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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

Code; and adding, amending, repealing and recodifying various sections of Seattle Municipal

Code Chapter 4.38.

WHEREAS, amendments to the City's Defer-red Compensation Plan Document to redefine the Plan

ceiling at SMC 4.38.204 and provide for iii-service cash out at SMC 4.3 8.425 are authorized by

1996 amendments to Section 457 of the Internal Revenue Code ("IRC" or "Code");
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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 4.3 8.401 (C) as now allowed by the revised Code (IRC

457(d)(2) and IRC 409(a)(9)(A)(B)(Q) 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:

1
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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
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of your salary or wages. The (( )) money retained (called the "deferred

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

with a cusiodi~_an, Plan administrator, insurance company, investment underwriter, and/or financial

institution. L26 LJ.S.C. ~~~ After you leave the service of the City, retire or die, the Plan will pay

you, 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

administrative 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

bythisPlan. ((A41 ElefefFed ameu*ts will beleiag to the City upAil benefits are paid.))Your right to

Of benefits and the manner and timing -of benefit 12avments.will be governed by the

provisions of this Plan, the Internal Revenue Code. its applicable regulations, and the administrative

rules adQpted by the Cijywhich may be changed from time to time.

Section 2, Section 4.38.204 of th e Seattle Municipal Code is amended as follows:

4.38.204 Limits on annual deferrals.

I
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for my taxable year beginning on or after Janugry 1, 1998, the lesser of Eight Thousand Dollars

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 jannaj~~ 1, 1998 is the lesser of Seven

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

($8,000.00) or such larger amount as determined VeriQdically by the Secretaj:y of the Treasju:y, or one-

third (1/3) of your "includable compensation" (see ((Seetien 10. ))SMC 4.38.1005). This amount is

called the "plan coiling."

B. Under the "catch-up" provision, (("ag))fOr one or more o your last three (3) years before

the year in which you reach "normal retirement age"(( (see See4ien 4.3 8.4 02 ))), 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 during the year

you made under another eligible deferred compensation plan 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. § l.457-(02(((e)(3)))].

C. "Normal retirement age" for the V=ose of determining the three year "catch-up" Deriod.

means a retirement age selected by you from the range of ages ending not later than mLhen~yoijreach

sevoty and one-half (70 1/2) and not sooner than the time when you have the right to retire without the

Ci1y' s consent, and to immediately receive unreduced retirement benefits under the Cit in I es,-Y " Qy~_

Retirement System, the Law Enforcement Officers' and Fire Fighters' Retirement System, or the

Washington Public Employees' Retirement System, whichever may be applicable to you; or, if none

24
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age; the later date or age must come not later than the las t date for beginning distribution established b

SMC 4.38.401, provided you may only use the catch W provision once under this Plan. [Code§L457

apply, the time you would have been eligible for unreduced retirement benefits had you -joined the C_it

"m loyees'Retirement System. If you continue to work b~yond this age, you may set a later date or

(d)(2)(A) and 401 (A)(9)(c); Regs. § 1.457-2(i)(4)1

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 Lhe

investm alternatives ((effeFed-))ghos6n by the City for this Plan. ( Your seleeti
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)) It is your reaponsibili

throughout your participation in this Plan to direct the investment of your deferred amount~ to the Plan's

investment Wtions. You may change your investment selection from time to time. Your investment

directions must be given according to the Di.-occdure or form required by the Plan Administrator and may

h?- sjjj~na_to reasonable restrictions i=osed by the Plan Administrator as to the frequency with whi

you and all other participants may give investment directions. The Ci1y, its custodian, PI

Administrator, or my Derson deemed to be a fiduciary of the Plan shall have no liabili1y of my kind fo

my damage, loss, or claim which may arisLfrom the participant or the beneficiary's investment

direction or the faiLUle of the participant or the beneficiaj~r 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 ((&amp;e~W~~pfionjo another as

authorized by ordinance. A transfer will be based on the current value of the previous investment

2
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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.

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

4.38.207 Forms and methods.

ep,&amp;A, to ehaflge ei: stop a defeffa4, or- to make an investmepA seleetion, you iieed to sign an

file a ;Nq4t4efl feEm,)) 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

i=lei-rtented. Your authorization and your investment selection continue in effect for future pay periods

until you direct otherwise ((by signing and filk+g another- wr-iften fe ))in the manner established by

ordinance, administrative rule, or by the Plan Administrator. ((AR or-dinanee or- administrative as W;I 1

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

4.38.208 ((Tr-ansfeFs within an investment seleeti

Plan))Investment options and transfers between options.

HRES 1))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, mutual funds, money market accounts,

annuities. From time to time the CAy may change, add to or remove investment options from Lhg Plan,

and the City may e=lov professional investment advisors for the 12=ose of reviewing the investment

Qptions offered through this Plan. If an investment option is removed from the Plan, your deferred

amounts shall be transferred to similar re-Dlacement investment options according to administrative

procedures adonted for their transfer unless you direct otherwise in the manner establisligdby he Cit

Losses mav be incurred as a result of a transfer from one investment option to another due to m

24
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fluctuations, among other reasons. A participant, or after a participant's death, a beneficiary, may

y the Plan. ( seeur-ities And Annuitie.transfer funds between the investnimLoptions offered b,

ii+vestmepA seleetion or-a4ly of by eeffiptAer- eeffffmmiealien stibjeet to Nwit4en eenfHq*a4en)) Transfers

must be made in accordance with ordinance, administrative, rule, or as require by the Plan

Administrator in the 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 crediting ((s4b))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 III 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 assign functions to one or more City officials, establish a committee to make decisions or1411
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~an to manage day-to-day operations andexercise powers, contract with a plan administrator or custo,_ch

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 Municipal 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

6
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to reflect the current market performance of ((as if the ElefeFFed ameufAs were 4wested aerear-di-Bg to))

your investment selectionos ;
and your account will be reduced by fees charged to your account as

authorized by Section 4.38.303 or emergency withdrawals under Section 4.38.407. The adjustment 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 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 suhj ect to fees charged by the Cityj~ts

custodian, or the Plan Administrator for the administrative cost and gUenses of the Plan. The

administrative fees charged to the participants may include the costs and expenses of services rendered

by a thirdpajgy administrator, custodian, recordkegpgr, 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 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 IV Benefits

4.38.401 ((EaFliest payment allo )) Timing for distribution of benefits.

23
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and one half (701,4); or- you die. (Seetieii 4.39.408 pfoi4des for- temporary depaftuf es.) ~Mfli Offilh-

~-X.

Fetife from City seFvioeon or- aftef you reach "nofmal r-etir-ement,
- ge" 4.3 8.402 ); you mak

a pefmanent sepan-t4on. froui -C!4v sefvire; the staA of the ealondaf year- in w-hieh yee r-eaeb age sevepA

4 5 7 (e)(9); Rags. § 1. 4 5 7 2(h)].))

A. Earliest availabilily of benefits. Exc=t for hardship withdrawals and in-servic

distributi ons allowed under Seattle Municipal Code Sections 4.3 8.412 and .414, the payment of your

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

ermanent sMaration

from Cijyservice. [Code § 457(d)(1)(A) and (e)(9); Regs. §1 .457-2(h)]. Your permanent soaration

from Cijy service is the earliest of the following events: your resignation, retirement, the termination of

y-our e=lo=ent with the City, or your death.

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

distribiLtion commencement distribution date or you transfer your account to another eligibl

gov mment 457 plan, your distribution commencement date under this Plan shall be sixty one (61) dgys

after the date of your permanent sgparation, and the actual pUment of vour benefits shall commence

within the next monthly pa=ent cy~le.

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

shall not be la_ter than the last date for beginning distribution under this Plan, which shall be A ril I st of~v

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

service with the City bUQnd age 70 1/2, your distribution commencement date shall be no later than
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A ollowing the calendar year in which you leave Ci1y service. LCo-de~pril lst of the calendar year f

457(d)(-a) and 401(la)(9)(B)(C).]

Section 11. Section 4.38.402 of the Seattle Municipal Code is amended as follows:
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%lection to defer distribution commencement date.

eense+A, and beeeme eligible by age, leno of sefviee, ar both to retire and r-eeeive immediate r-etifemen4

benefits without aetwffial ei: similaf r-eduetion beeause ofr-etir-emepA before some later speeified age-,

- f~ you eentinue to work beyend this age, you may set a Wer- da4e or- age; the !at

latef than the ealendar ye~ in whieh you feaeh - ge
-an d e-a e h a4 f

(701/q4 of you lea~ve City sen4ee, w-hieh is later- [Gode §§ 457 (d)(2)(A) a*d 401 A 9 (e); Regs. § i.457

) The Plan allows two election periods for you to 42osMone, but t accelerate, y-our distributio

commencement date.

A. First election period. You (or your beneficiary(ies)) may elect to defer your distribution

commencement date to a fixed future calciidlar (late which is not later than the last date for be nninZi ---g

distribution under SMC 4.38.401. Your election to defer the commencement of the benefit va,=ent

must be made in the manner designated by the Cijy and must be received by the City not later than six1y

(60) dgys after the date of yourpermanent separation from Cily service. During this first eleg

I
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ending si2Lty (60) days after your separation, you may change your elected distribution commencement
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date my number of times. The last election that you make within this sixly (60) dgy election 12eriod will

be considered your first election, and this electi.on may not be revoked unless y-ou choose to exercise

your second election under subsection B. [Reg. 1.457-1 "b.

% Second electipon. After your first six1y (60) day election period has passed, you may have

.one additional election to defer vour d,stijbation commencement date to a fixed future date no later than

the last date for beginning distri bution under SMC 4.38.401(C). You may only ex-ergise t~is secon

election to defer one time, and the second election must be rrfade in the manner designated by the Ci

and must bg received by the City no later than thiLty Q0) days before your benefit payments would

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

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

4.38.403 ((Benefit seleefion&amp;.)) Flection of benefit distribution method.

((A. You may seleet the method of pa)q:ReFA 4-em among akematives made available by

ofdinaaee in the ease of youf of a* eaflief separ-ation ftom C-4 serviee before payi~n

beftefits eeffffneffee5 if you shbu!4 die youf benefieiafy may seleet a death seftleffleRt ameng

altemAves effer-ed before benefits afe paid.

43. You (of youf benefieiafy) may postpone making youf seleetion as leng as youf eheiee4R-made

in the time and mamer- augiefized by efdiReRee and before any benefitsbeeome available. You -may net

e9mmenee [Regs. § 1.457 1]. )

A. Election of method of distribiltion. Your benefits may be 12aid in a III= sum or in periodic

12g=ents or such other method allowed by administrative rule, the Code, and its implemen"n

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

10



10

11

12

13

14

15

16

17

18

9

20

21

22

23

24

BN:gh
March 16,1998

de8final.doc

d_avs before your scheduled (your elected distribution date or the default late designated by the Plan)

dis-tri.hulion -ommenceme_nt date. You may not revoke VOUr election of a method of distribution after

pUments commence, nor can you accelerate your -Dg=ents after your 12a=ents commence. If yQur

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

distributed is govemed by administrative rule. If you (oLy~ur 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 your beneficia do not elect a method o

distribution thirty (30)Aj s before your scheduled distribution commencement date and the current

market value of your account is gqual to or, greater than twoty five thousand dollars ($25,000), the PI

will distribate your benefits in monthly installments over a period of one hundred twmty (120) months

or in suct-t othor periods or amounts as may be required by.the minimumpayout requirements of the

Intemal Reyenue Code. If you Lo not elect a method of distribution within the req-uirQd time period an

the current market value of your account is less than twmty five thousand dollars (S25,000), the Plan

will distribute the total amount of your benefits in one lu= sum pUment. If your beneficiaiy is

estate, trust or other enti1y the distribution of your benefits will be govemed by administrative rule.

C. Minimum distribution r-eq-uirements. If your benefits are distributed in periodic

under this Plan, the amount and timing of such paymeiits shall be govemed by adw
I
nistrative rule and

the minimumdistribution requirements of the Intemal Revenue Code and its applicable regulations. [26

U.S.C. 457(d)(2) and 401(a)(9).] Your benefit ixivaierits must commence no later than the last date f6r

beginning distribution under SMC 4.38.401. The pg,=ent of benefits must be scheduled so that the

amounts do not increase substantially after the first year; at least one (1) pg=ent occurs evM year; an

I I
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most of the payments will go to you over your life Wectancy or over the Joint life expectancy of

and vourbet-termiar-,,. [Code 401(a)(9)(B).

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

--r-1,-A-1-A -v_-W-e- to you ever- youf life e*peetaney Faiist exeee

E)W presepA vaRte of all parne-pAs due [Code § ~

(d)(2), Rags. § 1.4.57 2+1)4)).

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 administrati~,-e rule, ((Ewer a pefied-444eef"1611

17
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if youf beaefieia-ry is you sth-Ovirt- spouse, for- hisAher- life or- any shefter- per-io ) [Regs. § 1.457-

2(i)(3)]. Payments must be sufficiently rapid to satisfy the requirements of Code § 457(d)(2) and Code §

40 1 (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.

2
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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 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 arising as a result of

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

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

and any bahi~, ice remaining in your account after the payment will be paid as benefits in accordance with

Section 4.38,401. This is one of two ways in which payment of deferred amounts((T))ma

be authorized by the Ci1y, 12rior tQ your pernianent sQaration from ((whieh the City Riay aiithefize yA

you ffe belew yatF-, Fet4emePA age in)) active City service. You may also receiv_e a_jri
"in-service cash o

election" 12a=ent if the conditions 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 CAyservice permanent or you become

per,aan-ently separated from Cijy service as defined by the.Plan and/or administrative ral ((Seetian

4.38.406 applies)), your account will continue to be maintained during the f6llowing absences although

de"orrals cease: A layoff of less tbaj
i one year for lack of work; military service while

reemployment rights are maintained; ar an extended authorized leave of absence( ;
a*d tfansfar- to ath

1i
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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 soarated from the City 12rior to the effective date of Ordinance

[this ordinance] and who I-,as not commenced distribution of benefits or previously elected

A distribLition. commencement date sha] I elect a distribution commencement date in writing in the time
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and manner required by the City. If the soarated participant does not elect adistrIfitttion

commencement date as required by the Ci1y, the participant's distribution shall commence at age six

five (65). [Treas. Reg. 1.457-2(f)(Q] Those g~parated participants who receive a default distribution

c tri n to a future dat-Uc sixt~4-fivc (65) may use e semid efe tion to Dos one the dis butio date

as pen-aitted by SMC 4.38.402(B).

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

may V eal the designation of a default distribution date by submitting a written gppeal to the Deferred
zL

-

Comm,Tisation Committee giving a reasonable e I tion why he/she failed to elect a distribiAtion

commence,ment date as required by this sectim and providing- evidence that the partici-oant is

pennanently soarated from City service. T he Deferred Co=ensation Committee shall allow the

participant to elect a distribution date if the participant has stated reasonable cause for failing to elect a

d
1 s -,

ribut lo!i date as required by notice under this section. Reasonable cause may inc, Lid q t4e failure to

send or receive notice, the absence, death, or incapaci1y of a participant, or other circumstance

preventing the participant (or beneficia1y) from receiving notice under this section. All decisions of the

2211

23
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_Deferred Co=ensation Committee may be appealed to the Director of Personnel. The decision of the

D'redor 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 ~ervice cash-out election before separation.

You may elect to r_eceive a Imm iX sum "in-sery ce cash out" 42a=ent prior to your permanent

separation from Citv service if you meet certain Code requirements which include th~ ~follow~in- mo

deferrals have been made to your, accowit for Lhe previous twenty-four (24) month period, your account

halaJicc.,, is Icss than the maximum a_mount afljoNN, edbV Section 457 of the Code, and you have no

previously received an in-service cash oUt (11stri"bution under this Plan. Pa=ent will be made at least

thiLty (30) days after the Cijy receives an(I approves your written request for j2g~anent. Only one m-

service c"Cish out election will be made a~-ailahle to -yoti during your membership in this Plan. [Cod

§457(c)(9)(A).j

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

1
6
.1

1

who enter City service f~om another employer with an eligible deferred compensation plan established

17

18

19

20

21

22

23

24

,ander 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 your

account to your new employer 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 121an to plan transfer, you must give notice to the Cijy i

writing no more than six1y (60) days after your soaration date and identify the state or local governinent

em-010 er with whom you have accgpted emplo=ent.

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 cot-tipensation from the City reported to the United States

10

I I

12

13

14

15

16

17

I

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 It 1992 and 26 U. S.C, §

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

community property laws [Code § 457(d)(5); Regs. § 1.457-2(e)(2)].

Section 21. Section 4.38.1007 of the Seattle Municipal Code is amended as follows:

4.38.1007 Normal retirement age.

"Normal retirement age." See Section 4.38#402))2DA(C

Section22. 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 Cijy to act as

Plai-i adi-ninistrator, or an organization that Tnanages the day to day operation of the Plan by providing

suet, services as the following: Preparing informational material, presenting the Plan to City employees,

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

payniejit 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 Thousand Five Hundred Dollars ($7,500.00) and for

taxable year beginning on or after januaj:y 1, 1998, the lesser, of Eight Thousand Dollars ($8,000.00) (o

sLich larger amount as determined periodically by the Secretuy of the Treasw:y 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.

8 Passed by the City Council the 6 day of

session in authentication of its passage this

Approved by me this &amp;' dayof

15

16

17

18

19

20

21

2211

23

I'll

Filed by me this
.

I ~~ day of

(Seal)

day of

~
1998, and signed by me in open

~

1998.
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City of Seattle

Pla-al Schell, Ylayor,

Executivq Services Department

Dwight D. Dively, Director

March 2, 1998

TO: Honorable Sue Donaldson, President

Seattle City Council

Via: Elaine Marklund

City Budget Qffice

FROM:-
Sarah Welch

Executive Services Department Personnel Director

Dwight-M'ely, DirecfG-r

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 Comniittee briefing on

this legislation.

Personnel Division, Dexter Horton Building, 7110 Second Avenue, 12th Floor, Seattle,'XA 98104-1793

Tel: (2061684-7664, TDD: (206) 684-7888, Fax: (206) 684-4157, http:/www.ci.seattle.wa.uS

An equal employment op ortunity, affirmative action employer. Accomniodations for people, with disabilities provided upon request.
I
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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)(9)(B)).

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.)

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

701/2 or, if the participant works beyond age 701/2, 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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March 2, 1998

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, legal 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 minimumdistribution 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 quesdons, regarding the attached legislation,

please call Claudia Gross in the Benefits &amp; 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
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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--Or4inaRc-e--9454-7. 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 61-62-3) interpret and apply particular language 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 Revenue Service rules directly on

the issue, the Plan Administrator or a City official may follow that decision rather than

the guidance of Rules 61-62-3.

"You" means the participant in the City's Deferred Compensation Plan.

A. Enrollment

Rule 1. Enrollment ((FoFms and))Services. ( Defer-fed Gampensation

16766, Cohimbus, 014 43216

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

Pkw Administrator can be contacted for detailed information.

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

you =on ((bofe~)) enrollment. ((To 1@t you study the Plan and tbink it ove-F)) After

rules7
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enrolling, you may ((within t4ee (3) days aftef ffliiig youE epAollmeRt for- ) withdraw

((4)) from the Plan 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 Director may

decline to accept "year-end" increases in deferrals, 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 ((seetffitias invest-ments wiglin -afl.

mvestmei#-seleetien afally of by compatef the Plan's investme

options by ~peaking with a Plan Administrator rgpresentative in a recorded conversation

or via the Plan Administrator's automated voice reaponse syste 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

Association of Securities Dealers and subject to the terms and conditions for crediting

participant account values in the City's contract with the Plan Administrator ((PEBSCO

authorized by Or-d4mnee 115914)). 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 Metropolit

((Feder-a4)) Credit Union of Seattle may require a written authorization.

B. Deferrals

rules7
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Rule 11. "Includable Compensation." To calculate your "includable compensation7

for determining how much of your compensation that you can defer, the City will use

wage and salary reporting forins 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, eg., retirement contributions, defgrred co=ensa_tion deductions, afflotfilts((,))

e defeFfed tHider- this p! workers' co=ensation payments; and dependent care

assistance 121an reimbursements.

Vaeatien and siek leave; a*d "eashauV' pajq:RefAs if you do iiet use youf vaeation or- sie

Unifean, too!, mea4 and housing a4lewaftee2,-

Baok Pay oo a r-einstEAemeat; a*4

Per- them and imputed ineeme for- use of City vehieles of

Your salary wage will first be considered "includable compensation" when it has

been reported to the United States. In cases of doubt, the City Executive Services

DQ2artment Director's Fiea-Hee Dir-eeter-'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 annuity contracts purchased by S ection 5 0 1 (c)(3) organizations or

public schools); Section 105(d) (relating to wage continuation plans); and/or Section 911

(relating to citizens or residents of the United States 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
~ 1994 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 limiLujay

be adjusted periodically by the Secretary of the Treasury.

Rule 14. Ranking of Payroll Deductions. Mandatory payroll deductions take

precedence over deferrals. federal incortie tax withholdings; social security, workers'

compensation, and unemployment taxes; retirement system contributions; and when

applicable, union dues and gamishments. The following payroll deductions are presumed

to be senior unless your payroll officer indicates otherwise: contributions to ((L44W

Way a*d othe ) charities, payment for U.S. Savings Bond programs, and payments to the

Seattle Metropolitan ((F,--~)) 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 text succeeding payroll rather, than revise

and correct the affected payroll warrant.

C. Designation of Beneficiaries

Rule 21. Making a Designation. 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 beneficiary 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

rules7
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your beneficiary(ies) are current and inforin 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 written consent for you to designate anyone other than your spouse as your

primary beneficiary(ies). You may change a designation of your spouse as your

beneficiary only with his or her written consent. (However, you may designate a trust

ftmd already established f6r 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 equally 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. You 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 institution 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

-S-e-zLic-es ((Fiftanee)) Director in writing.

rules7 5
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E. Payment of Benefits

Rule 41. Proof May Be Needed. In order to receive benefits under the Plan, you

or your benefici
-

may need to present proof of age, identity, ((Of)) 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) survives you for

ten or more days, the City will delay making payment to a beneficiary until at least six1y-

one (6D 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 making inquiry about the trust or for the trustee's

performance. If you fail to make a designation ((of)) af beneficiary or none of your

beneficiaries survive 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

sgparation from service, your accumulated deferrals (your "benefits") shall be 12aid to

you in one or more installments as selected by you Dursuant to Rule 48 and 49. The value

of your benefits will based on their current market value at the time of the transfer les

my administrative fees or expenses due to the Plan.

rules7 6
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Rule 46. Distribution in the event of death of -partici-pant. Should you die at

any time, whether before or after sgparation from service, your benefits shall be paid to

your beneficia1y or beneficiaries designated by you pursuant to Rules 21 through 24.

Your benefits shall be paid out as provided in Rule 45 through 49. If no beneficiaU is

or if the designated be ef gdesignated as providged in the Plan n ici ry does not survive yo

by a period of ten days. then a lu= sum shall be paid, in accordance with Rule 49(C) to

your estate.

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

beneficiary survives you by ten days and becomes entitled to receive benefits, benefits

shall become pgyable to the beneficiaZy's estate pursuant to Rule 49(C) on the second

month following the beneficigj~f's death, urAess benefits are being paid in the form of an

annui1y, in which case the disposition of the remaining amount shall be determined by th

annuity-~Irac~l.

Rule 48. Elections regarding distribution. You (or if you die, each of yQur

beneficiaj3~Cies) 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 (your "method of distribution ") in the following manner.

(A) Election regarding time of Mment ("distribution commencement

date"). You must elect your distribution commencement date not later than the sixtieth

(60) day after your sgparation from Cijy service (or if your beneficiary makes the

rules7 7
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election, within 60 days after your deaUh .
Your first election of a distribution

commencement date may not be revoked after the sixtieth (60) day after your sgparation,

however, you mgy further posipone your elected distribution date after the first electio

period by exe-r an thi -ty
0 s before vour..gising your second election not later th L -QOI d

12Uments would otherwise begin.

Your first election of a distribution commencement date must be made in the

following manner:

(a) By you not later than six1y (60) days after your sgparation from service

from the Ci1y. Your election must be filed with the City's Executive Services

Dgpartment,, Benefits Unit, o_n fonns pro-,, ided for that 12=ose. You m

change your distribution commencement date my number of times during the

first election period ~nding sixiy days after your 12ennanent sWaration date,

however, the last election on file on the 60th day after your sgparation will be

your first irrevocable c'.ect,,~d,~~.stributionconimencement date. Pa3mentm

begin within the next pUment cycle after the sixty first (61 st) day after yo

12en-nanent sMarat-ion, and 12Ument must begin within the time prescribed b

Rule 49;

(b) By your beneficiary (other than an organization, estate or trust, and if

you have not commenced distribution) not later than six1y (60) days after your

death. Your beneficiaa's election must be filed with the Plan Administrator

on formsprovided for that 12=ose. Pg,=ent may begin within the next

rules7
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pg~mcnt cycle after the six1y first (6 1) dgy after your death, and MYMent must

begin within the time prescribed b Rule 49;y 5

A second election to 12osMone your first elected distribution commencement date

may be made by you (or y-our benefigiary) after the period for exercisin-9 your first

election. This second election must be made by you (or your beneficiary) no

later than thiLty (30) days before your benefit pUm its would otherwise begin.

Only one such 12osMonement is allowed, and once the second election is made. i

is irrevocable. (You cannot change it to an egrlier or a later date).

.W.KLectiQjn ard thQd of payment ("method of distribution' Yo

(or your beneficiaLy) Upon making an election regarding the distribution commencement

4

date, may also elect the period over which pg3~cnts will be made ("the method of

distribution"). The method o_f distribution election may be made either at the time you o

vour beneficiarv elect a distribution commencement date or at my time not later than

thiny (30) days prior to the date that payout will begin. Qnce having made this electio

of method, you (or your beneficigz~, other than gn_ organization, estate, or trustj may

change the method of distribution not later than thigy days prior to the distribution

commencement date. Your beneficiaI3~ may also make this election after your de

where you were already receiving l2a3ments, but, as provided in Rule 42 (C),.Yo

beneficigy must receive distribution at least as jap:idl as it was beina distributed to ou.

Your beneficiaQ~ must make an election of distribution method not later than sixjy- days

after your death, and if no election is made the Plan mgy begin distribution as provided i

rules'7
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subsection (D) of this section. Provided, if you were receiving payout in the fonn of an

annuity contract, then the successor's right shall be limited by the tenns of that contract.

(C) How elections are made. You or your bencficiaj3~ will make elections

allowed under this section by co=leting and filing applicable pa~ment request fonns

with the Executive Services DMartment. Bei,,cfits Unit.

(D) Consequences in absence of a timely election regarding time of payment.

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

witbin the next pa~ment cycle after -the sigy-first day after your sgparation, and

distribution will be made in a lu= sum if -current market value of your benefits as of th

end of the election period are les.s than twenty-five thousand dollars, or if the curr

markQt 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:

As may be necessai:y mder the minimumpayout requirements of Section 457

(d)(.2)(B)(i)(1) d the Intemal Revenue Code (requiring amounts to be paid not

later than as detennined under Section 401 (a)(9)(G) of the Intemal Revenue

Code)-,-or

As may be necessary under Section 457 (d)(2)(B)(i)(11) of the Intemal Revenue

Code (requiring amounts not distribnted to you during your life to be distributed

at least as =idlv as thgy were being distributed as of the date of your deatb).

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

the Cily's deferred plan to another eligible govemment 457plan will be made by the

-City, provided the receiving plan will accot the transfer and you notify the Cijynot later

than thidy (30) days before )mur benq t pg~ments would otherwise begin and provide the

rules7 10
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name of the 457 plan or other infonnation to enable the!Lity to arrange a transfer. The

Internal Revenue Code does not allow transfer or tollover of your 457 plan assets to a

401(k) or other non-457121an established under the Code. Transfers to other 457 plans

are not allowed if distribution has beg_un under this Plan.

(E) Consequences in absence of a timely election regarding method of

payment. In the absence of a timely election. regarding the period of time over whic

p n.qy -,ent will be made, j2a,-~me-ntiyj, I L-h~~ aijide nner described in subsegetion.in the ma

of this section.

(G) Payment to an organization, estate, or trust. AnY amount Dayable to an

organization, estate, ar t-rust shall be paid in a 1ILm p sum as prescribed in Rule 49

(C)(1)(al.

Rule 49 Distribution of deferrals (benefits).

(A) General rule. Assuming a timely election is allowed and has been made

Dursuant to Rule 48. Davmcnt -will be made in at least annual, substantially non-increasing

arpownts. Payments are alsa su -)~c~ct ,
itations in subsections fB) thrau fil -Ia the lim -Zh-(E

this section.

(B) Distribution to participant. You must either receive a lum sum ent~P 129YM

under (L3)(1) or periodic payments under (BX2

(1) Lump sum. You must receive your entire interest prior to the latest of-

A ollowing the calendar 3~ear in which you attain ag~pril 1 st in the year f(a

seventy and one half or

rules7
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~Pril I st in the year following the calendar year in which yog5.gparatq~b) A

from service with the Cijy, if your sWaration occurs after 70 1/2;

(2) Periodic payments. You must begin receiving your interest not later than th

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

either:

Ua -)Lour lif

Your life and a be-neficiaj-z~ designated by you:

Ue Your life expectancy; or

Your life expectancy and a designated bcnefidgr3L

Pa=ent must be sufficjgajj~L~d to satisfy the requirements of Section 457

(d)(2)(B)(i)(1) and Section 401 (a)(9)(Q) of the Intemal Revenue Code. Provided, that i

provision is made for the payment of a portion of the benefits to a beneficiaj3~, the amo

payable to you actuarially must exceed Lwo-thirds of the maximum amount payable to

you had no provision been m ade for jn,=ents to the beneficiaj~y (determined as of the

commencement of the distribution or as detennined bv use of tables issued by, th

SecretaZ~ of the Treasury).

Once 12a=ents to you begin, you may accelerate the 124~Ment schedule only in

the event of an unforeseeable emergency (and sub-ject to the provisions of the Plan or

these rules regarding such emergencies).

(C) Distribution to beneficiaries. W~en distribution begins prior to your death,

then j2a~Lout must be made at least as rapidly as it was being made to you. When

bencflciaj~y is an organization, estate or trust, then payment will be payable in a 1= snm
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in the next monthly pa3ment cycle after the 61 st day following your death. [IRC

41 O(a

aWhen distribution does not begin prior to your death, and is to be made:

~a~ To an organization, estate or trust, thenpayment will be payable in

lump sum within the next monthl irs,y 12Ument cycle after the sixty f

day following your death-

s~jr ji~y_ ou other than your survivingJ~~ To a living beneficiary de

apouse, and, if your beneficiary elects within 60 dgys of your death,

not to begin pa=ents within one year of your death, then j2a~ne

must be made within five years of your death;

~c To a living beneficiary designated by you other than your smhving

spouse, and, if your beneficia~y elects within 60 dgys ofyour death to

beei~n pa3ments witbi n one yk-ar of your death, then pa~ment must be

made within fifteen years of yonr death-,

CaTo your surviving apouse, whiAher as designated beneficiaj:y, oLby

default,then a -niont must begin l2rior to April lst in the year after the

end of the calendar year in which you would have attained age se

and one-half or, if
y-o-ur separation date occurs after 70 1/2,12rior to

A he year after the end of the calend&amp;r year in which yopril I st in L

sgparated from servic.e and pa=ent may be made over the lifetime of

your surviving spouse.

2) If your surviving spouse dies, then payment will be made to his/her benefici

over a period not longer than !I i c I i fe expectancy of your surviving apouse.

rules7 13
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(D) Computation of life expectancies. For p=oses of this section, life

expectancies will be co=uted by use of the e2Wected return multiples in Treas

DWartment Regulation 1.72-9 or, if distribution is to be effected through a contract

issued by an insurance co=any, by use of the mortality tables of such co=my. Wher

12Ument is being made over theJoint lives of y-ou and your surviving apouse, the life

e2~pectancy of you and your surviving Wouse may be recalculated annu I~L

(E) Notwithstanding myLhing in this plan to the contraj:y, distributions from the

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

(d)(2) of the Internal Revenue Code, and in mmpliance with Treasq1:Y Departing

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 investment selections, or your

.selection for phased payment of benefits, you must expressly authorize your agent to

make those decisions for you. A general 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 Domestic Relations Orders.
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.A. Segregation of Assets for Alternate Pa3Le-es. The Plan will establish a sub-

account for the former spouse of a 12articip nt (hereafter "an alternate payee" acco-unt
- -

a

Uon 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 orde

must not reouire the Plan Administrator to make a Dayout on a date when the

participant is not eligible for commencement of distribution or to otherwise act in

violation of Lhe Plan. its i=lg~~tin~ rules, Section 457 of the Internal Revenue Cod

or its regulations. The following rules state the requirements for acc=tance an

administration of the alternate payee's sub-account.

B. Acceptance of A Domestic Relations Order. No action to segregate o

otherwise recognize the claim of a participant's former spouse will be taken unless the

Plan Administrator is served with a certified copy of a court order providin..2 for all of

Lh-e following without reference to any separate docurrient unless the sepa-rat.c-document

is attached:

1. The court order must state that it relates to the, proyision of child s=pgrt

alimony, or distribution of marital properly rights to a former apouse.

2. The court order must refer unambiguously to the Cijy's Deferred

Co=ensation Plan.

,3. The court order must clearly specify th_e naMe_. mailing address, and

tMayer identifying number of theparticipant and the name, mail

address, and taxpayer identifying number of the alternate payee.
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4. The court order must specify the amount or percentage (or clearly state the

method or manner in which the amount or percentage is to be determined) o

Lh-e participant's account to be segregated for the separate sub-account of the

alternate pgyee.

5. The court order must specify the date of segregation if the Particil2ant is no

yet receiving payout under the Plan, or, if the participant is currenfly

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 determiLnedL

C. Domestic Relations Orders Prpovisions Not Acceptable. The Plan

Administrator shall not accMt a Domestic Relations Order that provides for any of the

f-ollowiw.

1. The order requires immediate distf lbution of the assets or distribution on a

date other than a date established by the PaTticipant's soaration from City

service as provided by the Plan.

2. The court_ order requires the purchase of investments or distr~l-bution -o

beliefi-ts-in a form or metbod other than those provided by the Plan.

3. The court order does not cleaxly specify the amount or percentage or clearly

describe a method of calculating the amount or percentagelo be segregated.

4. The court order specifies a tax treatment of the benefits (i.e., taxes to be

l2aid by the altemate payee or the participant.) The order may state Lhat the
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tax characterization of the distribution may be determined by Internal

Revenue Service regiflations and rulings.

5. The court order assigns the benefits to the alternate 12ayee in violation of the

non-assignMent provisions of the Plan.

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

Administrator mav reiect the order and require the Participant to obtain a new order

conforming with these requirements.

A Alternate Payee Sub-Account. When a domestic relations order has been

accepted by the Plan Administrator, an alternate 124yee sub-account will be established

in the alternate payee's name.

1. The assets will be segregated into a sub-account for the alternate 42Uee, and the

sjLb-accoLint will be sub e same erms and conditions, L)f the Plan exco-ject to_ th L_

the alternate payee's distribution commencement date will be established by th

participant's separation from City service.

2. The alternate payee will be a'lowed to manage the sub-account, transfer its

assets among the investment Qptions offered by the Plan, and receive a sel2ar

accQunt statement.

3. The alternate payee's sub-account will be sub-ject to the same administrative

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

rules established for the Plan.

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

investment selections.

rules7 17

2/20/98



5. The altemate payee will be allowed to designate a beneficiu-y or beneficiaries

for the, sub-account.

6. The alternate 12ayee may, if eligible under the Plan, receive unforeseeable

hardshin withdrawals or ar, in-service distribution.

7. The alternate payee will bgje~p(jnsibje for keeping the- Plan Administrato

informed _of _changes in address, and the C~1~, or its Plan Administrator shall not

be responsible for the failure to receive notices or the alternate payee's failure

.jo timely exercise Qptions -tindei- the Plan because of the alternate payee's failure

jo keen the Plan Administrator informed of address changes.

8. The alternate l2ayee will be cligihle to receive distribution after the soaration o

.the Participant from C4 service. Unless th e alternate 124yee exercises thg~

election to defer distributior as provided by the Plan (see Rule 52(D)(9). the

alternate pUee shall receive distribution of benefits within thQ next payme

day following the participant's Permgycle after the sjxj:~-Eiic~j

.separation from C4 service, provided the alternate payee has kept the City

informed of hislher current address and phone number. The alternate payee

may not receive distribution at my earlier time, unless the alternate payee

,qualifies for a hardship 3yithdragwal or an in-service distribution. A divorce by

itself without further proof of hardship shall not be considered a emergency

hardship for pur-poses of an emergrengy hardship withdrawal.

9. UDon the nermanent smaration of the,partidpant from City service, th

alternate 12ayee will have sixty (6Q) days from the date of written notice of the
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participant's separation to defer the distribution commencement date to a future

fixed date.

10. If the aLternate Mee fails to exercise an election to defer distribution to a fixg~d

,date, the Plan Administrator will have the right to distribute the alternate

.payee's benefits in a lu= sum to the last known address.

It. The City will co=ly with, all applicable tax rMorting and withholdj

requirements when complying with an order requiring segregation of benefits to

,the alternate p-ayee or when making a distribution of benefits to the alternate

payee pursuant to the provisions of the Plan. The order may res.ult in income

tax i=osed on the participant for benefits l2aid to the alternate payee. The

participant must seek indMendent tax advice concerning the tax consequences o

any distribution, as the C4 will not be responsible for advising either 129AY

regarding the tax consequences of my particular distribution required by an

otherwise accgptable domestic relations order. The Ci1y may seek tax ad-vice or

a ruling with regard to the tax characterization of the distribution, and delay

distribution until a ruling is received.

12. If, subsequent to the establishment of a sub-account, the alternate 124Ye

becomes an =Ioyee of th-e Cijy and, __p-enrolls in thge _Deferred Cqm ensatio

Plan, the alternate Davee's sub-account must be segregated from the alternate

payee's new deferred c=ensation 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 mav be required.
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Rule 53. Election of distribLition date for separated Participants. !Lyo-u

have alreadv smarated from City service prior to the date the Plan was amended in

1998 and you have not ~~,ommenced 2a~ jnQtjt- of your benefits or 12reviously elected

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

dist-rLbu-tion c-ommencement date within sixty (6Q) days of a notice sent to you from the

C4. If you fail to respond to the notice or the City cannot locate you, the Plan will

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

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

Mtice pursuant to this rule and you wish to =eal your default distribution

commencement date, you may file an written =eal with the Deferred Compensation

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

show-evidence that you have permanently -sQar-ated from C4 service and state

reasonable cause for failing to elect a distribution commencement date as required by

the Man and this rule. Reasonable cause may include the failure by you to receivc o,
............

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

by the Plan and this rule. All decisions of the Comniittee may be =ealed 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(f)(2), under-utilization limitations, only the following years may be

counted in calculating the "plan ceiling" for purposes of the "catch-up" provision in

Section 4.38.204 (Plan Section 2.04):

(a) A participant can apply the years of his or her City employment on or after

November 1, 1985, while he or she was eligible to participate in the 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.

(c) A participant who transferred to City employment from another

governmental agency in the State of Washington may apply the years ofhis 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, and 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.

Faents of Seetions 45:7(d)(2)(B)(i) a+id 40114VOV0- of the h4ema4 Revenue Code.

Rule 6-3.0. Coordination with Certain Other Deferrals. In accord with

Section 457(c)(2), as to an individual who participates in two or more deferred
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compensation plans in any taxable year3 and gpon a request from Y"u the City will take

into account and reduce the maximum amount that yQu ajmf4eipaPA 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-profit 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,

health 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)

[contributions 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)(1 8) [a non-discriminatory

pension fund established before June 25, 1959, funded entirely by contributions of

employees].
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Anne Fiske Zuniga, Budget Director

Dwight Dively, Director, Executive Services

Paul Sc~tefl,

March 5, 1998

The Honorable 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
DEPART,MENT: Executive Services Department

SUBJECT: AN ORDINANCE related to the City's Deferred Compensation Plan;

providing for the comnienceni.ent of distribution upon separation from

City ser-,,,Ice and providing two elections to defer the date for

commencernent of distribution, adopting administrative provisions;

amen-d;-- and clarifying, sections of the Plan in response to the 1996
zn

amendments Section 457 of the Internal Revenue Code; and

adding, ameiiding, repealing and recodifying various sections of

Seatt le M un ic i

pa 1~ Code Chapter 4.3 8.

Pursuant to the City Council's S.O.P. 100-0 14, the Executive Department is forwarding this

request for legislation to your office for review and draftin'g.

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

leglsJation to OMP. Anyspecific questions regarding the legislation can be directed to Elaine

Mork':und at 684-8053.

Sincerely,

Paul Schell

Mayor

by

ANNE FISKE-ZUNIGA
Budget Director

h:\admjn\jegis\jawlwtrs~mark1

Enclosure

City Budget Office - 600 Fourth Ave., Room 300, Seattle, Washington 98104

Tel: (206) 684-8080; TOO: (206) 684-8118; Fax: (206) 233-0085

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.
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ORDINANCE
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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

-,~ections of the Plan in response to the 1996 amendments to Section 457 of the Internal Revenue

Oo&amp;- -and. adding, amending, repealing and recodifying various sections of Seattle Municipal

Code.lChapter 4.38.

WHEREAS, ar~'6ndments to the City's Deferred Compensation Plan Document to redefine the Plan

ceiling at SW 4.38.204 and provide for in-service cash out at SMC 4.38.425 are authorized by

1996 amendm6qts to Section 457 of the Internal Revenue Code ("IRC" or "Code");

WHEREAS, the 1996 ameNments to Section 457 of the Code allows the City to create an additional

election for participarits to select a payout date ("distribution commencement date") for benefits;

WHEREAS, adoption of an additional election to defer the distribution commencement date also

rc(.,,,-.'
iires implementation dki initial election period for participants to defer their

ccrnmencernent date;

WHEREAS, the adoption of a distributioj~-,,,.ommencement date upon separation from City service and

the adoption of two election periods 1p 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;1`11'.,

I

WHEREAS, amending the Plan at SMC 4.3 8.401 (C)~,as now allowed by the revised Code (IRC

457(d)(2) and IRC 409(a)(9)(A)(B)(Q allowsparticipants to defer their distribution

commencement date beyond the date currently aftQwed by the Plan (in SMC 4.3 8.404);

WHEREAS, amending the Plan at SMC 4.38.403 to provide"a, process for selection of method of

distribulion and a default method of distribution would further clarify the Plan document;
7'

WHEREAS, placing the "normal retirement age" provision (which~
is"now

in a separate section, SMC
4.3 8.402) into the "catch up" section of SMC 4.3 8.204

wouldelarify the Plan and assure

consistency with Federal Treasury -Fega-dations;

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 1`6~,eity officers and

employees (called the "Plan Document"):

THE CITY OF"SEATTLE VOLUNTARY
DEFERRED COMPENSATION PLAN

Plan Overview

10

I I

12

113

14

15

16

17

18

19

20

21

22

23

y

If you enroll in this Plan, The City of Seattle (called the "Q6y") will retain ("defer" paying) a part

of your salary or wages. The ((Gity ~A411 then deposit or-iffwe- money retained (called the "deferred

7
amounts") will be deposited or invested in accord with

aq&amp;ments
of the City made from time to time

with a custodian, Plan administrator, insurance compal-4y, investment underwriter, and/or financial

11

J

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

you, or your beneficiaries, benefits. based on th, c i tivested value of the deferred amount. If you change

your employment to another Washington gqv`~ernment with an eligible plan, the City may transfer your
,il

amounts to your new employee's Plan. T141 invested value will be based on the amount deferred, less

administrative fees and expenses, plu~ain or minus losses from market fluctuations, and, when

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

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

by this Plan. (( All deferred aiyioupAs will belong to the City ufAil benefits are paid.))Your right to

commence payment of benefifs 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 admini5trative

rules adopted by the Cijy which may be changed from time to time.

Section 2. Section 4.38.204 of the 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

10

I I

12

13

14

15

16

17

18

19

20

21

22

23

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 Ic'sser of Seven

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

for any taxable year beginning on or after January 1, 1998, the lesser of E-I"g"ht Thousand Dollars

($8,000.00) or such larger amount as determined periodically by theSecretary of the Treasury, or one-
41

jh" (1/3) of your "includable compensation" (see (ISeetion 10. Y)SMC.A.3.9.1005). This amount is

called the "plan ceiling."

B. Under the "catch-up" provision, ((4ufing))f6r.A6ne or more of your last three (3) years before

the year in which you reach "normal retirement age"K (see Seetion 4.38.402 ))), you may defer the lesserQ

of Fifteen Thousand Dollars ($15,000.00), or the,,,-,mount of the t1plan ceiling" for the current year plus

so much of the "plan ceiling" for earlier taxablp years as you failed to use, Any deferral during the year

I

you made under another eligible deferred compensation plan 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. § l.457-W2(((e"))1-

C. "Normal retirement age"for the purpose of determining the three year "catch-gp" periQd,

means a retirement age selected b3L you from the range of ages ending not later than when you reac

seventy and one-half (70 1/2) and not sooner than the time when you have the right to retire without the

City' s consent, and to immediately receive unreduced retirement benefits under the CijyEmployees'

Retirement System, the Law Enforcement Officers' and Fire Fighters' Retirement System, or the

Washinaton Public EmDlovees' Retirement Svstem. whichever may be aD-Dlicable to vou. or, if none
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apply, the time you would have been eligible for unreduced retirement benefits had vou -joined the
Cil-

Employees' Retirement System. If you continue to work beyond this age, you mu set a later ate'

agQ; the later date or age must come not lafer than the last date for beginning distribution est lishedb~r

SMC 4.38.403, provided you may oWN, use the catchup provision once under this Plan' [Code§§A57

(d)(2)(A) and 401 (A)(9)(c); cgs. §.1.457-2(i)(4)].

Section 3. Section 4.38.205 of the Seattle Municipal Code is amended as follows:

4.38.205 Investment selections.

9

10

11 ~

12

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

investme alternatives offered by the Plan which shall be selecte, by the City. ((Yettr seleetion will

as mindexto-nwaswe the etffrentva4ue of your-ac4:~~iwi-tsee Seetion 4.38.302).)) Itisyo

~,onsibility throughout your participation in this Plan to direct the investment of your deferred

amounts to the Plan's investmoilt OlAions. You may chtage your investment selection from time to

i13 11
time. Your investment directions must be given accoj~ding to the procedure or form required by the Plan

14

15

16

17

18

19

20

21

22

23

Administrator and may be sub-ject to reasonable restuictions imosed by.the Plan Administrator as to the

frequency with which you and all other partici -1,arits mav aive investment directions. The Ci1y, its

custodian, Plan Administrator, or jLny person &amp;emed to be a fiduciary of the Plan shall have no liabil

of Oy kind for my damage, loss, or claim which may arise from the participant or the beneficiary's

investment direction or the failure of the 12art
i civant or the beneficiM 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))!~j~ion 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.

Section 5. Section 4.38.207 of the Seattle Municipal Code is amended as f6flows:

4.38.207 Forms and methods.

5

manner in which enrollment, deferral changes, and investment ~;elections are to be conducted and

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

)) An ordinance, administrative rule, or the Plaii Administrator will provide for the

10

12

13
11

14

15

16

17

8

19

20

21

22

23

until you direct otherwise ((

t, seleetion, you need to sign and

))in the manner established by

QLthnance,, administrative rule, or by the Plan A&amp;ri,: ol'strator. ((An or-dinanee or- administfative vales will

pr-ovide fef !he feEms, their filing, afld when atWiorizations take effeet-.))

Section 6. Section 4.38.208 of the Se~~ttle Municipal Code is amended as follows:

4.38.208 (jr-ansfefs within ao-iiivt-Mm

Plan) Investment options and transfers bvtween options.

aeeE)ufAs ities):))The Plan's investment op1jons

shall include investment alternatives c 11 osen by the City pursuant to. the Plan's investment -ooliev, and

may include such investment options such as securities, mutual funds, money market accounts, and

annuities. From time to time the City may change, add to or remove investment options from the Plan,

and the Ci1y may employ professional investment advisors for the purpose of reviewing the investment

options offered through this Plan.~ If an investment option is removed from the Plan, your deferre

amounts shall be transferred to similarreplacement investment options according to administrative

procedures ado.pted 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

transf~r furids between the investment options offered by the Plan. ( seeufities and within an

investmen4 seleaion or-ally or- by eomputef eoffu*unieation subjeet to:yffi#ffi 00flfif~fl~i*) Transfers

must be made in accordance with ordinance, administrative rule, or as require by the Plan

Administrator in the manner that securities transactions are conducted under the rules of the New York

Stock Exchange or the National Association of Securities Dealers, and stibject to the terms and

conditions for crediting ((sub))account values in the City's contm&amp; with the Plan Administrator. For

cause, the Plan Administrator may require that transfers be au i

I iorized in writing in advance.

Section 7. Section 4.38.301 of the Seattle Munici

';
'I Code is amended as follows:

jpU

10

I I

12
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Article III Administration, Accounts and Reports

4.38.301 Administration.

To carry out the Plan, the City will deposi[ 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 assign functions to one or more City officials, establish a committee to make decisions or

exercise powers, contract with a plan admiriistra-tor or custodian to manage day-to-day operations and

keep records, deposit or invest funds wi--11-.. an insurance company, an investment underwriter or financial

institution, and delegate any or all dutilos or responsibilities under the Plan (except making the deferral,

itself), to any or all of them.

I

Section 8. Section 4.38.302,1~thce Seattle Municipal 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 acc
.

ount

will be credited with a sum equal to the amounts deferred from your salary or wages; it will be adjusted

21

22

23

24
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10

A; Dto reflect the current market performance of ((as if ~he defeffed ame~H4s were invested aceef ing tej

your investment selection(s ees charged to your account asand your account will be reduced by f

authorized by Section 4.38.303 or emergency withdrawals under Section 4.38.407. The adjustment will

,reflect interest, dividends, and other distributions received; gains or losses from ~ndrket fluctuations;

investment losses; and/or any default by an investment underwriter, each if
-,i

~; d when occurring, and, if

applicable, a withdrawal ("surrender") fee. The current value of your accO'unt 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, investmeat and other services performed and for

12 appropriate expenses incurred. Your deferred amount,,; will be subject to fees charged by the Ci1yJits

13

14

15

16

17

18

19

20

21

22

23

custodian, or the Plan Administrator for the admin;sfrative cost and expenses of the Plan. The

administrative fees charged to the participants ma:~,T.
include the costs and expenses of services rendered

by a third puty administrator, cus dian, rc_qoyd_Ie,-I-)er, 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 account, a deduction measured by a payment or transaction,

and/or a fixed charge for a service, aniongi.) ther reasonable methods.

Section 10. Section 4.3 8.401 of tli.. Seattle Municipal Code is amended as follows:

Article IV Benefits

4.38.401 ((Earliest payment allo )) Timing for distribution of benefits.

24
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457(e)(9); Regs. §1.457 2(h)].))

A. Earliest availability of benerits. Exce-pt for hard-shi-p ,N-ithdrawals and in-service

0

11

12

13

14

15

16

17

18

19

20

21

22

23

24

distributions allowed under Seattle Mtmici-oal Code Sections-438.412 and .414, the pUment of your

benefits under this Plan shall begin not earlier than sixty oric 1,161) dUs after yourpermanent se,12aration

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

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

y-Q-u-r e=loyment with the Ci1y, or your death.

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

distribuntion commencement distribution date or vou transfer your account to another eligible

government 457 plan, your distribution comiiiertecinent date under this Plan shall be sigy one (61) days

after the date of your permanent separation. and the actual payment of your benefits shall-commence

within the next monthly payment cycle

C. Last date to comme'nee distribution of benefits. Your distribution commencement date

shall not be later than the last date for distribution mder this Plan, which shall be April Ist of

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

service with the C4 beyond age 70 1/2, your distribution commencement date shall be no later than
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457(d)(a) and 401(a)(9)(B)(CA

Section 11. Section 4.38.402 of the Seattle Municipal Code is amended as follol~o-'

Alpril I st of the calendar year following the calendar year in which you leave Cijy service. Lcode

%-))Elecfion to defer distribution coinmencement date.

(("Nef mal f e4if emeR4 age
"

fneaias the r-a-age
of ages ending ilat IffitH&amp;F t-L--A4q

AA hen You f eaeh Seventy

10

12

13

14

15

16

17

18

19

20

21

22

23

24

e,ad one half (701/2) &amp;ad not S0011 4kai-l a the r-igl# to Fe4ire withetA the C-4yLs

under the City Employees'Retifement System, the Law E*feree;-lile.-A 0-Iff'Reefs'a-ad Fife Fightefs'

,0 YOU; Of-,
if fi0fle apply, the'tiffie YOU WOuld f6r- uBf e"eed retirement benefit I-,

&amp;--Dy

age, ieffgt4i-el 07 fl3R

Refir-emew System. if yeia eofAinue to wofk beyond his age, yoii may set a latef

date-

qw I

Q

01

aff

,,, ar year mv,494eh you feaek age sevent-y and one

nd 40 RI&amp;9 e

2Wfi

-
.)

) The Plan allows two election periods for you to postpone, but not accelerate, your distribution

commence ent date.

A. First election period. You (or your beneficiary(ies)) may elect to defer your distribution

comr-i-wacement date to a fixed future calendar date which is not later than the last date for beginni'Lig

distribution under SMC 4.38.40.1. Your election to defer the commencement of the benefit paymen!Us

must be made in the manner designated bv The Ci1y and must be received by the Cijy not later than sixty

days after the date of your permane.,ir separation from Cijy service. During this first election pgLiod
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ending si2U (60) days after your separation, you may change your elected distribution commenceM'e

date number of times. The last election that you make within this sixty (60) day elect, oi-.. perio will

be coiisitlered your first election, and this election may not be revoked unless you cholo to exercise

your second election under subsection B
. [Reg. 1.457-1 (b).j

Y

B. Second election. After your first
si&amp;ty (60) day election period his passed, you may have

10

I I

12

14

15

16

17

18

19

20

2

22

23

one additional election to defer your distribution commencement date to a fixed future date no later than

the last date for beginning distribution under SMC 4.38.401(C), Y'ou may only exercise this second

election to defer one time, and the second election must be made in the manner designated by thq-C~i~

and must be received by the Cjjy no later than thiM (30) days before your benefit payments woul

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

Section12. Section 4.38.403 of the Seattle Municipal Code is amended as follows:

4.38.403 ((Benefit seleetions.)) Election of benefit distribution method.

efdinanee in the ease of youf fetifemeat of aft

benefits eoffimenee; if you should die youf ben~'Iteiary raay seleet a death settlemenA ffom ameag4he

ahematives offer-ed before benefits

B. You (or- youf be-fiefieiar-y) ma.- i-estpone making youf seleetion as long as your eheiee is made

in the time and manner authorized by of dinamee and before any benef4s beeeme &amp;4hable. You may fto

Y-eveke a seleetion aftef benefits ee- Wiiee L.-gs. §5
1.4 57 1].))

A. Election of method of distribution. Your benefits may be paid in a luWI2 sUM or in Periodic

payments or such other method allowod 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

2
4
1
1

10
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11

12
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14

15

16

17

1

19

20

21

22

23

24

Us before your scheduled (your elected distribution date or the default date design ed by the P"d at an -

distribution commencement date. You may not revoke your election of a method of distriblAduli after

payments commence, nor can you accelerate your payments after your Payments comlp_~gnce.._. If yo

beneficiary elects a method of distrijbi-ition, the Deriod of time and the manner in
-,k., hich the benefits are

distributed is governed by administrative rule. If you (or your beneficiary) , not chose a method of

distribution within the time specified in this section, the Plan will use the =plicable default method of

distribution.

B. Default method of distribution. If you (or your beneficiary) do not elect a method of

distribution thiM (30) days before your schedul
I

ed distributort commencement date and the current

market value of your account is equal to or greater than twcaty five thousand dollars ($25,000), the Plan

will distribute your benefits in monthly installineiRf.s. "over a of one hundred twenty (120) months

or in such other -periods or amounts as may be re
11

1: R2d by the minimumpayout requirements of the

Lnternnil Revenue Code. If you do not elect a met4od of distribution within the required time period and

the current market value of your account is less ilian twenV five thousand dollars (,$25,000), the Plan

will distribute the total amount of your beriefits in one lump sum payment. If your beneficiary is

gaL~Oq. trust or other entity the distributioi,, ol' otir benefits will be governed by administrative rule.

C. Minimum distribution reggirements. If your benefits are distributed in Periodic 124Yments

under this Plan, the amount.and timirg k)Fgwfi payments shall be govemed by administrative rule

the minimum distribution requiremeats of the Intemal Revenue Code and its gpplicable regulations. 26

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

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

amounts do not inmase 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 you over your life expectancy or over the -joint life expectancyllo'fyou

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

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

((4.38.404 Seheduling benefits. ))

( paymei4 of benefits shall begin on or befefe the 14er of the ead 4 six4y (60) days aftef-die-end

10

I I

12

13

14

15

16

17

18

19

20

21

22

23

24

that the amou-rAs do not inerease substantially after the first-y&amp;

Yeaf; and inest 88-If tlfleffi V,411 gO tO YOU Fathef thali YOW beD

benefits begin, the py-esefit N,a4ue of sehe"led payiiienl-s-t

-13r-esenl valtie of all payme*ts d0e rd~
E)

A
e § 457

t, L- 3

§

Section 14. Section 4.38.406 of the Se,-t~tle Municipal Code is amended as follows:

438.406 Payments to beneficiaries.

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

beneficiary in the manner Provided by administrative rule, ((evef a per-io d of fifteeft (i 5) yeafs or- les+,-of

if yotif benefieiafy is ig spet~se, for- his/hef life ef
ffii-y shefteptefied)) [Regs. § 1.457-

2(i)(3)]. Payments must be sufficiently irapid 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 "unforeseeable emergency" is a severe financial hardship-to you

resulting from a sudden and unexpected illness or accident to you or a dependent, loss of Vot
I

I

1

11 property

due to casualty, or other similar extraordinary and unforeseeable circumstances arlsiji,g as a result of

events beyond your control. No payment can be made to the extent that your hari-Iship may be relieved

through reimbursement, compensation by insurance or otherwise; a'sale of
1,1'our

assets without causing

severe financial hardship; or suspending your deferrals. The payment iray not exceed the lesser of the

current value o f your account (see Section 4.3 8.3 02 ) or the amount required to sah sfy your emergency

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

and any balance remaining in your account after the paymen' will be paid as benefits in accordance with

Section 4.38.401. This is ((the-otAy)) one of two ways it ~,AJc payment of deferred amounts((3-))DLay-

be authorized by the City prior to your permanent sepa,,--ation from ((whieh the City may authefize while

you af e below youT retirement age in)) active City set-vice. You may also receive an "in-service cash out

election" payment if the conditions of Section 4-18.425 are satisfied.

Section 16. Section 438.408 of the Seaude Municipal Code is amended as follows:

4.38.408 Temporary interruption of service.

Unless you declare and make your departure from Ci1y service permanent or you become

permanently separated from City service ~-; dcfined,by.the Plan and/or administrative rule ((Seetie

4.38.406 applie-s)), your account will coiLmue to be maintained during the following absences although

your deferrals cease: A layoff of less than gntyear for lack of work; military service while

reemployment rights are maintained; or ~m extended authorized leave of absence((; and transfer- to Othe

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 Ci1y prior to the effective date of Ordinance

0

12

13

14

15

16

17

18

19

20

21

22

23

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

a distribution commencement date shall elect a distribution commeDc~6ment date in writing in the time.

and manner required by the Ci1y. If the. separated participant does not elect a distribution

corimiencement date as required by the Ci1y, the participant's distribution shall commence at age si2ay-

five (65). [Treas. Reg. 1.457-2(j)(4).] Those separatedparticipants who receive a default distribution

datt of age sixty-five (65) may use the second election to, posipone the distribution date to a future date

as permitted by SMC 4.38.402(B).

A separated participant receiving a default 0,
1 s tri bution commencement date under this section

may appeal the designation of a default distrihfiou daie by submitting a written appeal to the Deferre

Con):)-etisation Committee giving a reasonable e~,,planation why he/she failed to elect a distribution

commencement date as required by this. sectiot-1. ad 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 the participant has stated reasonable cause for failing to elect

distribution date as. required by notice under this section, Reasonable cause ma:

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

preventing the participant ~or beneficiary) from receivinghotice under this section. All decisions of the

2
4
1
1

14
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Deferred Co=ensation Committee mU be appealed to the Director of Personnel. The decision of the

Di'-e(-tor of Personnel shall be final.

Section 18. A new Section 4.38.425 is added to the Seattle Municipal Code as !-'~)Ilows:

4.38.425 In Service cash-out election before separation.

You may elect to receive a lu= sum "in-service cash out" VUment p nor to your permanent

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

soaration from City service if you meet certain Code requirements which ir-clude the folki~~

deferrals have been made to your account for the previous twenty-four ('24) month period, your account

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

previously received an in-service cash out distribution under thk' Plan. Pament will be made at least

thirty (30) days after the Ci1y receives and =proves your written requ st for payment. Only one in-

gservice cash out election will be made available to yo i dull-iii" your membership in this Plan. [Code

§457(e)(9)(A).1

Sectionl9. Section 4.38.504 of the Seattle Alunicipal Code is amended as follows:

4.38.504 Transfers between government plans.

This Plan will accept plan-to-plan transfers of deferre d compensation accounts for employees

who enter City service from another employer with an eligible deferred 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 your

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

[Regs. § 1.457-2(k)]. If you wish to effoct a 3,-)Ia-,,i to plan transfer, you must give notice to the Ci1y i

writing no more than sixty (60) das after your soaration date and identif y the state or local government

employer with whom you have accepted eWployment.

is
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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

10

I I

12

13

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

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

community property laws [Code § 4570)(5); Regs. § 1.457-2(c)(12)].

Section 21. Section 4.38.1007 of the Seattle Municipal Code is amended as follows:

4.38.1007 Normal retirement age.

"Normal retirement age." See Section 4.38.((40Q-))204(C).

Section 22. Section 4.38.1010 of the Seattle -\/Iunicipal Code is amended as follows:

4.38.1010 Plan administrator.

"Plan administrator" means a City offic;,.-'.oi office, a custodian appointed by the Ci1y to act as

Plan administrator, or an organization that rtiai~ages the day to day operation of the Plan by providing

such services as the following: Preparing 1 ti I'Ormational material, presenting the Plan to City employees,

I

14

15

16

17

18

19

20

21

22

23

enrolling participants, processing forms ai-,d keeping records and accounts, and providing information,

answering questions, and giving advice about the Plan, making reports to participants, coordinating with

investment underwriters, participatingi n sclecting them, and overseeing their performance, and directing

payment of benefits. This listing illustratc,; the type of tasks performed; a plan administrator may

perform some, all, or other tasks, as (1~~tc-rmined by ordinance.

Section 23.. Section 4.38. 1011 ol'the Seattle Municipal Code is amended as follows:

4.38.1011 Plan ceiling.

24

1 ~

1 16
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"Plan ceiling" is the lesser of Seven Thousand Five Hundred Dollars ($7,500.00) and'for my

taxable year beginning on or after JanuUy 1, 1998, the lesser of Eight Thousand Dollai-s (S8.000.00) (or

sugh larger amount as determined periodically by the SecretgU of the Treasury P)LlIrsuant to 26 U.S.C.

457(e)(I 5)) 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 tlie Mayor within ten (10) days after

presentation, it shall take effect as provided by Municipal Code Scetion 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

13
I

Approved by me this day of
~

1998.

14

15

1-6
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20
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24

Mayor

Filed by me this _ day of '1998.

City Clerk

,Seal)

17
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STATE OF WASHINGTON - KING COUNTY
92525

City of Seattle,Clty Clerk
_ss.

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 q-~-neral

circulation and it is now and has,been for more than six months

prior to the date of publication hereinafter referred to, publ'ished in

the English language continuously as a daily newspaper in Seattle,

King County, 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.

The notice in the exact form annexed, was published in regul;0,

issues of The Daily Journal of Commerce, which was regular14

distributed to its subscribers during the below stated period. The

annexed notice, a

was published on

.05/01/98

MORD 11

The amount of the fee charged f~r thefireAoing publication is

the sum of $
, whffl

arJVui3

-asbee.-.- paid in full.

Notary Public for the State of Washington,
residing in Seattle

Affidavit of Publication
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