retired Persons
: [No change iﬁ text.]
§24.10053  Continuity of Service
[No change in text.]

§24.100484 Compliance with Certain Internal Revenue Code Provisions

{a) Effective July 1. 1989 the Svstem will satisfy the gualification reguirements in

Section 401 of the Internal Revenue Code. as applicable. In order to meet those

requirements, the System 1s subject to the following provisions. notwithstanding
any other provision of retirement system law. The Board mav adopt Rules to -
implement this section, which are incorporated into this Article as part of the Plan
document, inciuding Rules fo comply with the Pension Protection Act of 2006,

(b) Internal Revenue Code Section 401{a)(1). (2); Effective Iuly 1, 1989, the assets

of the System, including the assets of retirement accounts, are held in trust and
may not be used for or diverted to any purpose other than for the exclusive benefit
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of the Members and their Beneficiaries and for paving the System’s reasonable

admtinistrative expenses.

(c) Internal Revenue Code Section 401(a)}{]): Effectiv¢ Julv 1, 1989, the System will

use forfeitures that arise for any reason, mncluding from termination of

emplovment or death, to reduce emplover contributions. Forfeitures mayv not be

applied to increase the benefits of any Member.
(d) Internal Revenue Code Section 401(a)(9): Effective July 1, 1989, the System will

pay all benefits in accordance with the requirements of Section 401(a)(9) of the
Internal Revenue Code and the Proposed Income Tax Regulations in effect under
that section, including the minimum distribution incidentai benefit requirement of

Section '1 401(a)X(9)-2 of the Proposed Income Tax Regulations. Notwithstanding

any other provision of this Article. effective on and after Januarv 1. 2003, the

Svstem is subject to the following provisions:

) Benefits must begin by the required beginning date, which is the later of

April 1 of the calendar vear following the calendar vear in which the
Member reaches 70% vears of age or April 1 of the calendar vear

following the calendar vear in which the Member terminates emplovment.

If a Member fails to apply for retirement benefits by April 1 of the

calendar vear following the calendar vear in which he or she reaches 70%

vears of age or April | of the calendar vear following the calendar vear in

which he or she terminates employvment, whichever 15 later, the Board will

begin distributing the benefit as required by this Article.

2) The Member's entire interest must be distributed over the Member’s life or

the lives of the Member and a designated Beneficiary, or over a period not
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extending bevond the [ife expectancy of the Memb-er or of the Member
and a designated Beneficiary. Death benefits must be distributed in
accordance with Internal Revenue Code Section 401(a)(9), including the
incidegtal. death benefit requirement in Internal Revenue Code Section

401{a)N(G). and the regulations implementing that section.

%)) The life expectancy of a Member, the Member's spouse. the Member's

Beneficiary or, on and after January 1, 2005, the Member’s Domestic
Partner, may not be recalculated after the initial determination for

purposes of determining benefits.

(4) If a Member dies after the required distribution of benefits has begun, the

remaining portion of the Member's interest must be distributed at least as

rapidlv as under the method of distribution before the Member's death.

(5) If a Member dies before required distribution of the Member's benefits has

begun, the Member’s entire interest must be either

{A) distributed {in accordance with federal reculations) over the life or

life expectancy of the designated Beneficiary, with the

distributions beginning ne later than December 31 of the calendar

yéar following the calendar vear of the Member's death. or
(B) distributed within five vears of the Member's death.

(6) The amount of an annuity paid to a Member's Beneficiarv may not exceed

the maximum determined under the incidental death benefit requirement

of Section 401(a)(9XG) of the Internal Revenue Code,

(7) The death and disability benefits provided by the System are limited by

the incidental benefit rule set forth in Treasury Reculation Section 1.401-
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1(h)} 1){1) or any successor reculation thereto. As a result, anv death or

disabilitv benefit pavable may not exceed 25% of the cost for all of the

Members' benefits recelved from SDCERS.

(e)&y Internal Revenue Code Section 401(a)(17):

(1)

In accordance with the Omnibus Budget Reconciliation Act of 1993
(OBRA '93), except as provided in this section herein, the annual
compensation the System takes takes into account underthe Retirement
Svstem for any purpose, including butnetlimitedte contributions and/or
benefits, shalt may not exceed $356;060-er-such-arser the amount allowed

by Internal Revenue Code sSection 401(a)(17) as of the first day of the

plan vear.
The $150.000 st annual compensation of each Member taken into

account in determinine benefits or contributions for anv plan vear

beginning on or after July 1, 1996, and prior to July 1, 2002, may not

exceed $150.000, as adjusted for cost of living increases in accordance

with Internal Revenue Code Section 401(a)(17)(B). I+1996;-thefamily

~ts wAY4

(1=t =]

: o d inine o limit in effect for
detemmnation-pertod: Effective only for the 1996 plan year, the rules of

Internal Revenue Code Section 414(g)(6) will apply in determinine the

annual compensation limitation, except that a member of the family sroup

will include onlv the spouse of the Member and anv lineal descendant of

the Member who has not attained age nineteen before the close of the vear.

If the annual compensation of a Member and his famity members is so

10
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limited, the annual compensation of the Member and each such familv

member will be equal to the compensation of each such individual

determined without regard to Internal Revenue Code Sections 401 (a¥(17)

and 414(a}(6) divided bv such annual compensation for all such

individuals as so deiermined and the quotient multiplied by the applicable

Internal Revenue Code Section 401{a)(17) limitation amount, as described

abgve.

(3) The annual compensation of each Member taken into account in
determining benefits or contributions for any plan vear beginning on or
after July 1. 2002, may not exceed $200,000, as adjusted for cost of living

increases in accordance with Internal Revenue Code Section

401(a¥17)(B).

{(4) For purmoses of paragraphs (e)(1) through (e)3), annual compensation

means compensation during the plan vear or such other consecutive 12-

month period over which compensation is otherwise determined under the
System (the determination period). The cost of living adjustment in effect
for a calendar vear applies to annual compensation for the determination

period that beeins with or within such calendar vear, If the determination

period consists of fewer than 12 ndonths; the annual compensation limit is
an amount equal to the otherwise applicable annual compensation limit

multiplied by a fraction, the numerator of which is the number of months

in_the short determination period, and the denominator of which is 12 If
the compensation for any prior determination period is taken into account

in.determining a Member's contributions or benefits for the current plan

11
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vear. the compensation for such prior determination period is subject to
the applicable annual compensation limit in_effect for that prior period.

(5)3>—The himits referenced in paragraph (e)(1) through (e)(4) above apply only

to plan vears beginning on or after July 1. 1996, and onlv to individuals

who first Become Members in plan years beginning on and after July 1.
1996, Individuals who become mtMembers of the Retirement-system
before plan years beginning on and after Janwary July 1, 1996, shallnotbe
are not subject to the limits of Internal Revenue Code sSection 401(a)(17).
Instead—pPursuant to Section 13212(d)(3)(A) of OBRA 93, and the
regulations issued thereunder under that section, the annual compensation
1n effect under Internal Revenue Code sSection 401(a)(17) shal dogs not

apply to any such mMember in any year.

Internal Revenue Code Section 401{a)(25). Effective Julv 1, 1989, SDCERS will

(g)

determine the amount of any benefit that is determined on the basis of actuarial

assumptions using assumptions adopted by the Board by Rule: such benefits will

not be subject to employer discretion. The Board Rules adopted for this purpose
are incorporated into the Article as part of the Plan document.

Inlernal Revenue Code Section 401(a)(31}):

(1)

This subsection applies to distributions made on or after January 1. 1993,

Notwithstanding anv contrary provision or retirement law that would

otherwise limit a distributee's election under this Article, a distributee may
elect, at the time and in the manner gfescribed by the Board, to have any

portion of an eligible rollover distribution paid direct]v to an elicible

retirement plan specified by the distributee in a direct rollover.

12
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(A) Eligible rollover distribution: An eligible roilover distribution is

any distribution of all or any portion of the balance tg the credit of

the distributee, except that an eligible rollover distribution does not

include: any distribution that is one of a series of substantially

equal periodic payments (not less frequentlv than annualiv) made

for the life (or the life expectancy) of the distributee or the joint
lives (or joint life expectancies) of the distributee and the
distributee’s designated beneficiary, or for a specified period of ten
years or more; any distribution to the extent such distribution is
required under Internal Revenue Code Section 401(a)(9); the
portion of any distribution that is not includible in gross income;

and any other distribution that is reasonably expected to total less

than $200 durine the vear, Effective January I. 2002, a portion of

a distribution will not fail to be aﬁ eligible rollover distribution

merely because the portion consists of after-tax employee

contributions that are not includible in gross income. However,
- such portion may be transferred onlv to an individual retirement

account or annuity described in Internal Revenue Code Section

408(a) or (b). or to a qualified defined contribution plan described

in Internal Revenue Code Section 401(a) or to a qualified plan

described in Internal Revenne Code Section 403¢ a-) or on or after

January 1. 2007, to a qualified defined benefit plan described in

Internal Revenue Code Section 401(a) or to an_annuity contract

described in Internal Revenue Code Section 403(b), that agrees to

13
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separate]y account for amounts so transferred (and earmings

thereon), including separatelv accounting for the portion of the

distribution that is includible in gross income and the portion of the

distribution_that 1s not so includible,

Eligible retirement plan; An eligible retirement plan is:

1) effective January 1, 2002, a plan eligible under Internal

Revenue Code Section 457(b) that is maintained by a state

political subdivision of a state, or any agency or

instrumentalitv of a state or political subdivision of a state

that agrees to separately account for amounts transferred
into the plan from the System,

i1 an individual retirement account described in Internal

Revenue Code Section 408(a),
11 an individual retirement annuity described in Internal
Revenue Code Section 408(b),
(1v) ____an annuity plan descnibed in Internal Revenue Code Section
403(a),
(v) effective January 1, 2002, an annuity contract described in
Internal Revenue Code Section 403(b)
(vi) ___aqualified trust described 1n Internal Revenue Code
Section 401(a), that accepts the distributee's eligible

rollover distribution, or

(vil)  effective January I, 2008, a Roth IRA described in Internal

Revenue Code Section 408 A

14
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(C) Effective January 1, 2002, the definition of eligible rollover

distribution also includes a distribution to a surviving spouse, or to

a spouse or former spouse who 15 an alternate pavee under a

domestic relations order, as defined in Internal Revenue Code

Section 414(p).

(D) Distributee: A distributee includes an emplovee or former

emplovee. It also includes the employee's or former employee's
surviving spouse and the emplovee's or former emplovee's spouse
or former spouse who is the alternate pavee under a qualified
domestic reiations order, as defined in Intem_a] Revenue Code

Section 414(p). Effective January 1, 2007, it further includes a

nonspouse beneficiary who 1s a designated beneficiary as defined

by Internal Revenue Code Section 401{(a¥ 9 E). However, a

nonspouse beneficiary may rollover the distribution only to an
individual retirement account or individual retirement annuity
established for the purpose of receivine the distribution and the
account or annuity will be treated as an "inherited” indjvidual

refirement account or annuity.

(E) Direct rollover: A direct rollover is a payment by the System to the

eligible retirement plan specified by the distributee.

Effective January 1, 2006, in the event of a mandatory distribution_greater

than $1.000 i1 accordance with the provisions of Section 24.0206 or

Section 24.0306. 1f a Member does not elect to have such distribution paid

directly to an eligible retirement plan specified bv the Member in a direct

5
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rollover or to receive the distribution directlyv in accordance with Section

24.0206 or Section 24.0306, then the Board will pay the distribution in a

direct rollover to an individual retirement plan designated by the Board.

(h)¥ey Internal Revenue Code Section 4135:

(0

Effective Julv 1, 1989, Member contributions paid to, and retirernent

benefits paid from. the System mayv not exceed the annua] limits on
contributions and benefits, respectively, allowed by Internal Revenue
Code Section 415, For purposes of applving these limits, the definition of

" compensation where applicable will be compensation as defined in

Treasury Regulation Section 1.415{c)-2(dW3), or successor regulation;

provided, however, that the definition of compensation wil] exclude
Member contributions picked up under Internal Revenue Code Section
414(h)}2), and for plan years beginning after December 31, 1997,
compensation will include the amount of any elective deferrals, as defined
in Internal Revenue Code Section 402(g)(3). and anv amount contributed
or deferred by the employer at the election of the Member and which is

not includible in the eross income of the Member by reason of Intemal

Revenue Code Section 125 or 457, and for plan vears beginning on and
after January 1. 2001, Internal Revenue Code Section 132(f)(4).

16



(2)

(3)

(0-2008-133 REV.)

Codeis-herebymade: Before July 1. 1995, a Member may not receive an
annual benefit that exceeds the limits specified in Internal Revenue Code
Section 413(h), subject to the applicable adjustments in that section. On
and after July 1, 1995, a Member may not receive an annual benefit that

exceeds the dollar amount specified in Internal Revenue Code Section
415(b)1)(A), subject to the applicable adjustments in Internal Revenue
Code Section 415(b).

For purposes of apnlving the limits under Code Section 415(b) (Limit), the

foligwing will apply:

(A)  before July 1. 2007, adjustments under Sections 24.1503. 24.1504,

24.1505, and 24.1506 will be taken into consideration when

determining a Member's applicable Limit;

(B) on and_after July 1, 2007, with respect to a Member who does not

receive a portion of the Member's annual benefit 1n a lump sum:

(1) a Member's applicable Limit will be applied to the

Member's annual benefit in the first limitation vear without
regard to any automatic cost of living increases under
Section 24.1501;

(11) to the extent the Member's annual benefit equals or exceeds

the Limit, the Member will no longer be eligible for cost of

living increases under Section 24.1505 unti] such time as

the benefit plus the accumulated increases under Section

24.1505 are less than the Limit; and

17
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{(1i1) thereafter. in anv subseguent limitation vear, the Member's

annual benefit including any automatic cost of living

increase applicable under Section 24.1505 shall be tested

under the then applicable benefit limit including any

adiustment to the Code Section 415(b){( 1} A) dollar limit

under Internal Revenue Code Section 415(d) and the

regulations thereunder; and-

On and after July 1, 2007, with respect to a Member who receives

(D)

a portion of the Member's annual benefit in a lump sum. a
Member's applicable Limit shall be appiied taking mnto
consideration automatic cost of living increases under Section

24.1501 as required by Internal Revenue Code Section 415(b) and
applicable Treasury Regulations; and

On and after July 1, 2007, in no event will a Member's annual

benefit payvable under the System in any limitation vear be greater
than the limit applicable at the annuity starting date, as increased in

subsequent vears pursuant to Internal Revenue Code Section

415(d) and the regulations thereunder,_ I{ the form of benefit
without regard to the automatic benefit increase feature is not a

straight life or a gualified j0int and survivor annuity,_then the
preceding sentence is applied by either reducing the Internal

Revenue Code Section 415(b) limit applicable at the annuit

starting date or adjusting the form of benefit to an actuarially

equivalent straight life annuity benefit determined using the

18
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following assumptions_that takes into account the death benefits

under the form of benefit:

(i)

For a benefit paid in a form to which Internal Revenue

Code Section 417(e)(3) does not apply, the actuarially

equivalent straight life annuity benefit that is the greater of
(or the reduced Section 415(b) limit applicable at the
annuity starting date which is the lesser of when adjusted in
accordance with the following assumptions):

(a) The annual amount of the straight life annuity (if

an avable to the participant under the Vlan

commencing at the same annuity starting date as the

form of benefit payabie to the participant. or

(b) The annual amount of the straight life annuity

commencing at the same annuity starting date that
has th¢ same actuarial present value as the form of
benefit payable to the participant, computed using a
5 percent interest assumption (or the applicable
statutory interest assumption) and the applicable
mortality table described 1n Treasurv Regulation

Section 1.417(e)-1{d){(2) {the mortality table

specified in Revenue Ruling 98-1 (prior to 2003) or

Revenuve Ruling 2001-62 or any subseguent

Revenue Rulineg modifving the applicable

provisions of Revenue Ruling 2001-62); or

19
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For a benefit paid in a form to which Intermal Revenue

Code Section 417(e)X3) applies. the actuanally equivalent

straight life annuity benefit that 1s the oreatest of {or the

reduced Section 415(b) limit applicable at the annuity

starting date which is the least of when adjusted in

accordance with the following assumptions):

{a) The_annual amount of the straight life annuity

commencing at the annuitv starting date that has the

same actuarial present value as the particular form
of benefit pavable, computed using the interest rate

and mortality table. or tabular factor. specified in
. i J
the plan for actuarial experience;

(b) The annual amount of the straight life annuity
commencing at the annuity starting date that has the
same actuarial present value as the particular form
of benefit pavable, computed using a 5.5 percent
interest assumption (or the applicable statutory

interest assumption) and the applicable mortality

table for the distribution under Treasury Reculation

Section 1.417(e)}-1{d)2) (the mortality table

specified in Revenue Ruling 98-1 (prior to 2003) or

Revenue Ruling 2001-62 or any subsequent

Revenue Ruling modifying the applicable

provisions of Revenue Ruling 2001-62); or

20
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{c) The annual amount of the straight life annuity

commencing at the annuity starting date that has the

same actuanal present value as the particular form
of benefit payable (computed using the applicable

Interest rate for the distribution under Section

- 1.417(e)-1(d)3) (the 30-vear Treasurv rate (prior to.

July 1. 2007, using the rate in effect for the month

prior to retirement. and on and after July 1. 2007,

using the rate in effect for the first day of the plan

yvear with a one-vear stabilization peniod)) and the

applicable mortality table for the distribution under

Section 1.417(e)-1{(d)(2) ({the mortality table

specified in Revenue Ruling 938-1 (prior 1o 2003) or

Revenue Ruling 2001-62 or any subsequent
Revenue Ruling modifvine the applicable
provisions of Revenue Ruling 2001-62}. divided by

Notwithstanding any other provision of law to the contrary, the Board may

modify a request by a Member to make a contribution to the Svstem 1f the

amount of the contribution would exceed the limits provided in Internal

Revenue Code Section 415 by using the following methods:
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(B)

(C)
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The Limitations-setforth-in-Section415-ofthe If the Jaw requires a
lump sum payment for the purchase of service credit, the Board

may establish a periodic pavment plan for the Member to avoid a

contribution in excess of the limits under Internal Revenue Code;

Sections 415(c) or 415(n).

Section-4H5 {0 A of the Internal - Revenue-Code- [f payment
pursuant to subsection (h)(4)(A) will not avoid a contribution in

excess of the limits imposed bv Internal Revenue Code Section

415(c), the Board may either reduce the Member's contribution to

an amount within the limits of that section or refuse the Member's

contribution.

Effective for permissive service credit contributions made in vears

beginning after December 31, 1997, if a Member makes one or
more contributions to purchase permissive service credit under the
Svstem, then the requirements of this section will be treated as met

only if;

(1) the requirements of Internal Revenue Code Section 415(b)

are met, determined by freating the accrued benefit derived

from all such contributions as an annual benefit for

purposes of Internal Revenue Code Section 415(h), or

—
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{(i1) the requirements of Internal Revenue Code Section 4135{(c)

are met, determined by treating all such contributi-ons as
annual additions for purposes of Internal Revenue Code
§ecti01-1 415(c). For purposes of applying subparagraph (i)
the System will not fail to meet the reduced limit under
Internal Revenue Code Section 415(b)(2)(C) solely by
reason of this paragraph (4), and for purposes of applying

subparagraph {i1) the Svstem will not fail to meet the

percentage limitation under Internai Revenue Code Section

415(c)1)(B) solely by reason of this paragraph (4).

(iJ) For purposes ol thizs paragraph (4} ilic term "permussive service

credit" means service credit:

(i) recognized by the Svstem for purposes of calculating a
Member's benefit under the System,

(ii) which such Member has not received under the System,

an

[=¥

)

{(1i1) which such Member may receive only by making a

voluntary additional contribution _in an amount determiped
under the System. which does not exceed the amount
necessary to fund the benefit attbutable to such servic

credit.

23
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Effective for Q(srmissiv'e service credit contributions made 1n vears
beginning after December 31, 1997, permissive service credit may
igc!ude service credit for periods for which there is no performance
of service, and, potwithstanding clause (ii}, may include service
credited in order to provide an increased benefit for service credit
that a Member 1s receiving under the §v§tem.

;

(E) The Svstem will fail to meet the reguirements of this paragraph (4)

(1) more than five vears of nongualified service credit are

taken 1nto account for purposes of this paragraph (4). or

(i) any nongualified service credit is taken into account under
this paragraph (4) before the Member has at Ieast five years
of participation under the System.

{F) For purposes of subparagraph (E), effective for permissive service

credit contributions made in vears beginning after December 31,

1997, the term "nongualified service credit" means permissive

service credit other than that allowed with respect to:

(0 service (Iincluding parental. medical. sabbatical, and similar

leave) as an emplovee of the Government of the United

tates, anv State or political subdivision thereof, or an

agency or instrumentality of anv of the forecoine (gther

than military service or service for credit which was

24
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obtained as a result of a repayment described in Internal
Revenue Code Section 415(k)(3)),

service (including parental, medical, sabbatical, and similar

(i)

leave) as an emplovee {other than as an emplovee described

in clause (1)) of an education oreanization described in

Internal Revenue Code Section 170¢(b)(1 ¥ A)(i1) which is a

public, private, or sectarian school which provides
elementary or secondary education ( through grade 12), ora

comparable level of education. as determined under the:

applicable law of the jurisdiction in which the service wasg

narfn

v ad
Mol AN L idLbrbty

service as an emplovee of an association of emplovees who

(iv)

are described in clause (1), or

military service (other than gualified military service under

Internaf Revenue Code Section 414(u)) recogenized by such

governmental plan.

In the case of service described in clause (1}, (11}, or (111}, such

service will be nonqualified service if recognition of such service

would cause a Member to recelve a retirement benefit for the same

service under more than one plan.

In the case of a trustee-to-trustee transfer after December 31, 2001

to which Internal Revenue Code Section 403(h)(1 A) or

25
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457(eX17)(A) applies (without regard to whether the transfer is

made between plans maintained the same emplover):

1 the limitations of subnaragraph will not apply 1

determining whether the transfer is for the purchase of

permissive service credit, and

(11) the distribution rules applicable under federal law to the

Svstem will apply to such amounts and any benefits
attributable to such amounts.

(H) For an eIigine Member, the limitation of Internal Revenue Code

permissive service eredit that may be purchased to an amount less
than the amount that was allowed to be purchased under the terms

of the SDCERS as in effect on August 5. 1997, For purposes of

this subparagraph (H), an eligible Member is an individual who

first became a Member in SDCERS before July 1, 1998,

26
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ending-onJtune36: Effective fanuary 1. 2009, the hmitation vear for

purposes of Internal Revenue Code Section 415 is _the calendar vear
heginning each January 1 and ending each December 31, with a short

This is a change in the limitation year made pursuant to Treasury

Regulation Section 1.415-2(b¥2) or successor regulation. The

implementation of the change in the limitation vear will be accomplished

as required by Treasury Regulation Section 1.415-2(b)(4} or successor

regulation.

(6)FA Nothing contained in this section will limit the City Council from
modifying benefits to the extent such modifications are permissible by the
City Charter and applicable state and federal law.

Internal Revenue Code Section 503(b). Effective Julv 1, 1989, the Board mav not

(1)

engage in any transaction prohibited by Section 503(b) of the Internal Revenue

ode.

-

Intemal Revenue Code Section 414(u): Effective December 12, 1994,

notwithstanding any other provision of retirement system Jaw, contributions,

27
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benefits and service credit with respect to gualified military service are governed

by Internal Revenue Code Section 414(u) and the Uniformed Services

Emplovment and Reemplovment Rights Act of 1994,

(k) Internal Revenue Code Section 411(e): Effective July 1. 1989, in addition to any

protection provided by this ordinance and California law:

(8D ‘ A Member will be 100% vested in ali Plan benefits upon attainment of the

Plan's age and service requirements for the Plan's normal retirement

benefit; and

(2) A Member will be 100% vested in all Plan benefits if the Plan is

terminated or experiences a complete discontinuance of contributions.

[T g e
IECLINCIL DYSLICHE

cin
1]

4103105  Rec:
[No change in text.]
§24.103206 Retirement Allowance of Fixed Pension Retirees
[No change in text.]
§24.101307 Early Retirement Incentive Program
[No change in text.]

§24.101408 Exemption from Process; Assignments Prohibited

[No change in text.]

£24.1009 Presidential I.eave Proeram Prohibited

The Presidential Leave Program previously agreed to and estabiished by the Citv in

Memoranda of Understanding and bv Council Resolution is hereby terminated

retroactively to its date of adoption, and the City will not re-establish the program in the

28
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(20441

future. No Member will be allowed to accrue Creditable Service, make contributions or

include compensation as a result of emploviment with a labor organization.

29
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§24.1204 Funding of Retiree Health Benefits

The retiree health benefits described in this Division will be paid by frem-the-foHowing
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{5y the City, directly, from any source available to it other than the Plan.

§24.1310 Purchase of Service Credit Payment Options

(a) through (b} [No change in text.]

§24.1402 Eligibility, Duration of DROP Participation, and Waiver

(a) [No change in text.]

(b)(1) through (b)(8) [No change in text.]

§24.1502 Surplus Undistributed Earnings

(a)(1) through (a)(4) [No change in text.]
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(a)(6) through (a)(8) [No change in text.]

(b) [No change in text.]

CMB:als
03/28/08
04/01/08 REV.
Or.Dept:Mayor
(-2008-133
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ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE AMENDING CHAPTER 2, ARTICLE 4, OF
THE SAN DIEGO MUNICIPAL CODE BY AMENDING
DIVISION 1 BY ADDING SECTION 24.0101.1; BY
AMENDING DIVISION 2, SECTION 24.0201; AND BY
AMENDING DIVISION 3, SECTION 24.0301; ALL RELATING
TO THE SAN DIEGO CITY EMPLOYEES® RETIREMENT

 SYSTEM.

WHEREAS, on April 14, 2008, the San Diego City Council adopted Ordinance No.

N.S. to comply with a condition of a vb]untary correctton plan agreement (“VCP
Agreement”) entered into between the Internal Revenue Service, the City of San Diego, and the
San Diego City Employees’ Retirement System (“SDCERS” or “Retirement System”), and upon
wh_ich is conditioned SDCERS continued status as a tax qualified retirement plan; and

WHEREAS, the City desires to ensure that a Member of the Retirement System may
continue to participate in the City’s Retirement System while serving as a president of a
recognized employee labor organization (sometimes referred to as “unron”), subject to receipt of
a favorable determination letter from the Internal Revenue Service; and

WHEREAS, the City desires to ensure that the Retirement System is regularly submitted
to -the Internal Revenue Service for review as to SDCERS’ continued status as a tax qualified
retirement plan; and

WHEREAS, one union president éhose to remain in the employ and on the payroil of her
union after November 18, 2002 notwithstanding having been offered an opportunity to be a City
employee covered on the City’s payroll, and the City Council wishes to make clear that nothing
in the amendments adopted by Ordinance No. creates any obligation on the part of
the City to retroactively place a union president on the‘payrol] of the City if the union president

was actually on the union’s payroll; and
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WHEREAS, it is now appropriate to amend the Municipal Code to provide for the above-

\

recited changes; NOW THEREFORE,

BE IT ORDAINED, by the Council of the City of San Diego, as follows:

Section 1. That Chapter 2, Article 4, Division 1 of the San Diego Municipal Code is

amended by adding a new section 24.0101.1 to read as follows:

- - 7 §24.0101.1 Regular Internal Revenue Service Review of System’s Tax Qualified Status -

The Retirement System is and for all relevant periods in tﬁe past, has been maintained as
a qualified retirement plan within the meaning of section 401(a) of the Internal Revenue
Code. Ttis of great importance to the City of San Diego, its citizens, the City’s
emplovees, and the Members of the Retirement System, both active and retired, that the
Retirement System maintain its status as a tax qualified rc;,tirement plan. Notwithstanding
any other provision in this Article, benefits prO\;’ided under this Article are subject to the
requirements of the Code and regulations issued thereunder for the Retirement System to
remain a tax qualified retirement plan. The Board shall regularly, in accordance with all
applicable filing schedules promulgated by the Internal Revenue Service, submit the
Retirement System to the Internal Revenue Service for a review and determination that
the Plan is and continues to be a tax qualified retirement plan within the meaning of the
Code. Such determination' fetter submission(s) shall comply in all respects \.\'ith the rules
and procedures established by the Internal Revenue Service for filing such determination
tetter requests. The Board shall include with each déten_njnation letter submission a
detailed factual description of the Plan, its various provisions and operations. Without
limiting the generality of the foregoing directive, the Board shall provide, with respect to

the accrual of Retirement System benefits by Members who have been elected 1o serve as
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presidents of a recognized 'iabor organization (sometimes referred to as “union”), a full
written description of the duties of the City employees who serve as union president, the
amount of time spent by the union president on his or her union duties, a copy of any
Memorandum of Understanding provisions governing the circumstances under which
City employees are given time to perform their duties as a union president, the degree of

control that the City continues to exercise over the employee who is serving as union

president and the benefits to the City from authorizing a City employee to serve as union
president. Immediately after the filing of any determinati.on letter request, the entire
submission package, including but not limited to, the detailed factual description of the
Retirement System, shall be submitted to the office of the City Manager and the City
Attorney. Notwithstanding the foregoing, the Board is encouraged to provide thé City a

copy of any determination letter request in advance of the submission for the City’s

review and comment.

Section 2. That Chapter 2, Article 4, Division 2 of the San Diego Municipal Code is

amended by amending section 24.0201 to read as follows:

§24.0201 Normal Rate of Contribution

For General Members, the Board shalt provide:

(a) [No change in text.]

{b) - Effective November 18, 2002, a Member who 1s serving as the duly elected
president of a recognized employee labor organization will continue to participate

in the Retirement System, provided that while serving as president:

(1) the Member remains a full-time City emplovee receiving a salary from the

City; and
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(2) the Member makes contributions, as set forth in this Division, based upon

his or her City salary;
The Member's Base Compensation will be based solely upon the salary paid to the

Member by the City, and will not include any amounts paid by the labor

organization.

amended by amending section 24.0301 to read as follows:

§24.0301

Normal Rate of Contribution

For Safety Members, the Board shall provide:

(a)

(b)

[No change in text.]

Effective November 18, 2002, a Member who is serving as the duly elected
president of a recognized employee labor organization will continue to participate

in the Retirement System, provided that while serving as president:

(1 the Member remains a full-time City employee receiving a salary from the
City; and

(2) the Member makes contributions, as set forth in this Division, based upon
his or her City salary.

The Member's Base Compensation will be based solely upon the salary paid to the

Member by the City, and will not include any amounts paid by the labor

organization.
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Section 4. That a full reading of this ordinance is dispensed with prior to its passage, a
written or printed copy having been available to the City Council and the public prior to the day
of its passage.
Section 5. That this ordinance shall take effect and be in force on the thirtieth day from

and after its final passage.

-~~~ APPROVED: MICHAEL J. AGUIRRE, City Attorney ™ =™ "~~~

By %ﬂ\ﬂ’&g '\a_n/é@:;

Catherine M. Bradley
Chief Deputy City Attorney

CMB:als
04/11/08
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I hereby certify that the foregoing Ordinance was passed by the Council of the City of San
Diego, at this meeting of

ELIZABETH S. MALAND
City Clerk

By
Deputy City Clerk

Approved:

(date) JERRY SANDERS, Mayor

Vetoed:

{date) JERRY SANDERS, Mayvor



(R-2008-833)

30451

RESOLUTION NUMBER R-

- DATE OF FINAL PASSAGE

A RESOLUTION OF THE COUNCIL OF THE CITY OF

SAN DIEGO RATIFYING THE SIGNATURE OF THE CHIEF
OPERATING OFFICERS APPROVING THE COMPLIANCE
STATEMENT BETWEEN THE CITY OF SAN DIEGO, SAN
DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM, AND
THE INTERNAL REVENUE SERVICE. '

"WHEREAS, on July 12, 2005',.thé San Diego City Employees’ Retirement System
[SDCERS] Board of Administration [Board] filed a Form 5300 apI‘)lication, with the Internal
Revenue Service [IRS], seéking a favbrab]e determination letter to confirm its tax-qualified
status; and

WHEREAS, on that same date, the Board also filed a request for a compliance statemernt
under the Voluntary Correction Program [VCP] of the IRS’ Employee Plans Comph'ancé
Resolution Sysfém, a program that allows a plan to voluntarily disclose to the IRS plan document

or operational qualification failures it has discovered in its plan, propose cofrections and
ultimately receive IRS approval of corrections; and

WHEREAS, between July 2005 and Augus’; 2006, SDCERS filed eight supplemental
VCP filings that identified violations, and proposed corrections and remedial plan amendments;
and

WHEREAS, on December 18, 2007, the IRS issued a proposed Compliance Statement,

resolving all of SDCERS’ VCP submissions; and

-PAGE 1 OF 3-
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WHEREAS on December 20, 2007, the Compliance Statement was signed by the Board

President, on behalf of the Board, and by the City’s Chief Operati_ng Officer, on behalf of the
City of San Diego; and

WHEREAS, the IRS signed the Compliance Statement on January 10, 2008; and

WHEREAS, it is appropriate for the Council of the City of San Diego to ratify the
signature of the Chief Operating Officer approving the Compliance Statement on behalf of the
City of San Diego; NOW, THEREFORE,

BEIT RESOLVED, by the Council of the City of San Diegb, that the Council hereby
ratifies the signature of the Chief Operating Officer approving the tri-party Compliance

Statement between the Clty of San Diego, San Diego City Employees Renrement System

[SDCERS], and ihe Intsrnai Revenue Service, entered into by the City and SDCERS un

December 20, 2007 and the Internal Revenue Service on .Tanuary 10, 2008,
APPROVED: MICHAEL J. AGUIRRE, City Attorney
By (MWM tj/( Of?{:&"f/

Catherine M. Bradiey
Chief Deputy City Attorney

CMB:als
03/27/08
Or.Dept:Mavor
R-2008-833
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I hereby certify that the foregoing Resolution was passed by the Council of the City of San
Diego, at this meeting of . ’

ELIZABETH S. MALAND

City Clerk
By
Deputy City Clerk
Approved:
: (date) - JERRY SANDERS, Mayor
Vetoed:
(date) _ - JERRY SANDERS, Mayor
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