‘An Ordinance related to the City's Deferred
Compensation Plan; providing for the commence-
ment of distribution upon separation f£rom City
service and providing two elections to defer the
date for commencement of distribution; adopting
- administrative provisions; amending and clari-
fying sections of the Plan in response to the
1996 amendments to Section 457 of the Internal
Revenue Code; and adding, amending, repealing
and recodifying various sections of Seattle
Municipal Code Chapter 4.38.
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AN ORDINANCE related to the City’s Deferred Compensation Plan; providing for the commencement
of distribution upon separation from City service and providing two elections to defer the date
for commencement of distribution; adopting administrative provisions; amending and clarifying
sections of the Plan in response to the 1996 amendments to Section 457 of the Internal Revenue
Code; and adding, amending, repealing and recodifying various sections of Seattle Municipal
Code Chapter 4.38.

WHEREAS, amendments to the City’s Deferred Compensation Plan Document to redefine the Plan
ceiling at SMC 4.38.204 and provide for in-service cash out at SMC 4.38.425 are authorized by
1996 amendments to Section 457 of the Internal Revenue Code (“IRC” or “Code”);

WHEREAS, the 1996 amendments to Section 457 of the Code allows the City to create an additional
election for participants to select a payout date (“distribution commencement date”) for benefits;

WHEREAS, adoption of an additional election to defer the distribution commencement date also
requires implementation of an initial election period for participants to defer their
commencement date;

WHEREAS, the adoption of a distribution commencement date upon separation from City service and
the adoption of two election periods to defer a participant’s distribution commencement date
preserves the integrity of the City’s plan, avoids adverse tax consequences to participants, and
improves the administration of the Plan;

WHEREAS, amending the Plan at SMC 4.38.401(C) as now allowed by the revised Code (IRC -
457(d)(2) and IRC 409(a)(9)(A)BXC)) allows participants to defer their distribution
commencement date beyond the date currently allowed by the Plan (in SMC 4.38.404);

WHEREAS, amending the Plan at SMC 4.38.403 to provide a process for selection of method of
~ distribution and a default method of distribution would further clarify the Plan document;

WHEREAS, placing the “normal retirement age” provision (which is now in a separate section, SMC
4.38.402) into the “catch up” section of SMC 4.38.204 would clarify the Plan and assure
consistency with Federal Treasury regulations;

NOW THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 4.38.010 of the Seattle Municipal Code is amended as follows:
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4.38.010 Adoption of Deferred Compensation Plan.
The City of Seattle hereby adopts the following deferred compensation plan for City officers and

employees (called the "Plan Document"):

THE CITY OF SEATTLE VOLUNTARY
DEFERRED COMPENSATION PLAN

Plan Overview |
If you enroll in this Plan, The City of Seattle (called the "City") will retain ("defer" paying) a part

of your salary or wages. The ((Gity-will-then-depesit-or-investthe)) money retained (called the "deferred

- amounts") will sited or invested in accord with agreements of the City made from time to time

with a custodian, Plan administrator, insurance company, investment underwriter, and/or financial

institution. [26 U.S.C. § 457(g).] After you leave the service of the City, retire or die, the Plan will pay

yOou, or your beneficiaries, benefits based on the invested value of the deferred amount. If you change
your employment to another Washington government With. an eligible plan, the City may transfer your
amounts to your new employee's Plan. The invested value will be based on the amount deferred, less
admunistrative fees and expenses, plus gain or minus losses from market fluctuations, and, when

applicable deductions for withdrawal ("surrender") fees. An earlier withdrawal may only occur if you

suffer an unforeseeable financial emergency or if you are eligible for an in-service cash out as provided

by this Plan. ((-A

ate-)) Y our right to
commence payment of benefits and the manner and timing of benefit payments will be governed by the
provisions of this Plan, the Internal Revenue Code, its applicable regulations, and the administrative '

rules adopted by the City which may be changed from time to time.
Section 2. Section 4.38.204 of thé Seattle Municipal Code is amended as follows:

4.38.204 Limits on annual deferrals.
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A. You may defer as much under the Plan in any year as Code § 457 allows for an eligible

deferred compensation plan. Unless the "catch-up” provision of Code § 457 applies, the most you may

‘now defer of your compensation for any taxable year prior to January 1, 1998 is the lesser of Seven

Thousand Five Hundred Dollars ($7,500.00) or one-third (1/3) of your "includable compensation”, and

for any taxable year beginning on or after January 1, 1998, the lesser of Eight Thousand Dollars

($8.000.00) or such larger amount as determined periodically by the Secretary of the Treasury. br one-

third (1/3) of your "includable compensation” (see ((Seetion10:05))SMC 4.38.1005). This amount is

called the "plan ceiling."

B. Under the "catch-up" provision, ({(dusing))for one or more of your last three (3) years before

the year in which you reach "normal retiremqnt age"(({see-Seetion4-38:462)), you may defer the lesser
of Fifteen Thousand Dollars ($15,000.00), or the amount of the "plan ceiling" for the current year plus
so much of the "plan ceiling" for earlier taxable years as you failed to use. Any deferral duﬁng the year
you made under another eligible deferred compensation plah established under Code § 457 will be
counted in applying these limits. You may use the "catch-up” provision only once; you cannot invoke

the higher limits a second time by resetting your retirement age or returning to City service after you

‘ retire [regs. § 1.457-(D2((¢e)33))1].

C. "Normal retirement age" for the DUIpPOse of determining the three year “catch-up” period,
means a retirement age selected by you from the range of ages ending not later than when you reach
seventy and one-half (70 1/2) and not sooner than the time when vou have the right to retire without the
City' s consent, and to immediately receive unreduced retirement benefits under the City Employees'
Retirement System, the Law Enforcement Officers' and Fire Fighters' Retirement System, or th¢
Washington Public Employees' Retirement System, whichever may be applicable to you; or, if none
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apply, the timie you would have been eligible for unreduced retirement benefits had you joined the City
Emp_loygeg' Retirement System. If you continue to work beyond this age, you may set a later date or
age; the later date or age must come not later than the last date for beginning distribution established by

SMC 4.38.401, provided you may only. use the catch up provision once under this Plan. [Code §§ 457

(d}2)(A) and 401 (A)9)(c); Regs. § 1.457-2()(4)].
Section 3. Section 4.38.205 of the Seattle Municipal Code is amended as follows:
- 4.38.205 Investment selections.

When enrolling, you need to make an investment selection or selections from among the

_investment alternatives ((effered-))chosén by the City for this Plan. ((Yeur-selection will-serve-as-an

-}y It is your responsibility

throughout vour participation in this Plan to direct the investment of vour deferred amounts to the Plan’s

directions must be given according to the procedure or form required by the Plan Administrator and may

be subject to reasonable restrictions imposed by the Plan Administrator as to the frequency with which

ou and all other

ive investment directions. The City. i ian, Pl

Administrator, or any person deemed to be a fiduciary of the Plan shall have no liability of any kind for
any damage, loss, or claim which may arise from the participant or the beneficiary’s investment

direction or the failure of the particip.ant or the benéﬁcim to exercise investment direction.
Section 4. Section 4.38.206 of the Seattle Municipal Code is amended as follows:
4.38.206 Investment transfers.
You may transfer amounts already deferred from one investment ((seleetion))option to another as

authorized by ordinance. A transfer will be based on the current value of the previous investment
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selection, including any gains or less any losses that had already been credited or debited to your account
(see Section 4.38.302) and may involve a fee or charge.l

Section 5. Section 4.38.207 of the Seattle Municipal Code is amended as follows:

4.38.207 Forrﬁs and methods.

HHe-a-waittenform:)) An ordinance, administrative rule, or the Plan Administrator will provide for the

manner in which enrollment, deferral changes, and investment selections are to be conducted and

implemented. Your authorization and your investment selection continue in effect for future pay periods

until you direct otherwise ((by-signing-and-filing another-written-form))in the manner established by

ordinance, administrative rule, or by the Plan Administrator. ((An-erdinance-or-administrative-ruleswill

Section 6. Section 4.38.208 of the Seattle Municipal Code is amended as follows:

4.38.208 ((Fransfers-within-an investmentselection
PlanypInvestment options and transfers between options.

:))The Plan’s investment options

shall include investment alternatives chosen by the City pursuant to the Plan’s investment policy, and

may include such investment options such as securities, niutual funds, money m_a;rket accounts, and
annuities. From time to time the City may change, add to or remove investment options from the Plan,
and the City may employ professional investment advisors for the purpose of reviewing the investment
options offered through this Plan. If an investment option is rémoved from the Plan, your deferréd
amounts shall be transferred to similar replacement investment options according to administrative
procedures adopted for their transfer unless you direct otherwise in the manner established by the City.

Losses may be incurred as a result of a transfer from one investment option to another due to market
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fluctuations, among other reasons. A participant, or after a participant’s death, a beneficiary, may

transfer funds between the investment options offered by the Plan. ((seeurities-and-annuities-within-an

a)) Transfers
must be made in accordance with ordinance, administrative rule, or as required by the Plan
Administrator in fhe manner that securities transactions are conducted under the rules of the New York
Stock Exchange or the National Association of Securities Dealers, and subject to the terms and
conditions for cred';ting ((sub))account values in the City's contract with the Plan Administrator. For
cause, the Plan Administrator may require that transfers be authorized in writing in advance. |

Section 7. Section 4.38.301 of the Seattle Municipal Code is amended as follows:

Article IIT Administration, Accounts and Reports

4.38.301 Administration..

To carry out the Plan, the City will deposit or invest the deferred amounts and any earnings from
them in a manner authorized by state law and the Washington Constitution. The City may in its
discretion agsign functions to one or more City officials, establish a committee to make decisions or
exercise powers, contract with a plan administrator or custodian to manage day-to-day operations and
keep records, deposit or invest funds with an insurance company, an investment underwriter or financial
institution, and delegate any or all duties or responsibilities under the Plan (except making the deferral,
itself), to any or all of them.

Section 8. Section 4.38.302 of the Seattle Municipai Code is amended as follows:

4.38.302 Accounts.

An account will be kept for everyone who participates in the Plan. Like all others, your account

will be credited with a sum equal to the amounts deferred from your salary or wages; it will be adjusted
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to reflect the current market performance of ((a

your investment selection(s); and your account will be reduced by fees charged to your account as
authorized by Section 4.38.303 or emergency withdrawals under Section 4.38.467. The adjustment will
reflect interest, dividends, an& other distributions réceived; gains or losses from market fluctuations;
investment losses; and/or any default by an investment underwriter, each if and when occurring, and, if
applicable, a withdrawal ("surrender”) fee. The current value of your account will determine the amount
of benefits paid under Article IV.

Section 9. Section 4.38.303 of the Seattle Municipal Code is amended as follows:

4.38.303 Fees.

The costs of carrying out the Plan will be borne by those participating through reasonable fees set
by ordinance for administrative, recordkeeping, investment and other services performed and for
appropriate expenses incurred. Your deferred amounts will be subject to fees charged by the City, its
custodian, or the Plan Administrator for the administrative cost and expenses of the Plan. The
administrative fees charged to the participants may include the costs and expenses of seﬁicgs fendered
by a third party administrator, custodi g,g‘, recordkeeper., or services rengiergd by a professional investment
advisor, accountant, or legal counsel. A fee may take the form of an assessment calculated as a
percentage of the current value of your account, a deduction measured by a payment or transaction,
and/or a fixed charge for a service; among other reasonable methods. |

Section 10. Section 4.38.401 of the Seattle Municipal Code is amended as follows:

Article TV Benefits

4.38.401 ((EarHestpayment-allowed;)) Timing for distribution of benefits.
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A. Farliest availability of benefits. Except for hardship withdrawals and in—_service

distributions allowed under Seattle Municipal Code Sections 4.38.412 and .414, the payment of your

benefits under this Plan shall begin not earlier than sixty one (61) days after your permanent separation

from City service. [Code § 457(d)(1)(A) and (e}(9): Regs. §1.457-2(h)]. Your permanent separation

from City service is the earliest of the following events: vour resignation, retirement, the termination of

your employvment with the City, or your death.

B. Distribution commencement date. Unless you (or your beneficiary) elect to defer vour

distribution commencement distribution date or you transfer your account to another eligible
govemment 457 plan, your distribution commencement date under this Plan shall be sixty one (61) days
after the date of your permanent separation, and the actual payment of vour benefits shall commence

within the néxt monthly payment cycle.

C. Last date to commence distribution of benefits. Your distribution commencement date

shall not be later than the last date for beginning distribution under this Plan. which shall be April 1st of

the calendar year following the calendar year in which you reach age 70 1/2, and, if you continue your

service with the City bevond age 70 1/2, vour distribution commencement date shall be no later than
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Apnl 1st of the calendar vear following the calendar year in which you leave City service. [Code

457(d)a) and 401(2)(9)BUC).]

Sectiont 11. Section 4.38.402 of the Seattle Municipal Code is amended as follows:

4.38.402 ((Mm&&%eﬁreme-&t—ag&))]&ilection to defer distribution commencelﬁent date.

2(5(4)})) The Plan allows two election periods for you to postpone, but not accelerate, your distribution

commencement date.

commencement date to a fixed future calendar date which is not later than the last date for beginning

distribution under SMC 4.38.401.. Your election to defer the commencement of the benefit payment(s)
must be made in the manner designated by the City and must be received by the City not later than sixty

(60) days after the date of your permanent separation from City service. During this first election period
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ending sixty (60) days after your separation, you may change your elected distribution commencement

be considered your first election, and this election may not be revoked unless you choose o exercise

vour second election under subsection B. [Reg. 1.457-1(b).]

B. Second election. After vour first sixty (60) dayv election period has passed, you may have
one additional election to defer your distribution commencement date fo a ﬁxéd future date 0o later than
the last date for beginning distribution under SMC 4.38.401(C)._You may only exercise this second
election to defer one time, and the second election must bg‘ made in the mmner designated by the City
and must be received by the City no later than thirty (30) days before vour benefit payments would

otherwise begin. Once you make your second election to defer, it is ir_revocable. [Code 457(e)}(9)B).]

Section. 12. Section 4.38.403 of the Seattle Municipal Code is amended as follows:

4.38.403 ((Benefitseleetions:)) Election of benefit distribution method.

A. FElection of method of distribution. Your benefits may be paid in a lump sum or in periodic

payments or such other method allowed by administrative rule, the Code, and its implementing

regulations. You must elect the method of distribution of benefits in writing no later than thirty (30}

10
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days before your scheduled (your elected distribution date or the default date designated by the Plan)

distribut ion commencement date. You may not‘revoke your election of a method of distribution after
payments commence, nor can you accelerate your payments after vour paym ents commence. If your
beneficiary elects a method of distribﬁtion, the period of time and the manner in which the benefits are
distribufed is governed by administrative rule. If you (or your beneficiary) do not chose a method of
distribution within the time specified in this section, the Plan will use the applicable default method of
distribution.

B. Default method of distribution. If you (or vour beneficiary) do not elect a method of
distribution thirty (30) days before yoﬁr scheduled distribution commencement date and the current
market value of your account is equal o or greater than twenty five thousand dollars ($25.000), the Plan
will distribute your benefits in monthly installments over a period of one hundred twenty (120) months
or in such other periods or amounts as may be required by the minimum payout requirements of the
Internal Revenue Code. If you do noi.elect a methodlof distribution within the required time period and
the current market value of your account is less than twenty five thousand dollars ($25.000), the Plan
will distribute the total amount of yg' ur bene ﬁ‘ ts j_z_';‘ one lump sum payment. If vour bgngﬁcigjjy is an
estate, t‘rust or other entity the distribution of your benefits will be .govemed by administrative rule.

C. Minimum distribution requirements. If your benefits are distributed ir} periodic payments

under this Plan, the amount and timing of such payments shall be governed by administrative rule and

U.S.C. 457(d)(2) and 401(a)(9).] Your benefit payments must commence no later than the last date for

beginning distribution under SMC 4.38.401. The payment of benefits must be scheduled so that the

amounts do not increase substantially after the first year; at least one (1) payment occurs every year; and

11
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‘most of the payments will go to yvou over vour life expectancy or over the joint life expectancy of you

and your beneficiary. [Code 4 .

Section 13. Section 4.38.404 of the Seattle Municipal Code is repealed:

Section 14. Section 4.38.406 of the Seattle Municipal Code is amended as follows:
4.38.406 Payments to beneficiaries.

If you die before drawing benefits or before all benefits are paid, benefits shall be paid to your

beneficiary in the manner provided by administrative rule, ((evef—aimad—eilﬁ%eeﬁ—%}—yeaf&er—}essre%

2(1)(3)]. Payments must be sufficiently rapid to satisfy the requirements of Code § 457(d)(2) and Code §
401(a)(9) [Code § 457(d)(2)]. To qualify for benefits your beneficiary must survive ten (10) days after
your death.

‘Section 15. Section 4.38.407 of the Seattle Municipal Code is amended as follows:

4.38.407 Unforeseeable emergency. |

12
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Upon application, the City may authorize a payment to you in an amount reasonably needed to
meet an "unforeseeable emergency.” An "unforesecable emergency" is a severe ﬁnancial hardship to you
resulting from a sudden and unexpected illness or accident to you or a dependent, loss of your property
due to casualty, or other similar extraordinary and unforeseeable circumstances .a:rising as a result of
eventé beyond your control. No payment can be made to the extent that your hardship may be relieved
through reimbursement, compensation by insurance or otherwise; a sale of your assets without causing '
severe financial hardship; or suspending your deferrals. The payment may not exceed the lesser of the

current value of your account (see Section 4.38.302 ) or the amount required to satisfy your emergency

‘need [Regs. § 1.457-2(h)(4-5)]. Your account will be reduced by an amount equal to any payment made;

and any balance remaining in your account aftervthe payment will be paid as benefits in accordance with

Section 4.38.401. This is ((the-oniy)) one of two ways in which payment of deferred amounts((-))may
be authorized by the City prior to your permanent separatlon from ((W-h&&h—t—he—@ktﬁ‘ﬂ&a%&ﬁth&%&@—“‘hﬂ@

you-are-below-yourretirement-age-in)) active City service. You may also receive an “in-service cash out

election”” payment if the condiﬁons of Section 4.38.425 are satisfied.

Section 16. Section 4.38.408 of the Seattle Municipal Code is amended as follows:
4.38.408 Temporary interruption of service.
Unless you declare and make your departure from City service permanent or you become

permanently separated from City service as defined by the Plan and/or administrative rule ((Seetien
4.38-406-applies)), your account will continue to be maintained during the following absences although
your deferrals cease: A layoff of less than one year for lack of work; military service while

reemployment rights are maintained; or an extended authorized leave of absence((;-and-iransferto-other

13
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Section 17. A new Section 4.38.420 is added to the Seattle Municipal Code as follows:

4.38.420 Distribution date for separated participants.

A participant who has separated from the City prior to the effective date of Ordinance

[this ordinance] and who has not commenced distribution of benefits or previously elected

a distribution commencement date shall elect a distribution commencement date in writing in the time

and manner required by the City. If the separated participant does not elect a distribution

five (65). [Treas. Reg. 1.457-2(£)(4).] Those separated participants who receive a default distribution

date of age sixty-five (65) may use the second election to postpone the distribution date to a future date
as permitted by SMC 4.38.402(B).

A separated participant receiving a default distribution commencement date under this section

may appeal the designation of a default distribution date by submitting a written appeal to the Deferred
Comp_enéation Committee giving a reasonable explanation why he/she failed to elect a distribution
commencement date as reguired by this section and providing evidence that the participant is

permanently separated from City service. The Deferred Compensation Committee shall allow the

participant to elect a distribution date if theparticipant has stated rf:asonable cause for failing to elect a

distribution date as reguir,ed by notice under this section. Reasonable cause may include the failure to

send or receive notice, the absence, death, or incapacity of a participant, or other circumstance

reventing the participant {(or benefici

from receiving notice under this section. All decisions of the

14
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Deferred Compensation Committee may be annealed to the Director of Personnel. The decision of the
Director of Personnel shall be final.

Section 18. A new Section 4.38.425 is added to the Seattle Municipal Code as follows:

4.38.425 In Service cash-out election before separation.

You may elect to receive a lump sum “in-service cash out” pavment prior to your permanent
separation from City service if vou meet certain Code requirements which include the following: .no .
deferrals have been made to your account for the previoﬁs twenty—four (24) month period, your:account
balance is less than the maximum amount allowed by Section 457 of the Code, and you have not

previously received an in-service cash out distribution under this Plan. Payment will be made at least

thirty (30) days after the City receives and approves your written request for payment. Only one in-

§457(e}9XA).1

Section 19. Section 4.38.504 of the Seattle Municipal Code is amended as folloWs: |

4.38.504 Transfers between government plans.

This Plan will accept plan-to-plan transfers of deferred compensation accounts for employees
who enter City service from another employer With an eligible 'defe.rred compensation plan established
under Code § 457. Conversely, if you leave City service to take a position with another employer with
an eligible deferred compensation plan under Code § 457, the City will automatically transfer yoﬁr

account to your new empioyer for deposit in its plan as long as the receiving plan accepts such transfers

[Regs. § 1.457-2(k)]. If you wish to effect a plan to plan transfer. you must give notice to the City in

writing no more than sixty (60} days after your separation date and identify the state or local government

employer with whom you have accepted employment.

15
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Section 20. Section 4.38.1005 of the Seattle Municipal Code is amended as follows:
4.38.1005 Includable compensation.
"Includable compensation" means your compensation from the City reported to the United States
Internal Revenue Service for federal income tax purposes, reduced by deferrals under this plan and

payments made on your behalf for retirement system purposes under Ordinance 111992 and 26 U.S.C. §

414(h), and other non-taxable income. It is determined without taking into account Washington's

community property laws [Code § 457(d)(5); Regs. § 1.457—2(e)(25].
Section 21. Section 4.38.1007 of the Seattle Municipal Code 1s amended as follows: "
4.38.1007 Normal retirement age.
"Normal retirement age.” Sec Section 4.38.((402))204(C).
Section 22. Section 4.38.1010 of the Seattle Municipal Code is amended as follows:
4.38..1010 Plan administrator.

"Plan administrator" means a City official or office, a custodian appointed by the City to act as

Plan administrator, or an organization that manages the day to day operation 6f the Plan by providing
such services as the following: Preparing infonnational material, presenting the Plan to City emiployees,
enrolling participants, processing forms and keeping records and accounts, and providing information,
answering questions, and giving advice about the Plan, making reports to participants, coordinating with
investment underwriters, participating in selecting them, and overseeing their performance, and directing
payment of benefits. This listing illustrates the type of tasks performed; a plan administrator may
perform some, all, or other tasks, as determined by ordinance.

Section 23. Section 4.38.1011 of the Seattle Municipal Code is amended as follows:

4.38.1011 Plan ceiling.

16
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"Plan ceiling” is the lesser of Seven Thounsand Five Hundred Dollars ($7,500.00) and for any

taxable year beginning on or after January 1, 1998, the lesser of Eight Thousand Dollars {$8,000.00) (or
such larger amount as determined periodically by the Secretary of the Treasury pursuant to 26 U.S.C.

457(e)(15)) or one-third (1/3) of a participant's "includable compensation.” See Section 4.38.204.
Section 24 This ordinance shall take effect and be in force thirty (30) days from and after its
approval by the Mayor, but if not approved and returned by the Mayor within ten (10) days after

presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the City Council the éw day of  fAp~ud 1998, and signed by me in open

of the City Council’

" President Sw

Approved by me this @2’"’1’* day of

=~ - Mayor /9/@ }Z'? AT

f . .
Filed by me this _{ day of & A?_} o , 1998.

m““*‘Uﬂ‘&"“@"‘*\ i,
b

City*Clerk

(Seal)
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City of Seattle

Paul Schell, Mayor

Executive Services Department
Dwight D. Dively, Director

March 2, 1998

TO: Honorable Sue Donaldson, President
Seattle City Council

Via:  Elaine Marklund
City Budget Office

Ao

FROM: 8] .
Dwight Bively, Director
Executive Services Department Personnel Director

SUBJECT: Deferred Compensation Plan Document Changes

The City’s Deferred Compensation Plan, a voluntary retirement savings
program, was implemented in 1985, and has approximately 5,900 participants
(both active and separated employees). The attached legislation amends the Plan
Document for this program by incorporating changes allowed and mandated by
federal law or which have been recommended by the Deferred Compensation
Advisory Plan Committee to improve the overall administration of the plan.
These changes are explained in more detail below.

We have also attached proposed changes to the Deferred Compensation Plan
Rules. Although the Council will not be asked to implement these rule changes,
they are attached for your information. Participants have received information
on the proposed Plan Document and Plan Rule changes, and we will conduct a
Public Hearing on Tuesday, March 10 at 4:00 p.m. in Training Room C on the
12% floor of the Dexter Horton Building to receive comments from participants.
We will discuss the results of the public hearing at the Committee briefing on
this legislation.

Personne! Division, Dexter Hortor: Building, 710 Second Avenue, 1Zth Floor, Seattle, WA 98104-1793
Tel: (206) 634-7664, TDD: (206) 634-7888, Fax: (206) 684-4157, http:/www.ci.seattle.wa.us
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



" Sue Donaldson
March 2, 1998

INTERNAL REVENUE CODE AMENDMENTS

Amendments to the Internal Revenue Code passed in August of 1996 and other
previous Code amendments allow the following changes to 457 deferred
compensation plans:

» The $7,500 annual contribution limit may be indexed for inflation in
increments of $500. (Effective January 1, 1998 the annual limit is
$8,000). (IRC 457(c) and IRC 457 (e)(15)).

» A plan may adopt an additional election period to allow participants to
postpone a previously elected payout date (“distribution commencement
date”) one time. (IRC 457(e)(9XB)).

¢ A plan can permit distribution of inactive account balances of $3,500 or
less to participants who are still employed. This amount was later
increased to $5,000 by passage of the Taxpayer Relief Act of 1997.
(IRC 457(e)(9)). (Currently, distributions to employed participants can
be made only for approved emergency hardships.)

e Previous amendments to Section 457 and 401(a)(9) of the Internal
Revenue Code allow plans to extend the required beginning date for
distributions until April 1* of the year after a participant reaches age
70%: or, if the participant works beyond age 70%, until April 1% of the
year after the participant leaves City service.

PROPOSED CHANGES

The 1996 Internal Revenue Code amendments, particularly the provision
allowing for an additional election of a beginning date for payout of benefits (a
“distribution commencement date™) prompted us to take a close look at the
benefit distribution requirements of the Plan Document. The Plan Document
lacks a clear process for electing a distribution commencement date, which can
result in adverse tax consequences to participants if distributions are
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administered as if the benefits were available at any time. Further, a process for
the election of a method of distribution was never adopted by ordinance as
contemplated by the Plan document. We are now attempting to remedy this
situation by incorporating the necessary provisions into the Plan Document.

The proposed changes described in the following table were developed after
discussions with other jurisdictions, iegal counsel at the Internal Revenue
Service, and a review of the current IRS notices. These proposed changes
would create a process for payout of benefits, and implement other provisions of
- the Code described above. The other changes in the attached legislation clarify
administrative responsibilities of the City.

Again, enclosed for informational purposes are the proposed changes to the Plan
Rules. We are proposing the following modifications: revisions to implement
the above Plan changes, revisions to the minimum distribution rules to make
them more complete, addition of a new rule addressing court orders issued after
a dissolution of marriage that affect a participant's account, and revisions to
effect other incidental housekeeping changes.

We request that you approve the enclosed ordinance as we believe the proposed
changes will strengthen the operation and integrity of this retirement savings
program. If you should have any questions regarding the attached legislation,
please call Claudia Gross in the Benefits & Safety Unit at 684-7832.

For your information, we are also moving toward implementing additional 1996
amendments to the Code, which mandate 457 deferred compensation plans to
establish a trust for holding plan assets by January 1, 1999. You will see this
legislation later this year.

DD:cg

Enclosures
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RULES IMPLEMENTING THE CITY’S DEFERRED COMPENSATION PLAN

These Rules implement the City’s Deferred Compensation Plan. They are subordinate
to the Plan Document-and-Ordinance-112517. In case of conﬂict, the Plan and
Ordinances amending the Plan Document, including 112517, 113134, 115911, and
Ordinance 117151 control.

These rules are in effect unless amended, revoked, or superseded. The rules in
Part G (Rules 61-623) interpret and apply particulaf langnage in 26 USC §457 and
provide guidance to the Plan Administrator and City officials. If and to the extent that
an authoritative opinion of a court or of the Internal Revenug Service rules directly on
the issue, the Plan Administrator or a City official may follow that decision rather than
the guidance of Rules 61-623.

“You” means the participant in the City’s Deferred Cdmpensation Plan.

A. Enrollment

Rule 1. Enrollment ((Ferms-and))Services. ((Defeﬁed—gempéﬂsaﬁeﬂ

Enrollment services are provided in a manner specified by the Plan Administrator. The

Plan Administrator can be contacted for detailed information.

Rule 2. Time to Reconsider. A copy of the Plan Document will be provided

you upon ((befere)) enrollment. ((Ie%et—ym&—s%&dy—the-mag—aﬂd»{hhﬁ(—k-weﬂ) After
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enrolling' , you may ((within-three-(3)-days-afier filing your-enrollment form)) withdraw
((3)) from the Plaﬁ before any payroll deduction is taken without any penalty.
Participation in the Plan is entirely voluntary. |

Rule 3. Changes in Amount Deferred. You may change the amount of your
deferral or stop your deferral at any time. However, the City Finance vDirector may
decline to accept “year-end” increases inbdeferrals, which are presented in November
and to occur only in December. (Section 2.03 of the Plan Document explains when a
change takes effect.)

Rule 4. Method of Making Transfers in Investment Selections. You, or if you

die, your beneficiary, may transfer funds between ((seeuritiesinvestments-withi

investment-selection-orally-or by computercommunieation)) the Plan’s investment
options by speaking with a Plan Administrator representative in a recorded conversation
or via the Plan Administrator’s automated voice response system subject to written
confirmation by the Plan Administrator in the manner that securities transactions are
conducted under the rules of the New York Stock Exchange or of the National
Associatioh of Securities Dealers and subject to the terms and conditions for crediting
participant account values in the City’s contract with the Plan Administrafor ((BEBSCO
autherized-by-Ordinance-115911)). For cause the Plan Administrator may require that
transfer between securities investments be authorized in writing in advance.

Transfers to or from the investment selection of the Seattle Métropolitan
((Fede%a«l)) Credit Union of Seattle may require a written authorization.

B. Deferrals

rules? ‘ 2
2/20/98



Rule 11. “Includable Compensation.” To calculate your “includable compensation”
for determining how much of your compensation that you can defer, the City will use
wage and salary reporting forms it supplies to the United States Internal Revenue Service.

Payments, which are not reported as income to you for federal income tax purposes, are

excluded, e.g., retirement contributions, deferred compensation deductions, ameuntstc)

which-are-deferred-underthis-plan: workers’ compensation payments; and dependent care

assistance plan reimbursements.

Your salary wage will first be considered “includable compensation” when it has
been reported to the United States. In cases of doubt, the City Executiv¢ Services
Department Director’s Finanee-Director’s determination is final.

Rule 12. Exclusions from “Includable Compensation.” Your “includable
compensation” excludes amounts paid to you under the Internal Revenue Code Section
403(b) (relating to aﬁnuity contracts purchased by Section 501(c)(3) organizations or
publié schools); Section 105(d) (reiaﬁhg to wage continuation plans); and/or Section 911
(relating to citizens or residents of the United Stat_es living abroad).

Rule 13. Schedule Deferrals. Unless you are using the “catch-up” provision,”

your total annual deferral must be not more than $8.000.00 (or $7,500.00 prior to January

1, 1998) or one-third or less of your “includable compensation” earned from the City

rules7 3
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during the calendar year at the time your deferral is made. The annual deferral limit may
be adjug ted periodically by the Secretary of the Treasury.

Rule 14. Ranking of Payroll Deductions. Mandatory payroll deductions take
precedence over deferrals: fedéral income tax withholdings; social security, workers’
compensation, and unemployment taxes; retirement system contributions; and when
applicable, union dues and gamishmenfs. The following payroll deductions are presumed
to be senior unless your payroll officer indicates otherwise: contributions to ((Usnited
Way-and-other)) charities, payment for U.S. Savings Bond programs, and payments to the
Seattle Metropolitan ((Federat)) Credit Union. If your pay is not sufficient to cover all
such deductions, the deficiency will be taken from your deferral. | |

Rule 15. Compensatory Offsets. If the City has deducted more or less from
your pay than it should have done due to an error or a late charge, the City may, in its
discretion, make a corresponding offset on your next succeeding payroll rather than reﬁz-ise
and correct the affected payroll warrant.

C. Designation of Beneficiaries

Rule 21. Making a Désignation. You are responsible for designating one or
more beneficiaries to receive benefits under the Plan in the event of your death called the
“primary beneficiary” and for naming a beneﬁgiary or two or more beneficiaries to
receive benefits under the Plan if your primary beneficiary should die before you or
within ten days of your death. The latter are called “contingent beneficiaries.” You
should make your designations by completing a form supplied by the Plan Administrator

and filing it with the Plan Administrator. You should make sure that the addresses of
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ybur beneficiary(ies) are current and inform the Plan Administrator of any changes of
address in writing.

Rule 22. Designation by Married People. If you are married, your spouse must
give his or her Wﬁtten consent for you to designate anyone other than your spouse as your
primary beneficiary(ies). You may c.hange a designation of your spouse as your
beneficiary only with his or her written consent. (Héwever, you may designate a trust
fund already estabﬁshed for your spouse rather than directly to your spouse without your.
spouse’s consent.)

Rule 23. Naming Two or More Beneficiaries. If you name two or more
primary beneficiaries, each survivor will share in the benefits equaﬂy unless you indicate
otherwise. If you name two or more contingent beneficiaries, any benefits paid to the
contingent beneficiaries will be apportioned equally between them unless you indicate
otherwise

Rule 24. Change in Beneficiaries. Ypu may change a primary or contingent
beneficiary at any time.

D. Account Statements

Rule 31. Account Statements. You should examine your quarterly account
statements promptly. You should bring any errors or omissions to the attention of the
Plan Administrator, or if your account is maintained with another investment selection, to

“the financial institﬁtion or investment manager responsible for that selection. Your
inquiry or complaint should be made within sixty (60) days. If the problem is not
resolved to your satisfaction, you should then promptly notify the City Executive

‘Services ((Finaneey) Director in writing.

rules7 , 5
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E. Payment of Benefits

Rule 41. Proof May Be Needed. In.order té receive benefits under the Plan, you
or your beneficiary may need to present proof of age, identity, ((e¥)) marriage, or death.
The amount of proof for uniformed personnel Will be measured by the evidence required
by the Washington Law Enforcement Officers’ and Fire Fighters’ Retirement Systems,
and for other City personnel by the City Employees’ Retirement System.

Rule 42. Survivorship. To make sure.that your beneficiary(ies) sufvives you for
ten or more dayé, the City will delay making payment to ébeneﬁciary until at least sixty-
one (61) ((thirty~39)) days after your death.

Rule 43. Payment to a Trust or Estate. Your designation of a trust as your
beneficiary authorizes payment to the trustee as full satisfaction of the City’s obligation;
the City will not be responsible for méking inquiry about the trust or for the trustee’s
performance. If you fail to make a designation ((e¥)) of beneficiary or none of your
beneficiaries survi?e you, the City will pay the benefits to your estate if it is in probate.

Rule 44. Doubt About Payment. If the City has any doubt as to whom to make
payment, the City may in its discretion pay the benefits into the registry of the court for

judicial determination.

Rule 45. Distribution to participants after separation from service. After
separation from service, your accumulated deferrals (your “benefits”) shall be p‘ aid to

you in one or more instaliments as selected by vou pursuant to Rule 48 and 49. The value

f vour benefits will based on their current market alue'a the time of the transfer less

any administrative fees or expenses due to the Plan.
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any time, whether before or after separation from service, your benefits shall be paid to
your beneficiary or beneficiaries designated by you pursuant to Rules 21 through 24.

Your benefits shall be paid out as provided in Rule 45 through 49. Ifno beneficiary is

designated as provided in the Plan. or if the designated beneficiary does not survive yvou
by a period of ten davs, then a lump sum shall be paid. in accordance with Rule 49(C) to

your estate.

Rule 47. Distribution in event of death of beneficiarv. In the event a

beneficiary survives vou by ten days and becomes entitled to receive benefits, benefits
shall becéme payable to the beneficiary's estate pursuant to Rule 49(C) on the second
month following the beneficiary's death, unless benefits are being p_aid in the form of an
annuity, in which case the disposition of the remaining amount shall bve determined by the

annuity contract.

Rule 48. Elections regarding distribution. You (or if vou die, each of vour

beneficiary(ies) other than an organization, an estate. or a trust) shall elect the date when
you wish payout to begin (your “distribution commencement date”) and the payout

period (vour “method of distribution ™) in the following manner.

{A) Election regarding time of pavment (“distribution commencement
date”). You must elect vour distribution commencement date not later t the sixtieth

(60) day after your separation from City service (or if your beneﬁciagy makes the

rules? 7
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election, within 60 days after your death). Your first election of a distribution

commencement date may not be revoked after the sixtieth (60) day after Your separation,
however, you may further postpone vour elected distribution date after the first election
period by exércising vour second election not later than thirty (30) days before vour
payments would otherwise begin.

(1} Your first election of a distributzl' on commencement date must be made in the -

following manner:

a) Bv vou not later than sixty (60) days after vour separation from service
from the Citv. Your election must be filed with the Citv’s Executive Services

Department. Benefits Unit, on forms provided for that purpose. You may

change your distribution commencement date any number of times during the
first eléction period ending sixty days after vour perinanent separation date,
however, the last election on file on the 60th day after your separation will bé
your first irrevocable elected distribution commencement date. Payment may
 begin within the next payment cycle after the sixty first (61st) day after your

permanent separation, and pavment must begin within the time prescribed by

Rule 49;

b) Bv vour beneficiarv (other than an organization, estate or trust, and if
you have not commenced distribution) not later than sixty (60) days after your
death. Your beneficiary’s election must be filed with the Plan Administrator -

on forms provided for that purpose. Payme_nt may begin within the next

rules?7 "8
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payment cycle after the sixty first (61) day after your death, and payment must

begin within the time prescribed by Rule 49;

(2) _A second election to postpone vour first elected distribution commencement date

may be made by vou {or vour beneficiary) after the period for exercising vour first
election. This second election must be made by you (or your beneficiary) not
later than thirty (30) days before vour benefit payments WOlﬂd otherwise begin.

Only one such postponement is allowed, and once the second election is made, it

- isirrevocable. (You cannot change it to an earlier or a later date).

(B) Election regarding method of payment (“method of distribution”). You

{or your beneficiary) upon making an election regarding the distribution commencement

date. may also elect the period over which payments will be made (“the méthod of

your beneficiary elect a distribution commencement date or at any time not later than
thirty (30) days prior to the date that payvout will begin. Once having made this election
of method, vou (or your beneficiary, other than an organization, estate, or trust) may
change the method of distribution not tater than thirty days prior to the distribution
commencement date. Your beneficiary may also make this election after vour death

where vou were already receiving payments, but, as provided in Rule 49 (C). vour

beneficiary must receive distribution at least as rapidly as it was being distributed to vou.
Your beneficiary must make an election of distribution method not later than sixty days

after your death, and if no election is made the Plan may begin distribution as provided in
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subsection (D) of this section. Provided, if you were receiving payout in the form of an

uity contract, then the successor’s right shall be limited by the terms of that contract.

(C) How elections are made. You or your beneficiary will make elections

allowed under this section by completing and filing applicable payment request forms

With the Executive Services Department, Benefits Unit,
(D) Consequences in absence of a timely election regarding time of payment.

Absent a timely election of a distribution commencement date, distribution will begin

within the next pavment cycle after the sixty-first day after your separation, and

distribution will be made in a lump sum if current market value of your benefits as of the

end of the election period are less than twenty-five thousand dollars, or if the current

market value of your benefits are twenty-five thousand dollars or more, in equal monthly

installments over a period of one hundred twenty months or such lesser period:

(1) _As may be necessary under the minimum payout requirements of Section 457

(DB of the Internal Revenue Code (requiring amounts to be paid not
later than as determined under Secﬁon 401 (2)(9X)G) of the Internal Revenue
Code); or | |

(2) _As may be necessary under Section 457 (d}2)(B )ﬁ )(11) of the Internal Revenue
Code greguiring} amounts not distributed to vou during your life to be distributed

at least as rapidly as they were being distl'ibufed as of the date of your death).

(E) Effects of certain employment changes. Transfers of your accounts from

the City’s deferred plan to another eligible government 457 plan will be made by the

than thirty (30) days before your benefit payments would otherwise begin and provide the
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name of the 457 plan or other information to enable the City to arrange a transfer. The
Internal Revenu¢ Code does not allow transfer or x‘o!_ioyeg of your 457 plan assets to a
401(k) or other non-457 plan established under the Code. Transfers.to other 457 plans
are not allowed if distribution has begun under this Plan.

(F)_Consequences in absence of a timely election regarding method of
pavment. In the absence of a timely election regarding the period of time over which
pavment will be made. payment will be made in the manner described in subsection (D)
of this section.

(G) Pavment to an organization, estate, or M‘ ust. Any amount payable to an

organization, estate, or trust shall be paid in a lump sum as prescribed in Rule 49

(CY(1X¥a).

Rule 49 Distribution of deferrals (benefits).

(A) General rule. Assuming a timely‘election is allowed and has been made
pursuant to Rule 48, payment will be made in at least annual, substantially ﬁon—incrgasing
amounts. Payments are also subject to the limitations in subsections (B) through (E) of

this section.

(B) Distribution to participant. You must either receive a lump sum payment
under 1) or periodic payments under (B)}(2): |
(1) Lump sum. You must receive your entire interest prior to the latest of:

(a) April 1stin the year following the caleﬁdar year in which you attain age

seventy @d one-half; or
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(b) April Ist in the year following the calendar year in which you separate
from service with the City, if your separation occurs after 70 1/2;
(2) Periodic payments. You must begin receiving your interest not later than the

time specified in (B)(1) of this subsection and receive it over a period not longer than

either:

(2). _Your life;

(). Your life and a beneficiary designated by vou;
{c) Your life expectancy; or
(d) _Your life expectancy an signated beneficiary.

Paxz_g‘ ent must be sufficiently rapid to satisfv the requirements of Section 457

(2XBYE)(E) and Section 401 (a)(9X)G) of the Internal Revenue Code. Provided, that if

provision is made for the payment of a portion of the benefits to a beneficiary, the amount
payable to you actuarially fnust exceed two-thirds of the maximum amount payable to
you had ‘no provision been made for payments to the beneficiary (determined as of the
commencement of the distribution or as determined by use of tables issued by the

Secretary of the Treasury).

QOnce payments to you begin, you may accelerate the payment schedule only in

the event of an unforeseeable emergency (and subject to the provisions of the Plan or
these rules regarding such emergencies).
_{C) Distribution to beneficiaries. When distribution begins prior to your death,

then pavout must be made at least as rap_.idly as it was being made to you. When your

beneficiary is an organization, estate or trust, then payment will be payable in a lump sum
rules7 , .12
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in the next monthly payment cycle after the 61st day following your death. [IRC
410(2)(9)B).}
(1) When distribution does not begin prior to your death, aﬁd is to be made:
(a) To an organization, estate or trust, then payment will be payableina

lump sum within the next monthly pavment cyvcle after the sixty first

day following vour death;

(b) To a living beneﬁcim. designated by vou other than vour surviving
spouse, and, if vour beneficiary elects within 60 days of your death,
not to begin payments Within one year of vour death, then payment
must be made within five y‘ ecars of vour death;

{c) To aliving beneficiary designated byv you other than vour surviving
spouse, and, if your beneficiary elects within 60 days of your death fo

begin payments within one year of your death, then payment must be

made within fifteen vears of vour death;

(d) To your surviving spouse, whether as designated beneficiary, or by

default, then payment must begin prior to April 1st in the year after the
end of the calendar vear in which vou would have attained age seventy

and one-half or, if your separation date occurs after 70 1/2, prior to

April 1st in the vear after the end of the calendar vear in which vou

separated from service, and payment may be made over the lifetime of
YOUF SUrviving spouse.
2) If vour surviving spouse dies, then payment will be made to his/her beneficiary

over a period not longer than the life expectancy of your surviving spouse.
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(D) Computation of life expectancies. For purposes of this section, life
expectancies will be computed by use of the expected return multiples in Treasm:y
Department Regulation 1.72-9 or, if distribution is to be effected through a contract
issued by an insurance company. by use of the mortality tables of such company. Where
payment is being made over the joint lives of you and your surviving spouse, the life
expectancy Qf y' ou and vour éurviving spouse may be recalculated annually.

(E !' Notwithstanding anything in this plan to the contrary, distributions from the

plan will be made in compliance with the minimum distribution rules of Section 457

(d)(2) of the Internal Revenue Code, and in compliance with Treasury Department |

Regulations issued under Sections 401 (a)(9) and 457 (d)(2) of the Internal Revenue

Code.

F. Ancillary Provisions

Rule 51. Powers of Attorney. If you want to give another person a power of
attorney or appointment to change your beneficiaries, your mmvestment selections, or your
selection for phased payment of benefits, you must expréssly authorize your agent to
make those decisions for you. A geneéral power of attorney in broad language will not be
accepted as authorizing such a delegation of your decision-making on these subjects

unless it is very clearly stated.

Rule 52 Domesﬁc Relations Orders.

ml¢s7 14
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A. Segregation of Assets for Alternate Payees. The Pian will gstabiish a sub-
account for the former spouse of a participant (hereafter “an alternagé payee” account)
upon the Plan Administrator’s receipt and acceptance of a non qualified domestic
relations order providing for the participant’s benefits under the Plan. The court order
must not require the Plan Administrator to make a payouton a date when the
participant is not eligible for commencement of distribution or to otherwise act in

violation of the Plan, its implementing rules, Section 457 of the Internal Revenue Code

or its regulations. The following rules state the requirements for acceptance and

administration of the alternate payee’s sub-account.

B. Acceptance of A Doinestic Rglations Order. No action to segregate or
otherwise recognize the claim of a participant’s former spouse will be taken unless the
Pian Administrator is served with a certified copy of a court order providing for all of
the following without reference to any» separate document unless the separate document
is attached:

1. The court order must state that it relates to the provision of child support,

alimony, or distr‘ibution of marital property rights to a former spouse.

2. The court order nllustrefer unambiguously to the City’s Deferred
.Cor_n_pehsation Plan.

‘3. The court order must clearly specify the name, mailing address. and
taxpayer identifying‘ number of the participant and the name, mailing

address,‘ and taxpayer identifying number of the alternate payee.

rules7 15
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4. The court order must specify the amount or perceﬁtage (or clearly state the
method or manner in which the amount or percentage is to be determined) of
the participant’s account to be segregated for the separate sub-account of the
alternate payee.

5. The court order must specify the date of segregation if the Participant is not
yet recéiving pavout under the Plan, or, if the participant is currently
receiving payout, the court order must specify the beginning date of transfer
of the Participant’s benefits and the amount or percentage (or clearly state -

the method by which the amount or percentage is to be determined).

. Domestic Relations Orders Proﬁsions Not Acceptable. The Plan

Administrator shall not accept a Domestic Relations Order that provides for any of the
following:

1. The order requires immediate distribution of the assets or distribution on a
date other than a date established by the Participant’s separation from City
service as provided by the Plan.

2. The court order requires the purchase of investments or distribution of
benefits in a form or method other than those provided by the Plan.

3. The court order does not clearly specify the amount or percentage or clearly
describe a method of calculating the amount or percentage to be segregated.

_4._ The court -Order specifies a tax treatment of the benefits (i.e., taxes to be

paid by the alternate payee or the participant.) The order may state that the -

rules7 , 16
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tax _gh_araéterization of the distribution may be determined by Internal
Revenue Service regulations and ruliggs.

5. The court order assigns the benefits to the alternate payee in violation of the
non-assignment provisions of the Plan,

If a domestic relations order contains any of the above provisions, the Plan

Administrator may rreject the order and require the Participant to obtain a new order

cbnforming with these requirements.

| _D;nAlternate Payee Sub-Account. When a domestic relations order has been
accepted by the Plan Administrator, an alternate payee sub-account will be established
in the alternate payee’s name. |

1. The assets will be segregated into a sub-account for the alternate payee. and the

sub-account will be subiect to the same terms and conditions of the Plan except
the aitérnate payee’s distribution commencement date will be estéblished by the
participant’s separation from City service.

2. The alternate payee will be allowed to manage the sub—account, transfer its

assets among the investment options offered by the Plan, and receive a separate

account statement.

3. The alternate payee’s sub-account will be subject to the same administrative

fees, restrictions on investment transfers, and the ordinances and administrative

rules estabiished for the Plan.

4. The alternate payee assumes all risks inherent in participating in the Plan -and its

investment selections.
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The alternate payee will be allowed to designate a beneficiary or beneficiaries
for the sub-account.

The alternate payee may, if eligible under the Plan, receive unforeseeabie'
hardship withdrawals or an in-service distribution.

The alternate payee will be fegp.onsible for keeping the Plan Administrator
informed of changes in address, and the City or its Plan Administrator shall not
be responsible for the failure to receive notices or the alternate payee’s failure
1o timely exercise options under the Plan because of the alterr;ate payee’s failure
10 keep the Plan Administrator informed of address changes.

The alternate payee will be eligible to receive distribution after the separation of
the Participant from City service. Unless the alternate payee ¢xercises the
election to defer distribution as provided by the Pian (see Rule 52(D)19), the
alternate payee shall receive distribution of benefits within the next payment
cycle after the sixty first (61) day following the pérticipant’s permanent
separation from City service, provided the alternate payee has kept the City |
informed of his/her current address and phone number. The alternate payee
may not receive distribution at any earlier time. unless the alternate payee
qualifies for a hardship withdrawal or an in-service distribution. A divorce by
itself without further proof of hardship shall not be considered a emergency
ﬁardship for purposes of an emergency hardship withdrawal.

Upon the permanent separation of the .participant from City service, the

ternate pavee will have sixty (60) davs from the date of written notice of the

i8



- participant’s separaﬁon to defer the distribution commencement date to a future
fixed date.

10. If the alternate payee fails to exercise an election to defer distribution to a fixed
date, th¢ Plan Administrator will have the right £0 distribute the alternate
payee’s benefits in a lump sum to fhe last known address.

11. The City will comply with all apvp_li‘cable tax reporting and withholding
reguire;ﬁents when complying with an order requiring segregation of benefits to
the alternate payee or when making a distribution of benefits to the alternaté
payee pursuant to the provisions of the Plan. The order may result in income
tax imposed on the participant for benefits paid to the alternate payee. The
participant must seek indgpeﬁdent tax advice concerning the tax consequences of

any distribution, as the City will not be responsible for advising either party

regarding the tax consequences of any particular distribution required by an

otherwise acceptable domestic relations order. The City may seek tax advice or

a ruling with regard to the tax characterization of the distribution, égd delay
distribution until a ruling is received.

12, 1f, subseguent to the establishment of a sub-account, the alternate payee
becomes an employee of the City and enrolls in the Deferred Compensation
Plan, the alternate payee’s sub-account must be segregated from the alternate
payee’s new deferred compensation account, as the distribution date of the sub-

account will be established by participant’s separation from City service and a

different tax characterization of the distribution may be required.
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Rule 53. Election of distribution date for separated Participants. If you

have already separated from City service prior to the date the Plan was amended in

1998 and you have not commenced payment of your benefits or previously elected a

beginning date for commencement of your benefits, you will be required to chose a

City. If you fail to respond to the notice or the City cannot locate you, the Plan will

designate the day when you reach age sixty five (65) as your distribution

commencement date. If you have failed to respond to notice or have not received a

niotice pursuant to this rule and you wish to appeal your default distribution
commencement date, you may file an written appeal with the Deferred Compensation

Committee not later than thirty days before your default distribution date, and you

reasonable cause for failing to elect a distribution commencement date as required by
the Plan and this rule. Reasonable cause may include the failure by you to receive or

the City’s failure to send notice, your absence, incapacity, or death, or other

circumstance preventing your (or your beneficiary’s) exercise of the election required

by the Plan and this rule. All decisions of the Commiittee may be appealed to the

Director of Personnel. The decision of the Director is final.
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G. Interpretive Rules

Rule 61. Under-utilization Limitation for Earlier Years. In order to satisfy
IRS §1.45 7—2(1)(2), under-utilization limitations, only the following years may be
counted in calculating the “plan ceiling” fér purposes of the “catch-up” provision in
Section 4.38.204 (Plan Section 2.04):

(a) A participant can apply the yéars of hi; or her City employment on or after
November 1, 1985, while he or she was eligible to participate in thé City Plan;

(b) A participant who transferred to City employment from the State of
Washington may apply the years of his or her State employment on or after
July 1, 19982, while he or she was eligible to participate in the State Plan.

(¢) A participant who transferred to City employment from another
goveMentai agency in the State of Washington may apply the yéars of his or
her employment with that governmental agency on or after January 1, 1979, to
the extent that the governmental agency had an eligible deferred compensation
plan that he or she was eligible to participate in that plan, an(i that its plan had‘

allowed a deferral equal or less than the limits under 26 USC §457, i.e., the

limits under the City Plan.

Rule 63.62. Coordination with Certain Other Deferrals. In accord with

Section 457(c)(2), as to an individual who participates in two or more deferred

rules7 21
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compensation. plans in any taxable years and upon a request from you, the City will take
into account and reduce the maximum amount that you a-participant may defer under the
City Plan in that taxable year by the following amounts:

(a) Any amount excluded from gross income under Section 493 (b) [Annuity
purchased by a Section 501(c)(3) non—pfoﬁt organization or a public school];

(b) Any amount excluded from gross income under Section 402(a)(8)
[contributions of an educational organization, hospital, home health service agency,
heaﬁh and welfare service agency, church or association of churches for employee trust}];

(c) Any amount excluded from gross income under Section 402(h)(1)(B)
[contribﬁtioné made by an employer on behalf of an employee to an individual retirement
plan or individual retirement annuity qualifying as a “simplified employee pension” as
defined in 26 USC §408(k); and |

(d) Any amount with respect to which a deduction is allowed by reason of a
contribution to an organization described in Section 501(c)(18) [a non—discrirhinatory’
pension fund established before June 25, 1959, funded entirely by contributions of

employees].

rules7 » 22
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Anne Fiske Zuniga, Budget Director
Dwight Dively; Director, Executive Services
Paul Schell, Mayor

March §, 1998

The Bonorable Mark Sidran
. City Attorney

City of Seattle

Dear Mr. Sidran:

The Mayor is proposing to the City Council that the enclosed legislation be adopted.

REQUESTING
DEPARTMENT: Executive Services Department
SUBJECT: AN ORDINANCE related to the City’s Deferred Compensation Plan;

providing for the commencement of distribution upon separation from
City service and providing two elections to defer the date for
commencement of distribution; adopting administrative provisions;
amending and clarifying sections of the Plan in response to the 1996
amendments to Section 457 of the Internal Revenue Code; and
adding, amending, repealing and recodifying various sections of
Seattle Municipal Code Chapter 4.38.

Pursuant to the City Council's S.0.P. 100-014, the Executive Department is forwarding this
request for legislation to your office for review and draftmg

After reviewing this request and any necessary redrafting of the enclosed legislation, return the

legisiation to OMP. Any specific questions regardmg the legislation can be dlrected to Elaine
Marklund at 684-8053.

1
P

Sincerely,

Paul Schell
Mayor

by ' ‘

Sy e
ANNE FISKE-ZUNIGA '
Budget Director

h:\admin\legis\lav&lwtrs\mafk}

Enclosure

City Budget Office - 600 Fourth Ave., Room 300, Seattle, Washington 88104
Tel: (206) 684-8080; TDD: (206) 684-8118; Fax: (206) 233-0085
An equai employment opportunity, affimative action employer. Accommodations for people with disabilities provided upon request.
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 ORDINANCE

‘AN ORDINANCE related to the City’s Deferred Compensation Plan; providing for the commencement

\\ of distribution upon separation from City service and providing two elections to defer the date
% for commencement of distribution; adopting administrative provisions; amending and clarifying
“sections of the Plan in response to the 1996 amendments to Section 457 of the Internal Revenue

O@de and adding, amending, repealing and recodifying various sections of Seattle Municipal
Code, Chapter 4.38. .

WHEREAS, améndments to the City’s Deferred Compensation Plan Document to redefine the Plan
ceiling at SMC 4.38.204 and provide for in-service cash out at SMC 4.38.425 are authorized by
1996 amendments to Section 457 of the Internal Revenue Code (“IRC” or “Code™);

WHEREAS, the 1996 ameh@ments to Section 457 of the Code allows the City to create an additional
election for participarit;s to select a payout date (“distribution commencement date™) for benefits;

WHEREAS, adoption of an addmonal election to defer the distribution commencement date also
requires implementation of % an initial election period for participants to defer their

H’\

commencement date; N,
WHEREAS, the adoption of a distributio;f‘:ecmmeneement date upon separation from City service and
the adoption of two election periods “‘ﬁg defer a participant’s distribution commencement date
- preserves the integrity of the City’s plég, avoids adverse tax consequences to participants, and
improves the administration of the Plan;™,
WHEREAS, amending the Plan at SMC 4.38.401((37@5 now allowed by the revised Code (IRC
457(d)(2) and IRC 409(a)(MH(AYBYC)) aﬂOWS‘p\articipants to defer their distribution
commencement date beyond the date currently alk)wed by the Plan (in SMC 4.38.404);

WHEREAS, amending the Plan at SMC 4.38.403 to prov1de a process for selec‘uon of method of
distribution and a default method of distribution would further clarify the Plan document;

WHEREAS, placmg the “normal retirement age” provision (Wthh is now ina separate section, SMC
4.38.402) into the “catch up” section of SMC 4.38.204 would c.lanfy the Plan and assure
consistency with Federal Treasury regulations; . N

A
5,
%
kN
%,

NOW THEREFORE, N
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Section 4.38.010 of the Seattle Municipal Code is amended as follows:
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4

4.38.010 Adoption of Deferred Compensation Plan. yd

The City of Seattle hereby adopts the following deferred compensation plan fogféity officers and

7
F‘Lf

employees (called the "Plan Document"): e

THE CITY OF SEATTLE VOLUNTARY
DEFERRED COMPENSATION PLAN

Plan Overview o V4

,i

If you enrcll in ﬂ’llS Plan, The City of Seattle (called the ”thy") will retain ("defer” paying) a part

of your salary or wages. The ((G&y—mlﬁheﬂ—éepesﬁ—e{—mves%ﬂ&e)) money retained (called the "deferred
amounts") will be deposited or invested in accord with ag;e/ements of the City made from time to time

with a custodian, Plan administrator, insurance compaﬂy, investment underwriter, and/or financial

msﬂtuﬁon 26 U.S.C. § 457(g).] After you Ieave the service of the City, retire or die, the Plan will pay

you, or your beneficiaries, benefits based on thég‘mvested value of the deferred amount. If you change

your employment to another Washington ggﬁﬁernment with an eligible plan, the City may transfer your

amounts to your new employee's Plan. The invested value will be based on the amount deferred, less
administrative fees and expenses, pluse«gam or minus losses from market fluctuations, and, when
applicable deductions for Mthdravi/g‘{‘(”surrender") fees. An earlier withdrawal may only occur if you
suffer an unforeseeable ﬁnanciailéé;lergency or if you are eligible for an in-service cash out as provided

by this Plan. ((-A aid-))Your right to

commence payment of beneﬁts and fhe manner and timing of benefit payments will be governed by the
provisions of this Plan, the;f;temal Revenue Code, its applicable regulations, and the administrative
rules adopted by the Cfty _f{;/hich may be changed from time to time.

o Section 2 Section 4.38.204 of the Seattle Municipal Code is ameﬁded as follows:

4.38.204 Limits on annual deferrals.
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A. You may defer as much under the Plan in any year as Code § 457 allows for an eligible

deferred compensation plan. Unless the "catch-up" provision of Code § 457 applies, the most you may

#

now defer of your compensation for any taxable year prior to January 1, 1998 is theﬁiégser of Seven

Thousand Five Hundred Dollars ($7,500.00) or one-third (1/3) of your "incluq}jagie compensation”, and

for any taxable year beginning on or after January 1, 1998, the lesser of Elgh’t Thousand Doliars

(§8.000.00) or such larger amount as determined periodically by the S%cretal_’yof the Treasury. or one-

third (1/3) of your "includable compensation" (see ((Seeﬁeﬂ—w}gg))SMC 4.38.1005). This amount is

called the "plan ceiling." . ﬁ

B. Under the "catch-up" provision, ((é&éng))fogfygne or more of your last three (3) years before
the year in which you reach ”n_ormél retirement age‘Lé{isee—See—ﬁeM.—S%#@Qﬁ)), you may defer the lesser
of Fifteen Thousand Dollars {$15,000.00), or thejéfilount of the "plan ceiling" for the current year plus
so much of the "plan ceiling” for earlier taxabll_;e:f;fears as you failed to use. Any deferral during the year
you made under another eligible deferred cgfi;pensation plan established under Code § 457 will be
counted in applying these limits. You ma:yf;use the "catch-up" provision only once; you cannot invoke
the higher limits a second time by resettmg your retirement age or returning to City service after you
retire [regs. § 1.457-(£2((te)3)]. |

C. "Normal retirement age";.'%or the purpose of determining the three vear “catch-up” period,
means a retirement age selected b‘yzfﬁyou from the range ch ages ending not later than when you reach
seventy and one-half (70 1/2) and not sooner than the time when you have the right to retire without the
@WWWM&MW
Retirement System. the Law Enforcement Officers' and Fire Fighters' Retirement Sys{er_n_, or the

Washington Public Employees' Retirement System, whichever may be applicable to you; or, if none
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apply. the time you would have been eligible for unreduced retirement benefits had you joined the City / ,

/

e

. ‘;“".
Employees' Retirement System. If you continue to work beyond this age, you may set a later date or

<
age: the later date or age must come not later than the last date for beginning distribution established by

(DY2XYA) and 401 (AX9)c); Regs. § 1.457-2(Hi(4)].

Section 3. Section 4.38.205 of the Seattle Municipal Code is amendg;&fés follows:

4.38.205 Investment selections.

When enrolling, you need to make an investment selection ‘og«-‘»‘éﬁ’elections from among the

investment alternatives offered by the Plan which shall be selectgff by the City. ((Your-selection-will

;)) It is your
responsibility throughout vour participation in this Plan to‘\‘.‘dﬁirect the investment of your deferred
amounts to the Plan’s investment ;)ptions. You may change your investment selection from time to

time. Your investment directions must be given accq;féing to the procedure or form required by the Plan
Administrator and may be subject to reasonablevreﬁiictions imposed by the Plan Administrator as to the
frequency with which you and all other participa;gi{s may/ give investment directigns. The City. its
custodian, Plan Administrator, or any person deemed to be a fiduciary of the Plan shall have no liability

of any kind for any damage, loss, or claim whlch may arise from the participant or the beneficiary’s

- investment direction or the failure of the participant or the beneficiary 10 exercise investment direction.

Section 4. Section 4.38.206 of the Seattle Municipal Code is amended as follows:
4.38.206 Investment transfers.
You may transfer amounts already deferred from one investment ((seleetior))option to another as

authorized by ordinance. A transfer will be based on the current value of the previous investment
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selection, including any gains or less any losses that had already been credited or debited to your account
(see Section 4.38.302) and may involve a fee or charge. j

Section 5. Section 4.38.207 of the Séattle Municipal Code is amended as ;‘d‘ﬁows:

© 4.38.207 Forms and methods.

filea-writtenform:)) An ordinance. administrative rule. or the Plar_j,,f;édministrator will provide for the
manner in which enrollment, deferral changes, and investmentﬁ.s"élections are to be conducted and

immplemented. Your authorization and your investment selg;éﬁon continue in effect for future pay periods

P
&

until you direct otherwise ((

))in the manner established b

ordinance, administrative rule, or by the Plan Admigﬁtrator. CA-orintnec-oradiis et e rter wpt

Section 6. Section 4.38.208 of the Se@ﬁie Municipal Code is amended as follows:

4.38.208 ((Txs Aty
Plan))Investment options and transfers between options.

(

:))The Plan’s investment options

shall include investment alternatives chosen by the City pursuant to the Plan’s investment policy, and-
may include such investment option%‘\f;uch as securities, mutual funds, money market accounts, and
annuities. From timerto time the Cﬁy may change. add to or remove ihvestment options from the Plan,
and the City may employ professifgzlal investment advisors for the purpose of reviewing the investment
options offered through this Pl,an.; If an investment option is removed from the Plan, vour deferred
amounts shall be transferred to s’i:mivlar replacement investment options according to administrative

procedures adopted for their transfer uhless you direct otherwise in the manner established by the City.

Losses may be incurred as a result of a transfer from one investment option to another due to market
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fluctuations, among other reasons. A participant, or after a participant's death, a beneficiary, may

transfer funds between the investment options offered by the Plan. ((seeusities-and-annuities-within-an

must be made in accordance with ordinance. administrative rule. or as Leguiregz"by the Plan

F

Administrator in the manner that securities transactions are conducted uxi;déi‘the rules of the New York
Stock Exchange or the National Association of Securities Dealers, a?cf;ubject to the terms and
conditions for’creditivng ({(sgb))account values in the City's contrgﬁfizvith the Plan Administrator. For
cause, the Plan Administrator may require that transfers be a:};;‘fi;rized in writing in advance.

Section 7. Section 4.38.301 of the Seattle Mummp;i Code is amended as follows:

Article III Administratieii_,e:fjiccounts and Reports

4.38.301 Administration.

To carry out the Plan, the City will depos}iifor invest the deferred amounts and any earnings fr(im
them in a manner authorized by state law and the Washington Constitution. The 'City may in its
discretion assign functions to one or moie Czty officials, establish a committee to make decisions or
exercise powers, contract with a plan adrri iiistrator or custodian to manage day-to-day operations and
keep records, deposit or invest funds w1th an insurance company, an investment underwriter or financial
institution, and delegate any or all dutle; or responsibilities under the Plém (except making the deferral,
itself), to any or all of them. |

~Section 8. Section 4.38.302 Qf the Seattle Municipal Code is amended as follows:

4.38.302 Accounts. |

An account will be kept for éveryone who participates in the Plan. Like all others, your account

will be credited with a sum equal to the amounts deferred from your salary or wages; it will be adjusted
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to reflect the current market performance of ((
your investment selection(s); and your account will be reduced by fees charged to your ag;dﬁﬁt as
authorized by Section 4.38.303 or emergency withdrawals under Section 4.38.407. 'ghéﬁ;tdjustment will
reflect interest, dividends, and other distributions received; gains or losses from market fluctuations;

investment losses; and/or any default by an investment underwriter, each if d when occurring, and, if

applicable, a withdrawal ("surrender™) fee. The current value of your ac unt will determine the amount

of benefits paid under Article I'V.

Section 9. Section 4.38.303 of the Seattle Municipal Codexs amended as follows:

4.38.303 Fees.
The costs of carrying out the Plan will be borne by tﬁ;)se participating through reasonable fees set
by ordinance for administrative, recordkeeping, investmgﬁt and other services performed and for

appropriate expenses incurred. Your deferred amountﬁgi:WiH be subject to fees charged by the

custodian, or the Plan Administrator for the admmigf;ative cost and expenses of the Plan. The

administrative fees charged to the participants mayf include the costs and expenses of services rendered
by a third party administrator, custodian, recordﬁéeper, or services rendered by a professional investment
advisor, accountant, or legal counsel. A fee may take the form of an assessment calculated as a

percentage of the current value of your accoﬁnt, a deduction measured by a payment or transaction,

and/or a fixed charge for a service, among g%;ther reasonable methods.

Section 10. Section 4.38.401 of the Seattle Municipal Code is amended as follows:

- Article IV Benefits

4.38.401 ((Earliestpayment-allowed:)) Timing for distribution of benefits.
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A. FEarliest availability 6f benefits. FExcept for hardship Wihldrawals and in-service

distributions allowed under Seattle Municipal Code Sections 438412 and .414. the payment of your

| 1.457-2(h)]. Your permanent separation

from City service is the earliest of the following eventg? ' your resignation, retirement, the termination of

distribution commencement distribution date og& ou transfer your account to another eligible

overnment 457 plan. vour distribution comg}?‘éncement date under this Plan shall be sixty one (61) da
after the date of your permanent sep_aration.jgnd the actual payment of your benefits shall conﬁmence
within the next monthly pa}n_neﬂt cycle. |

C. Last date to commence distr;{bution of benefits. Your distribution commencement date
shall not be later than the last date for béiginning distribution under this Plan, which shall be April 1st of

the calendar vear following the calendai‘ year in which you reach age 70 1/2, and. if you continue your

service with the City beyond ége 70 1/ 2, vour distribution commencement date shall be no later than




10
11
12
13
14
I5
'16
17

18

194

20

21

22 |

23

24

BN:gh
March 6, 1998

- de7final.doc

April 1st of the calendar year following the calendar yA ear in which you leave City service. [Code = .~

457(d)Wa) and 401(a NBUC). : ;

Section 11. Section 4.38.402 of the Seattle Municipal Code is amended as follo'\y.:s“‘;’f

4.38.402 (Nermal-retirement-age:))Election to defer distribution comn}eif’cement date.

25¢(4+)) The Plan allows two election oerioc}}é for vou to postpone, but not accelerate, vour distribution

commencement date.

commencement date to a ﬁx ed future calenf'd‘ar date which is not later than the last date for beginning
distribution under SMC 4.38.401. Your election to defer the commencement of the benefit p_aymént{s!
must be made in the manner designated by the City and must be received by the City not later than sixty

(60} days after the date of your permanent separation from City service. During this first election period
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otherwise begin. Once vou make yvour second election to_:;f‘:aefer it is irrevocable. Code 457(eX9

Section 12. Section 4.38.403 of the Seattle Mg‘gicipal Code is amended as follows:

4.38.403

A. Flection of method of disti‘ibuﬁon. Your benefits may be paid in a lump sum or in periodic

payments or such other method allowed by administrative rule, the Code, and its implementing

((Benefitseleetions:)) Election qifbeneﬁt distribution method.

//\\

ending sixty (60) days after your separation, you may change vour elected distribution commencentent

regulations. You must elect the method of distribution of benefits in writing no later than thirty (30)

10
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days before your scheduled (your elected distribution date or the default date designated by the qup ).

distribution commencement date. You may not revoke vour election of a method of distribqti‘gn after

beneficiary elects a method of distribution, the period of time and the manner in Whlch the benefits are

distributed is governed by administrative rule. If you (or vour beneficiar

or in such other periods or amounts as may be reguipgd by the minimum payout requirements of the
Internal Revenue Code. If you do nbt electa method of distribution within the required time period and

the current market value of your account is lesg._fihan twenty five thousand dollars ($25,000). the Plan

estate. trust or other entity the distribution of your benefits will b_e governed by administrative rule.

C. Minimum distribution regui;i;ements. If vour benefits are distributed in periodic payments

U.S.C.457(d 1(2) and 401(a}9).] Youf benefit payments must commence no later than the last date for

beginning distribution under SMC 4.38.401. The payment of benefits must be scheduled so that the

amounts do not increase substantially after the first year; at least one (1) payment occurs every year; and
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| most of the payments will go to you over your life expectancy or over the joint life expectancy of ’”yﬁou

and your beneficiary. [Code 401(a)(9)(B).]

Section 13. Section 4.38.404 of the Seattle Municipal Code is repealed:

((4-38:404—Scheduling benefits:))

Section 14. Section 4.38.406 of the Seatﬁe Municipal Code is amended as follows:

4.38.406 Payments to beneficiaries.
If you die before drawing benefits ozr’zrbefore all benefits are paid, benefits shall be paid to your

beneficiary in the manner provided by administrative rule, ((evera-period-of-fifteen{15)-years-or-lessyror

)) [Regs. § 1.457-
2(1)(3)]. Payments must be sufﬁcienﬂy;iiapid to satisfy the requirements of Code § 457(d)(2) and Code §
401(&)(9) [Code § 457(d)(2)]. To quali;y for benefits your beneficiary must survive ten {10) days after
your death. |

Section 15. Section 4.38.407‘jof the Seattle Municipal Code is amended as follows:

4.38.407 Unforeseeable emergency.

12
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Upon application, the City may authorize a payment to you in an amount reasonably needed to

| meet an "unforeseeable emergency.” An "unforeseeable emergency" is a severe financial hardsh@p?té you

resulting from a sudden and unexpected illness or accident to you or a dependent, loss of your property

due to casualty, or other similar extraordinary and unforeseeable circumstances arising'as a result of

events beyond your control. No payment can be made to the extent that your har h1p may be relieved

through reimbursement, compensation by insurance or otherwise; a'‘sale of your assets without causing
’ . 4?)‘

not exceed the lesser of the

severe financial hardship; or suspending your deferrals. The payment

current value of your account (see Section 4.38.302 ) or the amour;ﬁequired to satisfy your emergency

need [Regs. § 1.457-2(h)(4-5)]. Your account will be reduced byan amount equal to any payment made;
and any balance remaining in your account after the payment W111 be paid as benefits in accordance with

Section 4.38.401. Thisis ((theeﬂl-y)) one of two ways m Whlch payment of deferred amounts((——))m_y

be authorized by the City prior to your permanent separatlon from ((which-the- City-may-authorize-while |
you-are-below your retirement-age-in)) active City gg‘rvme. You may also receive an “in-service cash out
election” payment if the conditions of Section 4.3::8;.:425 are satisfied. |

Section 16. Section 4.38.408 of the Sea;éie Municipal Code is amended as follows:

4.38.408 Temporary interruption 'of;service.

Unless you declare and make your depar’{ure from City service permanent or you become
permanently » separated from City service as 'deﬁned by the Plan and/or administrative rule ((Seetion
%S%é—applies)), your account will coniinue to be maintained during the following absences although
vour_ deferrals cease: A layoff of less than one year for lack of work; military service while

reemployment rights are maintained; or an extended authorized leave of absence((;-and-transfer-to-other

i3
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Section 17. A new Section 4.38.420 is added to the Seattle Municipal Code as ’f.o‘ﬁiows:

| : >

4.38.420 Distribution date for separated participants.

A participant who has separated from the City prior to the effective d@fé of Ordinance

[this ordinance] and who has not commenced distribution kg‘f"beneﬁts or previously elected

a distribution commencement date shall elect a distribution commencément date in writing in the time

i

and manner required by the City. If the separated participant doqgf”;hot elect a distribution

five (65). [Treas. Reg. 1.457-2(f)(4).] Those separated pag’ﬁféipants who receive a default distribution

date of age sixty-five (65) may use the second election tg;*{ ostpone the distribution date to a future date

i
o

as permitted by SMC 4.38.402(B).

A separated participant receiving a default c}fé.tribution commencement date under this section

may appeal the designation of a default distributiqﬁ date by submitting a written appeal to the Deferred

commencement date as required by this section and providing evidence that the participant is

permanently separated frbm City service. Théﬁ Deferred Compensation Committee shall allow the
participant to elect a distribution date if the p;),rticipant has stated reasonable cause for failing to elect a
distribution date as required by notice under‘ this section. Reasonable cause may include the failure to
send or receive notice, the absence, death, or incapacity of a participant, or other eircumstance

reventing the participant (or beneficiary) from receiving notice under this section. All decisions of the

14
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Deferred Compensation Committee may bé appealed to the Director of Personnel. The decision of the

Director of Personnel shall be final.

“Section 18. A new Section 4.38.425 is added to the Seattle Municipal Code as;;,:;fé;:ilows:

4.38.425 In Service cash-out election before separation.

You may elect to receive a lump sum “in-service cash out” payment prior to your permanent

A

separation from City service if you meet certain Code requirements whiqh'ginclude the following: no

deferrals have béen made to your account for the previous twenty-foqrﬁﬁ( 24y month period, your account

balance is less than the maximum amount allowed by Section 457of the Code, and you have not

§457(e)(ONA).]

Section 19. Section 4.38.504 of the Seattle Ngi;nicipal Code is amended as follows:

4.38.504 Transfers between government pflans. |

This Plan will accept plan-to-plan transfergss?"‘of deferred _compensaﬁon accounts for employees
who eﬁter City service from aﬁother employer w1th an eligible deferred compensation plan established
under Code § 457. Conversely, if you leave Ci‘éy service to take a position with énother employer with
an eligible deferred compensation plan under Code § 457, the City will automatically transfer your
account to your new employer for deposit in ité plan as long as the receiving plan accepts such transfers
[Regs. § 1.457-2(k)]. If you wish to effect a';plan to plan transfer, vou fnust give notice to the City in
writing no more than sixty (60) days after y‘;bur separation date and identify the state or local government

employer with whom you have accepted enﬁploymen’c.

15
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Section 20. Section 4.38.1005 of the Seattle Municipal Code is amended as follows: - ‘
4.38.1005 Includable compensation.
"Includable compensation" means your compensation from the City xepq_r_;téd to the United States

Internal Revenue Service for federal income tax purposes, reduced by defer;af; under this plan and

payments made on your behalf for retirement system purposes under O;d’{;lance 111992 and 26 U.S.C. §

414(h). and other non-taxable income. It is determined without takmg into account Washington's
community property laws [Code § 457(d)(5); Regs. § 1.457-2(@);€£;].
- Section 21. Section 4.38.1007 of the Seattle MummpalCode is amended as follows:

4.38.1007 Normal retirement age. |

"Normal retirement age." See Section 438((482))_2_0;4@

Section 22. Section 4.38.1010 of the Seattlej\i[unicipal Code is amended as follows:

4.38.1010 Plan administrator.

"Plan administrator”" means a City ofﬁcuﬂ _br office, a custodian appointed by the City to act as
Plan administrator, or an organization that manages the day to day operation of the Plan by providing
such services és the following: Preparing infélmational material, presenting the Plan to City employees,
enrolling participants, processing forms angfkeeping records and accounts, and providing inforxﬁation,
answering questions, and giving advice about the Plan, making reports to participants, coordihating with
investment underwriters, participating inéelecting them, and overseeing their performance, and directing
payment of benefits. This iisting illustratfés the t&pe of tasks performed; a plan administrator may
perform some, all, or other tasks, as deteé’;mined by ordinance.

Section 23.. Section 4.38.1011 of the Seattle Municipal Code is amended as follows:

4.38.1011 Plan ceiling.

16
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"Plan ceiling” is the lesser of Seven Thou.sand Five Hundred Dollars ($7,500.00) andfor any
taxable year beginning on or after January 1, 1998, the lesser of Ei tT dD l} r 8.000.00
such larger amount as determined periodically by- the Secretary of the Treasury D ursuant t0 26 U.S.C.
457(eX(15)) or one-third (1/3) of a participant's "includable compensation.”gSég Section 4.38.204.
Section 24 This ordinance shall take effect and be in force thlrty (30) days from and after its
approval by the Mayor, but if not approved and returned by ‘Ehéﬁ.Mayor within ten (10) days after

presentation, it shall take effect as provided by Municipal Code _§;é:cﬁon 1.04.020.

Passed by the City Council the day of , 1998, and signed by me in open
session in authentication of its passage this day of , 1998.
President _____ of the City Council
Approved by me this day of , 1998.
Mayor
Filed by me this day of 1998,
City Clerk

(Seal)

17
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STATE OF WASHINGTON - KING COUNTY

92523 ~—88.
City of Spattle, ity Clerk No.

ORDIKANCE IR

Affidavit of Publication

The undersigned, on oath states that he is an
authorized representative of The Daily Journal of Commerce, a
daily newspaper, which newspaper is a legal newspaper of general
circulation and it is now and has been for more than six months
prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle,
King Cotinty, Washington, and it is now and during all of said time
was printed in an office maintained at the aforesaid place of
publication of this newspaper. The Daily Journal of Commerce
was on the 12th day of June, 1941, approved as a legal newspaper
by the Superior Court of King County.

Carimmanmsieairnisinte!

5 ; The notice in the exact form annexed, was published in regu}a%
i issues of The Daily Journal of Commerce, which was regularly
: distributed to its subscribers during the below stated period. The
N annexed notice, a
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was published on
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The amount of the fee charged for the oroing publication is

e

fias been paid in fFul.

é”/ N

the sum of $ , whidhf amg

—~

Notary Public for the State of Washington,
residing in Seatile

Affidavit of Publication






