APPROVED AS TO FORM AND LEGALITY

INTRODUCED BY COUNCILMEMBER

CITY ATHRNEY'S OFFICE

OAKLAND CITY COUNCIL

ORDINANCENO.1 8289 e=ms.

ORDINANCE AMENDING THE OAKLAND MUNICIPAL EMPLOYEES’
RETIREMENT SYSTEM TO MEET ALL REQUIREMENTS OF THE
INTERNAL REVENUE CODE APPLICABLE TO THE OAKLAND
MUNICIPAL EMPLOYEES’ RETIREMENT SYSTEM

WHEREAS, the City of Oakland (“City"), established the OAKLAND MUNICIPAL
EMPLOYEES' RETIREMENT SYSTEM (the “OMERS") for the benefit of certain
employees, effective July 1, 1939, governed by Article XX of the Appendix to the
Charter of the City of Oakland (“Article XX"); and

WHEREAS, the provisions of the OMERS are set forth in Ordinance No. 713
C.M.S., as amended, including by Ordinance No. 12283 C.M.S., Ordinance No. 12286
C.M.S., Ordinance No. 12380 C.M.S., and Ordinance No. 12625 C.M.S. ("Ordinance
No. 713"); and

WHEREAS, the OMERS is a qualified pension plan under the requirements of
the United States Internal Revenue Code; and

WHEREAS, the City Council of the City of Oakland desires to amend Ordinance
No. 713 to ensure that OMERS is in compliance with various requirements set forth in
the following federal tax laws:

(1)  provisions of the Uruguay Round Agreements Act, P.L. 103-465
and the Small Business Job Protection Act of 1996;

(2) provisions of the Economic Growth and Tax Relief Reconciliation
Act of 2001,

(3) provisions of the Pension Protection Act of 20086;

(4) provisions of the Uniformed Services Employment and
Reemployment Rights Act, as amended by the Heroes Earnings Assistance and Relief



Tax Act of 2008;

(6)  direct rollover requirements under Internal Revenue Code Sections
401(a)(31)(A) and 402(H(1);

(6) final and temporary regulations issued by the Internal Revenue
Service under Section 401(a)(9) of the Internal Revenue Ccde;

(7)  final regulations issued by the Internal Revenue Service under
Section 415 of the Internal Revenue Code; and,

(8) Such other provisions as are necessary to maintain the tax
qualification of the OMERS; ario

WHEREAS, Section 2016 of Article XX provides that the City Council reserves
the right to enact any and all ordinances necessary to ensure the proper operation of
the OMERS; now, therefore,

THE CITY COUNCIL OF THE CITY OF OAKLAND DOES ORDAIN AS
FOLLOWS:

SECTION 1. The City Qounsil finds and determines the foregoing recitals to be
true and correct and hereby adopts and incorporates them into this Ordinance.

SECTION 2. Ordinance No. 713 is hereby amended to add, delete, or modify
sections as set forth below (section numbers and tities are indicated in bold type;
additions are indicated by underscoring and deletions are indicated by strike-through
type; portione of the sechdns in Ordinance No. 713 not cited or not shown in
underscoring or strike-through type are not changed.

SECTION 3. The provisions contained in this Ordinance shall supersede the
provisions set forth in Ordinance No. 713 to the extent those provisions are inconsistent
with the provisions of this Ordinance.

SECTION 4. Ordinance No. 713 C.M.S. shall be amended as specified herein:
1. Section 2.11 of Ordinance No. 713 C.M.S. is hereby amendcd as foliows:

‘Compensation,” as distinguished from benefits under the Labor
Code of the State of California, shall mean all remuneration,
whether in cash or by other allowances made by the City for service
qualifying for credit under the Retirement System; provided that
when the compensation ef a member is a factor in any coeputation
to be made under this System, there shall be excluded from such
computation any compensation based on overtime put in by a
member. For the purpose of this System, overtime is the aggregate
service performed by an employee as a member in all positions, in



excess of the hours of work considered normal for employees on a
full-time basis and for which monetary compensation is paid.

Solely for purposes ef determining ths annual limitation under
Section 415 of the Internal Revenue Code ("Code”) the term
“‘Compensation” shall mean, effective January 1, 2001, the annual
compensation of each member taken into_account in _determining
benefits accruals for any determination period bedioning efter
December 31, 2001, shall not exceed $200.000, as adjusted for
cost-of-living incteasos in_accordance with Section 401(a)(17}(B) of
the Code. The cost-of-living adjustment in effect for a aalendar
year applies to annual Compensation for the 12- month consecutive
determination period that begins with or within such calendar year.
For_this purpose, annual compensation _means Compensatign
during the calendar year or such other consecutive 12-month
period over which compensation is otherwise determined under the
plan (the determindtian period).

2. Section 14.3 of Ordinance No. 713 C.M.S. is hereby amendad to add the
following subsections:

(k) Except as provided in subsectian 14.3(i) and notwithstanding
any other provision of this Section 14.3, commencing July 1, 2015,
the cost of living' increase provided herein for members shall be
three percent (3%) each year, regardless of the actual change in
the cost of living,

(i) Notwithstanding any other provision of this Section 14.3 or any
other_provision _of this_Ordinance, commencing April 1, 2015, a
Supplemental COLA increase of 3.375% shall be provided each
year to members whe are former employees of the City of Oakland
who transferred to the County of Alameda effective July 1, 1857.
This COLA increase shall be the only such cost of living increase
provided to such members and shall be paid regardless of the
actual change in the cost of |iving.

3. Ordinance No. 713 C.M.S. is hereby amended to add a new heading titled
“Miscellaneous Provisions” followed by a new Section 27, as follows:

Sec. 27. Sectian 415 Limitations on Benefits
(a)__ Annual Benefit.

(1) Annual Benefit. For purposes of this Section, the
term “Annual Benefit” means a benefit that is payable annually in
the form of a straighi life annuity. Except as provided below, where
a benefit is payable in a form other than a straight life annuity, the
benefit_shall be _adjusted to an actuarially equivalent straight life
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annuity that begins at the same time as such other form of benefit
and is payable on the first day of each month, before applying the
limitations of this Section. For a member who has or will have
distrnibutions commencing at more than one annuity starting rlate,
the Annual Benefit shall be .determined as .of each such annuity
starting date (and shall satisfy the limitations of this Section as of
each such date), actuarially adjusting for past and future
distributions of benefits commencing at the other annuity stasting
dates. For this purpose, the determination of whether a new
annuity starting date has occurred shall be made without regard to
Treasury Regulations Section,1.401(a)-20, Q&A 16(d), and with
reqard to Treasury Regulations Section 1.415(b)1(b)(1)iii)}(B) and
). )

The Annual Benefit otherwise payable to a member
under_the Retirement System at any time shall not exceed the
maximum annual benefit describhed by paragraph (b) below. If the
benefit the member would otherwise accrue in a Limitation Year
would produce an Annual Benefit in exeess of the maximam annual
benefit, then the .benefit shall be limited (or the rate of accrual
reduced) to a benefit that does not exceed the maximum annual
benefit described in paragraph (b) below.

(2) Grandfather _provision. The application of the
provisions of this Section shall not cause the maximum primissible
benefit for any member to be less than the member's accrued
benefit under Retirement System as of the end of the last Limitation
Year beginning before July 1, 2007 under provisions adopted and
in_effect before April &, 2087, provided suich provisions satisfied the
applicable requirements of statutory provisions, Treasury
Regulations, and other published guidance relating to Code Saction
415 in effect as of the end.of the last Limitation Year beginning
before July 1, 2007, as described in Treasury Regulation Section
1.415(a)-1(g}{4).

(b}  Maximum Annual Benefit.

(1) Maximum Benefit, _Effective for Limitation Years
commencing on or after January 1, 2002, the maximum Annual
Benefit payable to a member under the Retirement System in any
Limitation Year shall not exceed $160,000, as adjusted each year,
under Code Section 415(d).

(2)  Limitation Year. For purposes of applying the
limitations of Code Section 415, the Limitation Year shall be the
calendar year.




)] EGTRRA Provisions. Effective for Limitation Years
ending after December 31, 2001, benefit increases resulting from
the increase in the limitations of Code Section 415(b) on account of
the Economic Growth and Tax Relief Reconciliation Act of 2001
(‘EGTRRA") will be provided to all members (with benefits limited
by Code Section 415(b)) who have an accrued benefit under the
Retirement System immediately prior to the effective date of this
Section (other than an accrued benefit resulting from a benefit
increase solely as a result of the increases _in_limitations under
Code Section 415(b)).

(4) Effective_for the calendar years commencing on or
after January 1, 2008, “annual_additions” for_purpoges of Code
Section 415 shall not include: (1) the direct transfer of a benefit or
employee contributions from a qualified plan to_the Retirement
System; (2) roliover contributions (as described in _Code
§8401(a}(31), 402(c)(1), AQ3(a)(4), 403(b}8) 408(d)(3). and
457(e)(16)); and (3) the repayment of contributions to a
governmental plan (as defined in Code §414(d)) as described in
Code §415(k)(3). as well as employer restorations of benefits that
are required pursuant to such repayments.

(5) Emplever contributions are treated as bredited for a
particular limitation year only if the contributions are actually made
no later than the 15th day of the tenth calendar month following the
end of the calendar year or fiscal year (as applicable) with or within
which the particular limitation year ends.

(c) Adiustments to Annual Benefit and Limitations.,

(1) If the benefit of 2 member begins prier to Bge 62, the
defined benefit dollar limitation applicable to the member at such
earlier age is an annual benefit payable in the fdrm of a straight life
annuity beginning at the earlier age that is the actuarial eagivalent
of the defined benefit dollar limitation applicable to the member at
age 62 (adjusted under (a)(1) above, if required). The defined
benefit dollar limitation applicable at an age prior io _age 62 is
determined as the lesser of (i) the actuarial equivalent.(at such age)
of the defined benefit dollar limitation computed using the interest
rate and mortality table (or other tabular factor) specified in the
Retirement System and (ii) the actuarial equivalent (at such age) of
the defined benefit dollar_limitation computed using a 5 percent
interest rate and the applicable mortality table as defined in the
Retirement System. Any decrease in the defined benefit dollar
limitation determined in accordance with this paragraph {(c) shall not
reflect a mortality decrement if benefits are not forfeited upon the
death of the member. If any benefits are forfeited upon death, the




full mortality decrement is taken into account.

~(2) _Adjustment for Late Payment (Limitation Years
beginning on or after July 1, 2007). If the benefit of 2 member
beqgins after the member attains age 65, the defined_benefit dollar
limitation applicable to the member at the later age .is the annual
benefit payable in the form of a straight life artnuity beginning at the
later age that is actuarially equivalent to the defined benefit dollar
limitation applicable to the member at age 65 (adjusted under {(a){(1)
above, if required). The actnarial equivatent of the defined benefil
dollar limitatien apnlicatle at an age after age 65 is determined as
(i) the lesser of the actuarial equivalent (at such age) of the defined
benefit dollar_limitation computed using the interest rate and
mortaiity table {oruother tabular factor) specified in the Retiremeant
System and {ii) the actuarial equivalent (at such age) of the defined
benefit dollar_limitation computed using a 5 percent interest rate
assumption and tha applicable monality table as deiined io the
Retirement System. For these purposes, mortality between age 65
and the age at which benefits commence shall be ignored.

(3) _Adjustment for Late Payment (Limitation Years
beginning before July 1, 2007). If the Annual Benefit of a member
begins after age 65, then for Limitation Years beginaing bofore July
1, 2007, the defined benefit dollar limitation of paragraph (c){(1)
applicable to the member at the earlier age is the actuarial
equivalent of the dollar limitation under Code Section 415(b)(1)(A)
(as adjusted under Code Section 415(d)), with _actuarial
equivalence computed using whichever of the following preduces
the smaller annual;:amount; (1) the inferest rate an mortality table
or other tabular factor specified in the Retirement System for
determining the Actuarial Equivatent for early retirement purposes,
or {(2) a five percent (5%) interest rate assumption and_the
“applicable mortality table.”

{4) No Mortality Adjustment for Certain Payments.
Except as provided in paragraph (c)(1), no adjustment shall be
made to the defihed benefit dollar limitation to reflect the probabitity
of a member’s death between the Apnuity starting date and age 65,
if benefits are not forfeited upon the death of the member prior to
the Annuity starting date. To tRe extent benefits are forfeited upon
death beforeithe Annuity startiog date, such an adjustraeni shall be
made.

(6) _Adjustment for Less Than 10 Years of Participation or
Service. If the member has fewer than 10 years of participation_in
the Retirement System, the defined benefit dollar limitation shall be
multiplied by a fraction, (i) the.numerator of which is the number of




vears (or part thereof) of participation in the Retirement System and
(i) the denominator of which is 10.

(6) __ Actuarial Equivalence. For purposes of adjusting the
Annual Benefit to a straight life annuity, the equivalent Annual
Benefit shall be (i) for Limitation Years beginning on or after July 1,
2007, the greater of the annual amount of the straight life_annuity
commencing at the same_annuity starting date, and_the: annual
amount of a straight life annuity commencing at the same annuity
starting date that has the seme actuarial present vaiue as the
member's form of beneiit computed usiog: a five perceat {(5%)
interest rate assumption and the applicable mortality table used by
the Retirement System (“Applicable Mortality Table”). and (i) for
Limitation Years beginning bafore Jaly 1, 2007, the annual amount
of a straight life annuity commencing at the same annuity starting
date that has the same ectuarial present value as the member's
form of benefit computed us‘ng whichever of the following produces
the greater annual amount: (1) the interest rate and mortality table
or other tabular factor specified in the plan for adjusting benefits in
the same form; and (2) a fivenercent (5%) intorest rgte assdimption
and the Applicable Mortality Table. If the Annual Benefit is paid in a
form other than & nondecreasing life annuny payable for a period
not less than thedife of a member, the apuiiceble interpst rate iised
by the Retirement System (“Applicable Interest Rate”) shall be
substituted for five percant (5%) in the preceding sentence. With
respect to Plan Years heginoing after Decamber 31, 2803 but not
after December 31, 2005, for purposes of adjusting the Annual
Benefit to a straight life_annuity, if the Annual Benefit is paid in any
form_other than a nendeocreasina life ennuity oayeble for a period
not less than the .lifte of a member, then the equivalent Annual
Benefit shall be the greater of (1) the equivalent Annual Benefit
computed usieg the Retiremont_System interest rate and mortality
table {or other tabular factor), or (2) the equivalent Annual Benefit
computed uaing five and one-half percent (5.5%) and the
Applicable Morajity Taktle. With eespect to caloedar years
beginning after December 31, 2005, for purposes of adjusting the
Annual Benefit to a stralght life annulty_ if the Annual Benefit is paid
in_any form other thao a nordeoteasing life annuity payable for a
period _not less than the life of a member, then the equivalent
Annual Benefit shall be the greatest of (1) the equivalent Annual
Benefit computed using the Retirement System interest rate and
mortality table (or other tabular factor), or (2) the equivalent Annual
Benefit computed using five and one-half percent (5.5%) and the
Applicable Mortality Table, or (3) 100/105 of ithe equivalent Annudat
Benefit_computed using the Applicable Interest Rate and the
Applicable Mortality Table.




Any benefit increases resulting from_the increase_in_the
limitations of Code Section 415(b) will be provided to all members
who _have one hour of service on or after the first day of the first
calendar year ending after December 31, 2001.

(d)  Excess Annual Additions. If the “annual additions” are
exceeded for any_ member, then the Retirement System may only
correct such excess in accordance with the Employee Plans
Compliance Resolution System (EPCRS) as set forth in Revenue
Procedure 2013-12, or any superseding guidance, including, but
not limited to, the preamble of the final §415 Regulations.

4, Ordinance No. 713 C.M.S. is hereby amended to add a new Section 28
under the new heading “Miscellaneous Provisions” as follows:

Sec. 28. Effective for distributions made on or after January 1. 1996 and
prior to July 1, 2002, the following provisions shall apply for purposes of
complying with"the required minimum_distribution requirenients of Code
Section 401(2)(9):

(a)  Required Minimum Distributions. Effective for plan years
beginning on or after Jenuary 1, 1996, a member’s benefits shail be
distributed to him_or _her no later than the “Required Bedinning
Date.” The term "Required Beginning Date” shall mean April 1 of
the_calendar vear following the later of: (i) the calendar year in
which the member attains age seventy and one-half (701%) yaars; or
(ii) the calendar year in which the member retires.

Notwithstanding any other girovisions to the contrary, the
distribution of a member's benefit shall meet the requirements of
Code Section 401(a)9) and the Regulations thereunder, including
Reguiation_ 1.401(a)(9)-2 and the incidental death benefit
requirements under Code Section 401(a){(9)(G). These minimum
distributions shall be calculated each vear by the Board and shall
be distributed in aceordance with this section.

(1)  The distribution of a member's benefit shall
commence no later than the Required Beginning Date and shall be
paid over the life expectancy of the member and any designated
beneficiary, as prescribed in the Regulations.

(2)  Unless otherwise elected by the member prior to_his
or_her benefit commengerhent date, the life_expectancy of the
member and his or her spouse comprising the joint and last
survivor expectancy shall not be recalculated. An election by the
member or spouse 1o recalculate life expectancy shall be
irrevocable and shall apply to all subseguent calendar yaars. The




life expectancy of a non-spouse beneficiary may not be
recalculated.

Payments shall be calculated using the_return multiples as
specified in Tables V and VI of Section 1.72-9 of the Requlations. If
a member so elects (or a spouse who is a designated beneficiary
so elects after the member’'s death}, life_expectancy shall be the
calculation_using the attained age of the mamber (or dosignated
beneficiary) as of the member's (or designated beneficiary's)
birthday in the applicable calendar year reduced by one (1) for each
calendar year which hab_elapsed siace the date life expentancy
was first calculated, or the joint and last survivor expectancy shall
be the calculation using the attained ages of the member arid the
member's spoune as of the birthdays of bothitheimembar and his or
her spouse in the first Distribution Calendar Year reduced by one
(1) for each calendar year which has elapsed since the dale the
joint_and last survivor_expactancy was first caloulated. Such
election shall be irrevocable as to the member (or the spouse who
is the designated beneficiary) and shall apply to all subsegquent
calendar years.

{3) _ Distribution Calendar Year. The “Distributien
Calendar Year shall_mean the calendar year for which the
minimum_distribution is required. The first Distribution Calendar
Year, for distributions beginning befbre the member's death, is the
calendar year immediately preceding the calendar year which
includes the member's Required Beginning Date. The first
Distribution_Calendar Year for distributions beginning after the
member's death is the calendar year in which distributions are
required to begin.

5. Ordlnance No. 713 C.M.S. is hereby amended to add a new Section 29
under the new heading “Miscellaneous Provisions” as follows:

Sec. 29. Effective for distributions made on or after July 1, 2002, the
following provisions shall apply for purposes of complying with the
required minimom_distribution requirements of Internal Revenue Code

Section 401(a)(9):

(a) _ Required Minimum Distributions.

(1)  Time and Manner of Distribution.

a. . Required Beginning Date.  The member's
benefit will commence to be distributed no later than the member's
Regquired Beginning Date.




b. Death of member Before Distributions Begqin. If
the member dies before distributions beqgin, the member’'s benefits
will be_distributed, or begin to be distributed, no later than as
follows:

1. If the member's surviving spouse is the
member's sole Designated Beneficiary, distributions to the surviviny
spouse will begin by December 31 of the calendar year immediately
following the calendar year in which the member died, or by
December 31 of the calendar year in which the member would have
attained age 70, if later.

2. if the member's surviving spouse is not
the member's sole Designated Beneficiary,. distributioas to the
Designated Beneficiary will begin by December 31 of the calendar
vear immediately following the calendar year in which the member
died.

3. If tnkre is no Designated Beneficiary as
of September 30 of the year following the vear of the member's
death, the member's accounts will be distributed by December 31
of the calendar year containing the fifth anniversary of the
member’s death.

4. If the member's surviving spouse is the
member's sola Desigpated Benaficiary and thg surviving_spouse
dies_after the member but before distributions to the surviving
spouse begin, this subparagraph b, other than subparagraph b.1.
above, will apply as if the surviving spouse were the member.

For purposes of this paragraph (1) and paragraph (3)
below, unless subparagrgph b.4 above appiies, distributions are
considered to begin on the member's Required Beginning Date. If
annuity payments wwrevocadly commenoe to the member before the
member's Required Beginning Date {or to the member's surviving
spouse before the date distributions are required to begin to the
surviving spouse under subparagraph b.1 of this paragraph (1), the
date distributions are considered to begin is the date distributions
actually commence.

C. Forms of Distribution. Disiributions will be
made_in_accordance with_paragraphs (2), (3) and (4) unless the
members accounts are distribnted in _the form of an ennuity
Durcha§ed froen an insuranca company.

(2) Determination of Amount to be Distnbuted Each Year.
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a. General  Annuity Requirements. If the
member's accounts are paid in_the form of annuity distributions
under the Retirement System, payments under the annuity will
satisfy the following requirements:

- 1. the annuity distributians will be paid |n
periodic payments made at intervals_not longer than one year,;

2. the distribution period will be over a life
(or_lives) or over a period certain not longer than the period
described in paragraphs (3) and (4):

3. once payments have begun over a
period certain, the period certain will not be changed even if the
period certain is shorter than the maximum permitted;

4, payments will either be nonincreasing or
increase only as follows:

I, by an annual___ percentage
increase that does not exceed the annual percentage increase in a
cost-of-living index that is based on prices of all items and issued
by the Bureau of Labor Statistics;

ii. to the extent of the reduction in
the amount of the member's payments to provide for a survivor
benefit upon death, but only if the beneficiary whose life was being
used to determine the distribution period described in paragraph (3)
dies or is no longer the Designhated Beneficiary pursuant to a
qualified domestic relations order within the meaning of Code
Section 414(p);

iii. to  provide cash refunds of
employee contributions upen the member's death; or

iv. to pay increased benefits that
result from a plan amendment.

b. Amount Required to be Distributed by
Required Beginning Date. The amount that must be distributed on
or before the member's Required Beginning Date (or, if the member
dies before distributions begin, the date distributions are required to
begin under paragraph {(1)b.1. or (ii) is the payment that is required
for one payment interval. The second payment need not be made
until the end of the hext payment interval even if that payment
interval ends in the next calendar year. Payment intervals are the
periods for which payments are received (e.g., bi-monthly, monthly,
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semi-annually, or annually). All of the member's benefit accruals as
of the last day of the first distribution calendar year will be included
in_the calculation of the amount of the annuity payments_ for
payment intervals ending on or after the member's Required

Beginning Date.

C. Additional Accruals After _First Distribution
Calendar Year. Any additioral benefits accruing to the member in
a_calendar vear after the first Distribution Calendar Year will be
distributed beginning with the first payment interval ending in the
calendar year immediately following the calendar year in which
such amount accrues.

(3) Requiraments for__ Annuity _ Distributions __ that
Commence During member’s Lifétime.

a. Joint _Life Annuities Where the Beneficiary is
Not the member's Spouse. If the member's accounts are being
distributed in_the form_of a joint and survivor annuity for the joint
lives of the member and a non-spouse Designated Beneficiary,
annuity payments to be made on or after the member's Required
Beginning Date to the Designated Beneficiary after the member's
death must not at any time exceed the applicable percentage of the
annuity payment for such period that would have been payable to
the member using the table set forth ir Q&A-2 of Section
1.401(a)(9)-6T of the Treasury Reqgulations. If the form of
distribution combines a joint and survivor annuity for the joint lives
of the member and a non-spouse Designated Beneficiary and a
period certain_annuity, the requirement in the preceding sentenge
will apply to annuity payments to be made to the Designated
Beneficiary after the expiration of the period certain.

b. Period Certain __Annuities. Unless _the
member’'s spouse is the sole Designated Beneficiary and the form
of distribution is a _periad certziim end na life annuity, the period
certain for an annuity distribution commencing during the member’s
lifetime_may not exceed the applicable distribution period for the
member_under the Uniform Lifetimd Table set forth in Section
1.401{a)(9)-9 of the Treasury Regulations for the calendar year that
contains the annuity starting date. [f the annuity starting date
precedes the year in_which the member reaches age 70, the
applicable distribution period for the member is the distribution
period for age 70 under the Uniform Lifetime Table set forth in
Section 1.401(a)(9)-9 of the Treasury Regulationc plus the excess
of 70 over the age of the member as of the member’s birthday in
the year that contains the annuity starting date. If the member's
spouse is the memher's sole Desianated Beneficiary and the form
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of distribution is a period certain _and no life_annuity, the period
certain_may_not_exceed the longer of the member's applicable
distribution period, as determined under this paragraph, or the joint
life_and last survivor expectancy of the member and the member's
spouse as determined under the Joint and Last Survivor Table set
forth in Section 1.401(a)(9)-9 of the Treasury Regulations, using the
member's and spouse’s attained ages as of the member's and
spouse’s bhirthdays in the calendar year that contains th2 annuity

starting date.

(4) Requirements for Minimum__ Distributions Where
member Dies Before Date Dietributions Begin.

a. member Survived By Designated Beneficiary.
If the member dies before the date distribution of his or her benefits
begins and there is a Designated Beneficiary, the member's
remaining benefits will be distributed, beginning no later than the
time_described in_paragraph (1)b.1. or over the life of the
Designated Beneficiary or over a period certain not exceeding:

1. unless the annuity starting date is before
the first Distribution Calendar Year, the Life Expectaney of the
Designated Beneficiary _determined using the Designated
Beneficiary's age as of the Designated Beneficiary’'s birthday in the
calendar_year immediately following the calendar year of the
member's death: or

2. ifithe annuity starting gate is before the
first Distribution Calendar Year, the Life Expectancy of the
Designated Beneficiary determined using the Designated
Beneficiary’'s age as of tha Designated Beneficiary birthday in the
calendar year that contains the annuity starting date.

b. No Designated Beneficiary. If the member dies
before the date distribution begins and there is no Designated
Beneficiary as of September 30 of the year following the year of the
member's death, distcibution ef the member's benefit will be
completed by December 31 of the calendar year containing the fifth
anniversary of the member's death.

C. Death of Surviving Spouse Before Distributions
to Surviving Spouse Begin. If the member dies before the date
distribution of his_or her accounts beqgins, the member’s surviving
spouse is the member's sole Designated Beneficiary, and the
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surviving spouse dies before distributions to the surviving spouse
beqin, this paragraph (4)c. will apply as if the surviving spouse were
the member, except that the time by which distributions must begin
will be determined without reqard to paragraph (1)b.1.

(¢)  Definitions.

(1) Designated Beneficiary. The person or_persons
entitled to receive the retirement allowance of a deceased member
under the Retirement System and considered the Designated
Beneficiary under Code Section 401(a)(8) and Section 1.401(a)(9)-
1. Q8A-4, of the Treasury Requlations.

(2) Distribution Calendar Year. A calendar yaiar for which
a_minimum_distribution is required. For distributions beginning
before the member's deéath, the first Distribution Calendar Year is
the calendar year immediately precieding the calendar year which
contains the member's Required Beginning Date. For distributions
beginning after the member's death, the first Distribution Calendar
Year_is the calendar year in which distributions are required to
begin under paragraph (1)b.

(3) Life Expectancy. Life expectancy as computed by
use of the Single Life Table in Section 1.401(a){9)-9 of the Treasury
Regqulations.

6. Ordinance No. 713 C.M.S. is hereby amended to add a new Section 30
under the new heading “Miscellaneous Provisions” as follows:

Sec. 30. Effective for distributions made on or after January 1, 2002. the

following provisions shall_apply for purposes of complying with Code
Sections 401(a)(31)(A) and 402(f)(1):

(a) Direct Rollevers. A member may elect upon written
application to the Board for an optional settlement in lieu of a
retirement allowance, to have any portion of an Eligible Rollover
Distribution paid directly to an Eligible Retirement Plan specified by
the _Distributee. _ The Distributee must provide the Board with
sufficient information to identify the Eligible Retirement Plan as well
as the trustee ar custodian of the funds to whom the transfer is to
be made. ‘

For purposes of this Section, the following definitions shall apply:

(1) Distributee. A “Distributee” shall mean a member, ‘or
the surviving spouse of a deceased member. In_addition, the
member's spouse or former spouse who is the alternate payee
under a domestic relations order shall be a Distributee with regard
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to the interest of the spouse or former spouse.

(2) Eligible Retirement Plan. “Eligible Retirement Plan”
shall mean_any of the following types of retirement plans which
accepts the Distributee’s Eligible Rollover Distribution and agrees
to separately account for amounts transferred from the Retirement
System: {i} an individual retirement account described in Code
Section 408(a), (i} an_iadividual retirement, annuity \described_in
Code Section 408(b);_(iii} an annuity plan described in Code
Section 403(a); (iv) an annuity contract descrioed in Code Soction
- 403(b); (v} a nualified trust described in Code Section 401{(a); or an
eligible _governmental deferred compensation plan _under Code
Section 457(b).

“Eligible Retirement Plan” shall also mean a Roth IRA
descrlbed in_Code Section 408A(b) provided stich_distribution is
made by a direct trustee-to-trustee transfer and the receiving plan
agrees to separately account for the amounts transferred.

{3) Eligible Rollover Distribution. An_“Eligible Rallover
Distribution” shall mean any distribution of all or any portion of the
balance to the credit of the Distributee, except that it shall_not
include:

a, any distribution _that is one of a series of
substantially _equal periodic _payments (not less frequently than
annually) made for the life (or life expectancy) of the Distributee or
the joint lives (or jeint life expectancies) of the Distributee and the
Distributee's Designated Beneficiary, or.for a specified peried of ten
{10} years or more; or

b. any distribution required under Code Section

401(a){9); or

c.. any amount that is. distributed nn account .of
hardship: or

d. the portion of any distribution_that is not
includable in gross income of the Distributee; or

e. any other distribution that. is reasonably
expected to total less than $200 during a year.

Notwithstanding_ the foreqoing, a portion of a
distribution shall not fail to_be an Eligible Rellovet Distribution
merely because the oortioa consists of after-tax employee
contributions which are not includible in_gross income. However,
such portion may only be transferred in a direct trustee-fo-trustee
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transfer to an individual retirement account or annuity described in
Code Section 408(a) or (b}, or to _a qgualified defined contribution
plan_described in Code Section 401(a) or 403(a), or to an annuity
contract desctibed in Code Section 403(b) that agrees to separately
account for amounts so transferred, _including separately
accounting for the portion of such distribution which is includible_in
gross income and the portion of such distribution which is not so
includible.

{b) Rollovers to Roth IRA. A Distributee may also elect to have
any portion of an Eligible Rollover Distribution paid directly to a
Roth IRA described in Code Section 408A. Any distribution made
in_accordance with_this provision shall be considered a “qualified
rollover contribution” and includable in the Distributee’s gross
income for the year in which payment is made under Code Section
408A(c)(3){A). A Distributee shall not be eligible to elect a qualified
rollover contribution under this provision if the Distributee's adjusted
gross income for the tax year exceeds the adjusted gross income
limitation prescribed under Code Section 408A(cK3) {the hait for
unmarried individuals is $100.000 for tax years begioning before
January 1, 2010) and, if married, is filing a separate individual tax
return.

{c) Notification of Direct Rollover Option. Upon application for a
retirement allowance or upon becoming eligible 1o receive benefits
from _the Retirement Systenmi, a member ot Distributee shall be
furnished a notice not less than thirty (30) days, nor more than one
hundred eighty (180) days (the “distriution election period”), prior
to the commencement of benefits. Such notice shall contain an
explanation of the following:

(1)  The option to elect a direct rollover to an Eligible
Retirement Plan.

(2) The mandatory income tax withholding provisions
applicable if the distribution is not transferred to an Eligible
Retirement Plan.

(3) The provisions under which a lump sum_distribution
will not be subject to'tax if transferred to an Eligible Retirement Plan
within_sixty (60) days after the date on which the Distributee
received the distribution.

(4) The applicable rules on rollover and taxation of a
lump sum distribution onder Code Section 402(d) and (e).

Crdinance No. 713 C.M.S. is hereby amended to add a new Section 31
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under the new heading “Miscellaneous Provisions” as follows:

Sec. 31. Effective for distributions made on or after January 1, 2010, the
following provisions shall _apply for purposes of complying with the
Pension Protection Act of 2006 (“PPA™):

(a) Non-spouse beneficiary rollover right. For distributions after
December 31, 2009, a non-spouse beneficiary who is a “designated
beneficiary” under Code Section 401(a){(9)(e) and the requlations
thereunder, by a direct trustee-to-trustee transfer (“direct rollover”),
may roll over all or any portion of his or her distribution to an
Individual Retirement Account {IRA) the beneficiary establishes for
purposes of receiving the distribution. In order to be able 'tb roll
over _the distribotion, the distributidn otherwise must satisfy the
definition_of an “eligihle rollover distribution” under Code Section
401(a)(31). If the members named beneticiary is a trust, the
trustee of such trust may meke a dirict rallover tc an IRA orr behalf
of the trust, provided the trust satisfies the requirements to be a
designated beneficiary within _the meéaning of Code Section
401(a)}(9XE). Notwithstanding, a non-spsuce beneficiany may not
roil over an amount that is a required minimum distribution under
Internal Revenue Ccde: Sectien 401(a)(9).

8. Ordinance No. 713 C.M.S. is hereby amended to add a new Section 32
under the new heading “Miscellaneous Provisions” as follows:

Sec. 32. Effective for distributions on or after January 1, 2007, the
following provisions shall apply for purposes of complying with the PPA:

(a) Member Notification Prior to Commencement of Benefits.
For any distribution notice issued on or after January 1, 2007, the
maximum notice period requirement refiected in the rcllover notice
required under Code Section 402(f) shall be 180 days.

9. Ordinance No. 713 C.M.S. is hereby amended to add a new Section 33
under the new heading “Miscellaneous Provisions” as follows:

Sec. 33. The following provisions shall apply effective January 18, 2006
for purposes of consplying with the Uniformed Services Employment and
Reemplayrent Riphts Act (“USERRA"):

(a) Special Rule for members in Military Service. Contributions,
benefits and serviee creadit with reopect to qualified military service
will be provided members in accordance with Code Section 414(u).

10.  Ordinance No. 713 C.M.S. is hereby amended to add a new Section 34
under the new heading “Miscellaneous Provisions” as follows:
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Sec. 34. The following provisions shall apply effective January 1, 2007 for
purposes of complying with the Heroes Earnings Assistance and Relief
Tax Act of 2008 ("HEART"):

(a) Continued Benefit Accruals for members in Military Service.
If a member dies or becomes permanently disabled while
performing qualified military service (as _defined in Code Section
414(u)), on or after January 12, 2007, such _member's survivors
shall be entitled to any additional benefits (other than benefit
accruals relating to the period of qualified military service) provided
under the Retirement System as if the member had re-entered City-
service on the day preceding death or disability and then ceased

employment on account of such death or disability on the actual
date thereof.

The Retirement System will determine the amount of employee
contributions upon a member’'s “re-entry” under this provisien for
purposes of applying Code Section 414(u}(8){(C) on the basis of the
member’'s average actual employee contributions for the lesser of:
(i) the 12-month period of City-service immediately grior to gualified
military service; or (ii) the actual length of continuous City-service if
the period is less than 12 montus.

(b} Differential Wage Payments. Effective January 1, 2009, (i)
an_individual receiving any differential wage payments from the
City, as that term is defined in Code Section 3401(h)(2), shall.be
treated as an Employee of the City, (i) the differential wage
payment shall be treated as Compensation, and (iii) the Retirement
System shall not be treated ae failing to meet the requiremrnts_of
any provision described in Code Section 414(u)(1XC) by reason of
any contribution or benefit which_is based on_the differential wage
payment.

11.  Ordinance No. 713 C.M.S. is hereby amended to add a new Section 35
under the new heading “Miscellaneous Provisions” as follows:

Sec. 35. Effective for plan years beginning on or after January 1, 1998,
the_definition of "Compensation” is amended to add the following for
purposes of complying with provisions of the Uruguay Round Agreements
Act, P.L. 103-465 (“GATT™) and the Small Business Job Protectlen Act of
1996 (“SBJPA™):

(a) For Plarr Years beginning after December 31, 1997, far the
purposes of applying the limitations under Code. Section 415,
“‘Compensation”_shall _include amounts contributed or deferred
under Code Section 125 or Code Section 457.
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12. Ordinance No. 713 C.M.S. is hereby amended to add a new Section 36
under the new heading "Miscellanecus Provisions” as follows:

Sec. 36. Effective for plan years beginning on or after January 1, 1995,
the following benefit limitation rules shall apply for purpases of complying
with provisions of GATT and SBJPA:

(a) Defined Benefit Dollar Limitation. “Defined Benefit Dollar
Limitation” shall mean Ninety Thousand Dollars ($90.000), or such
other amount,_as adjusted by the Secretary of the Treasury for cost
of living in_accerdance with Gode Section 415(dl _ Any such
adjustment determined with respect to any calendar year is based
on the increase in the applicable index for the calendar quarter
ending September 30 of the ssecedinn galendar year over such
index for applicable base period, in accordance with Code Section
415(d). Notwithstanaing the foreqoing, any increaserin the Ninety
Thousand Dollar ($90.000) ameunt which is nol_ a muliiple of Five
Thousand Dollars ($5.000) shall be rounded to the next lowest
multiple of Five Thousand Dollars ($5,000). For the purposes of
this provisions, the “applicable base pepod” is the calendar quarter
beginning October 1, 1986.

13.  Ordinance No. 713 C.M.S. is hereby amended to add a new Section 37
under the new heading “Miscellaneous Provisions” as follows:

Sec. 37. Effective for plan yvears beginning on or after January 1, 1995,
the maximum annual benefit under the Retirement System shall be
defined as follows for purposes of complying with provisions of GATT and
SBJPA:

(a) With _respect to_the determination of the maximum annual
benefit of a member, the amount shall be adjusted each year based
on the increase in the applicable index for the calendar quarter
ending September 30 of the preceding calendar year over such
index for the base period, in accordance with Code Section 415(d).
For members who separated from City-service after December 31,
1994, the base period taken into_account for purposes of this
provision is the calendar gquarter beginning July 1 of the calendar
year preceding the calendar year in which such separation occurs.
For members who separated from City-service before January 1,
1995, the base period taken into account for purposes of ithis
Section is the calendar quarter beginning October 1, of the
calendar vear preceding the calendar year in which sQch separation
OCCUTs.

14.  Ordinance No. 713 C.M.S. is hereby amended to add a new Section 38
under the new heading “Miscellaneous Provisions” as follows:
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Sec. 38. The following provision is added for purposes of complying with
the exclusive benefit rule of Internal Revenue Code Section 401(2)(2):

(a)  Exclusive Benefit. Subject to Section 2019 of Article XX of
the Appendix to the Charter of the City of Oakland, no portion. of the
funds held by the Retirement System snall be paid to or revert to
the City or be used for a purpose other than for the exclusive
benefit of the members anditheir Dasignated Beneficiaries, excont
to defray reasonable expenses of the administration of the
Retirement System.

15. Ordinance No. 713 C.M.S. is hereby amended to add a new Section 39
under the new heading “Miscellaneous Provisions” as follows;

Section 39.

(a) __ Plan termination. The City shall have the right to terminate
the Retirement System upon the adoption of an ordinance. Upon
any termination, all amounts shall be allocated in accordance with
the provisions hereof and the accrued benefit, to the extent funded
as of such date, of each member shall become fully vested and
shall not thereafter be subject to forfeiture. However, members who
were not fully vested at the time they received a complete
distribution of their accrued benefits prior to the date of termination,
shall not become entitled to_any additional accrued benefits on
account of the termination of the Retirement System. Upon full
termination of the Retirement System, the Board shall direct the
distribution of the assets to the remaining members and retired
members in cash payments or dhrough the purchase of irrevocable
deferred commitments from an_insurer, subject to provision for
expenses of administration or _liquidation. Such distributions shall
be allocated in the fellowing order to the extent of the sufficiency of
such assets, basing such allocation on the accrued benefit for each
such member at the date of tetmination af the Retiremaaf System:

(1) to provide pensions to retired members, or their
beneficiaries, who have retired under the Retirement System prior
to its termination without reference to the order of retirement;

(2) to provide a retirement allowance te members_who
have satisfied the age and service requirements to receive a
retirement allowance but have not_retired on the date of plan
termination, without reference to the order in which they shall have
satisfied the age and_service requirement for a retirement
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allowance:

(3)  to provide an allowance to members who have not yet
satisfied the age and service requirements to receive a retirement
allowance on the date of plan termination, without reference to the
order in which they will satisfy the age and service requirements for
an allowance. Such benefits will be based upon accrued benefits as
of the date of the termination of the Retirement System.

The balance, if any, of the assets due to erroneous actuarial
computation held by the trust fund for the Retirement System after
such_allocation shall be returned to the City, but only after the
satisfaction of all ligbilities with respect to members and pensions
under the Retirement System.

SECTION §. If any section, subsection, sentence, clause or phrase of this
Ordinance is for any reason held io be invalid or unconstitutional by decision of any
court of competent jurisdiction, such decision shall not affect the validity of the
remaining portions of the Ordinanee. The City Council hereby declares that it would
have passedthis Ordinance and each section, subsection, clause or phrase thereof
irrespective of the fact that one or more other sections, subsections, clauses or
phrases may be declared invalid or unconstitutional.

SECTION 6. This Ordinance shall become effective immediately on final
adoption if it receives six or more affirmative votes; otherwise it shall become
effective upon the seventh day after final adoption.

IN COUNCIL, OAKLAND, CALIFORNIA, JAN 2 0 2015

PASSED BY THE FOLLOWING VOTE;
AYES - BROOKS, GALLO, GIBSON MCELHANEY, KALB, KAPLAN, CAMPBELL WASHINGTON, GUILLEN, AND

REID. ~— g /\}

NOES - /

ABSENT- {5 /

ABSTENTION- @5 _,
/ / i} N
ATTEST: / / f ’—~) ) M

! 3
u LATONDA SIMMONS
City Clerk and Clerk of the Council
of the City of Oakland, Califomia

Date of Attestation: Wﬁ( ! cg@l(
e

introduction Date  JAN 0 8 2015 21-



NOTICE AND DIGEST

ORDINANCE AMENDING THE OAKLAND MUNICIPAL EMPLOYEES'
RETIREMENT SYSTEM TO MEET ALL REQUIREMENTS OF THE
INTERNAL REVENUE CODE APPLICABLE TO THE OAKLAND
MUNICIPAL EMPLOYEES’ RETIREMENT SYSTEM

This Ordinance will amend the Oakland Municipal Employees Retirement
System, governed by Oakland Charter Article XX, to comply with the following federal
tax laws:

(1)  the Uruguay Round Agreements Act, P.L. 103-465 and the Small
Business Job Protection Act of 1996;

(2) the Economic Growth and Tax Relief Reconciliation Act of 2001;
(3) the Pension Protection Act of 2006;

(4) the Uniformed' Services Employment and Reemployment Rights
Act, as amended by the Heroes Earnings Assistance and Relief Tax Act of 2008;

(6)  direct rollover requirements under Internal Revenue Code Sections
401(@@)(31)(A) and 402(f)(1);

(6) final and temporary regulations issued by the Internai Revenue
Service under Section 401(a)(9) of the Internal Revenue Code;

(7) final regulations issued by the Internal Revenue Service under
Section 415 of the Internal Revenue Code; and,

(8) Such other provisions as are necessary to maintain the tax
qualification of the OMERS.



