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L
INTRODUCTION

Ice Miller LLP (“lce Miller”) has been retained to provide a compliance review with
regard to the Internal Revenue Code of 1986, as amended ("Code"), requirements applicable to
the status of the San Diego City Employees' Retirement System ("SDCERS") as a qualified
retirement plan under Code Section 401(2).

Ice Miller is not considering tax reporting and withholding under the Code nor any other
federal law.. We are also not deliberating any state law issues. Where state law must be
considered, we are relying on interpretations provided by SDCERS counsel,

This report pertains to Code Section 415(b) and 415(c), and to Code Section 415(n) as it
is related to 415(b) and 415(c). We have touched on Code Section 415(m) only with respect to
the treatment of excess benefits under Code Section 415(b). We have prepared a separate
briefing document for SDCERS on the topic of 415(m).

We have based thig report on the material provided to us by SDCERS. We have not
independently verified what has been provided to us. We are relying on SDCERS to provide us
with documents, forms, and information necessary for this review.

IMPORTANCE OF CODE SECTION 415 COMPLIANCE

A, SDCERS 45 4 QUALINIED GOVERNMENTAL PLAN

Retaining "qualified plan” status under Code Section 401(2) is an important requirement
for retirement plans. The primary advantages in retaining "qualified" status are that (i) employer
contributions are not taxable to members as they are made (even when vested) and taxation only
occurs when plan distributions are made, (il) earnings and income are not taxed to the trust or the
members; (iii) certain favorable tax freatments are available to members when they receive plan
distributions, e.g., ability to rollover amounts; (iv) employers may "pick up" employee
contributions; and (v) employer contributions fo, and benefits from, the plan are never subject to
employment taxes (i.e,, FICA taxes). These advantages would generally not apply to a non-
qualified plan.

B. CoDg SECTION 418 LiMITs

One key qualification requirement applicable to qualified plans is the Code Section 415
jimits. Code Section 415 benefit and contribution limits must be followed to protect the tax
qualified status of a retirement plan under Code Section 401(2). These limits must be met by all
plan members. If even one member is paid an annual benefit greater than Code Section 415
allows, or conirtbutes more than Code Section 415 allows, theoreticallv, the entire nlan will be

disqualified.
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C. PROPOSED REGULATIONS

On May 31, 2005, the IRS issued proposed regulations for Code Section 415 (the
“Proposed Regulations”). The Proposed Regulations are mentioned below where their
provisions are of particular interest or concern. However, given that it is expected that the JRS
will finalize these regulations in 2006, and we anticipate some changes being made to the
regulations as they move to final, we have not included an in-depth analysis of the Proposed
Regulations in this overview. However, we have attached a summary of key areas addressed by
the Proposed Regulations as Appendix A. Recently, the IRS issued Notice 2005-87, which states
that the grandfather provisions containad in the Proposed Regulations will be expanded upon
issuance of final regulations,

L
OVERVIEW OF LAW WITH RESPECT TO
DEFINED BENEFIT LIMITATIONS

This Section of our Compliance Strategy Report provides an overview of the federal law
with regard to Code Scction 415(b). The impact of Code Section 415(b) on SDCERS and our
specific recommendations for a compliance sirategy are included in the next Section of this
Report.

I8 Curreat Limiis

As amended by the Economic Growth and Tax Relief Reconciliation Act of 2001
("EGTRRA"M), the basic requirement of Code Section 415(b) is that the annual benefit in the form
of a single life annuity provided to a member who is between the ages of 62 and 65 may aot
exceed the lesser of: (1) §160,000 as adjusted for inflation in $5,000 increments (the “Dollar
Limit"), or (2} 100% of average compensation (the "Salary Limit"). Code Section 415(b)(1).
For the 2006 calendar limitation year, the Dollar Limit is $175,000. The Salary Limit does not
apply to governmental plans such as SDCERS. Therefore, the following discussion and our
methodology do not include the Salary Limit.

The Proposed Regulations would require that limits be epplied on an annual basis to the
accrued benefit. In Ice Miller's comment letter to the IRS with regard to the Proposed
Regulations, we stated the following on this point:

We do have one overarching concern with the Proposed Regulations. They are
fundamentally based on an annual accrual concept. For private sector plans this
works well and is enfirely consistent with the requirements and structure of Code
Sections 411 and 412. However, these rules are not applicable to governmental
plans, and, for most governmental plans, this concept does not work, In the
governmental environment, vesting is generally determined by state law or local
ordinances. In many cases, there is no "accerual” concept in the governing laws,
but rather set benefits payable at certain events.
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Therefore, we have prepared this compliance strategy report on the assumption that
bepefit testing for 415(b) purposes will be done at benefit payout.

2. Limitation Year

The annual benefit is tested in 2 "limitation year," Unless an election is made by the
employer, the limitation year is the calendar year. Treas. Reg. § 1.415-2(b)(1}. An employer
that maintains more than one qualified plan may elect to use different limitation years for each
such plan. Treas. Reg. § 1.415-2(b)(3).

B. TAMRA ELECTION

Section 415{(b)(10} of the Code was added by the Technical and Miscellaneous Revenue
Act of 1988 (sometimes called TAMRA) to offer state and local government plans a means of
. complying with the Section 415 lmits without violating state anti-cutback laws. Under this
Section, the defined benefit limit for an employee who became a participant in the plan before
January 1, 1990, would not be less than his or her accrued benefit determined without regard to
any plan amendment adopted after October 14, 1987, However, for a state or local government
to take advantage of Section 415(b)(10), each employer maintaining the plan was required to
elect, before the close of the plan year beginning in 1990, to apply the defined benefit limits
applicable fo private plans to employees who first became participants after 1990, However,

“there were also special provisions for state-wide statutory changes. For plans that rmadea

TAMRA election, the qualified participants would still have their TAMRA protection.
C. AMOUNTS EXCLUDED FROM TESTING

For purposes of Code Section 415(b), the annual benefit means the benefit payable
annually in the form of a straight life annuity (with no ancillary benefits), without considering
payments made from a qualified excess benefit arrangement, afler-tax employee contributions,
and any rollover contributions. Code Section 415(b¥2).

1. Anciliary Benefits

"Ancillary benefils” do not count toward the benefits subject to Code Section 415. As a
result, any benefit that is an ancillary benefit can exceed the 415 limits without the plan being
disqualified. Generally, "ancillary benefits" are benefits not directly related to retirement income
benefits. Ancillary benefits include "pre-retirement disability benefits and death benefits (such
as in-service death benefits)." Code Section 415(b)2)B); Treas. Reg. § 1.415-3(c)(ii).

a.  Pre-Refirement Dsability Bepefits

According to 2 non-precedential IRS Information Letter {IRS Information Letter on § 415
Limitations on Public Plans dated August 20, 1991 ("IRS Letter™)) discussing Code Section 415
limitations on governmental plans, pre-refirement disability benefits under governmental plans
are not taken into account under Code Section 415, even if the pre-retirernent disability benefits
exceed the "qualified disability benefit” limitations established in Code Section 411(a)(9). IRS
Letter, § | Q&A-3; Treas. Reg. § 1.415-3(¢c)(11). However, pre-retirement disability benefits are
required to comply with Revenue Ruling 72-3, which prohibits a pension plan benefit from

3
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exceeding 100% of the employee's compensation.  For this purpose, the definition of the term
"compensation” is similar to the definition identified in Code Section 415 and is subject to cost
of living increases. Thus, there is still a test that needs to apply to pre-retirement disability
benefits. Contrasted to pre-retirement disability benefits, post-retirement disability benefits must
be taken into account for purposes of complying with the Code Section 415 limitations. IRS
Letter, § 1 Q&A-4. Thus, (1) post-retirement disability benefits, (2) line of duty disability
benefits paid post normal retirement date, and (3) pre-retirement disability benefits payable post -
normal retirement age will be tested under Code Section 415(b).

b, Pre-Retirement Death Benefits

Pre-retirement death benefits provided under a governmental plan are also exempt from
the Code Section 415 limits. IRS Letter, § 1 Q&A-5; Treas. Reg. § 1.415-3(c)(ii). However,
pre-retirement death benefits must meet the incidental benefit requirements of Code Section 401
and the regulations thereto. Generally speaking, death benefits are incidental where the plan
provides a pre-retirement death benefit that is no greater than 100 times the monthly annuity
benefit provided under the plan, or the cost of the death benefit does not exceed 25% of the total
cost of all benefits for that participant. (This latter test would be one that would be analyzed by
an actuary.) Revenue Ruling 74-307, 1974-2 C.B. 126.

2, Qualified Excess Benefit Arvangement ("OEBA™)

Effective for vears after December 31, 1994, state and local government emplovers may
maintain “qualified governmental excess benefit plans" ("QEBA") under Code Section 415(m).
Excess Plans are plans that provide bensfits that cannot be provided under a qualified plan due to
the limits on contributions and benefits.  Excess Plans permit state and local government
employers to provide benefits t their employees:

(1) without jeopardizing plan qualification because of the limits on contributions and
benefits under Code Section 415,

(2)  without jeopardizing 2 plan's status under Code Section 457 as an “eligible
deferred compensation plan,” and

(3)y  without the income that accrues to the qualified governmenta! excess benefit plan
being taxable to the plan's government sponsor,

As we have discussed, we will not be addressing Code Section 415(m) and QEBAs in
detail in this report, but in a separate report. However, for the purposes of determining
retrospective benefit testing protocols, we think that it is relevant to consider the following
provision that accompanied the enactment of Code Section 415(m):

Nothing in the amendments made by this section shall be construed to imply that
a governmenta! plan (as defined in section 414{d} of the Internal Revenue Code of
1986) fails to satisfy the requirements of section 415 of such Code for any taxable
year beginning before January 1, 1995,
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P.L. 104-188. § 1444(c)}2). Under this grandfather section, retroactive testing for plan
qualification purposes does not need to consider payments made prior to January 1, 1995,

3. Allocation of Benefits to After-Tax Employee Contributions

Contributions made on an after-tax basis to a defined benefit plan are deemed to be
annual additions and subject to Code Section 415(c) limits (discussed below in more detail).
Therefore, because the benefits have already been tested under Code Section 415(c), any portion
of a defined benefit attributable to those after-tax contributions may be subtracted from the
annual benefit before it is tested under Code Section 415(b}. However, it Is important to note
that benefits that would be atiributable to excess 415(e) contributions would not be "subtracted"
from the annual benefit for 415(b) testing purposes.

a.  Mandatory Emplovee Contributions

Treas. Reg. Section 1.413-3(dy1) provides that the annual benefit attributable to
mandatory contributions is determined by using the factors described in Code Section
411(c)2)(B) "regarcless of whether Section 411 applies to that plan." Regulations under Treas.
Reg. Section 1.411(c)-1(c) establish the required method for allocating a portion of the defined
benefit to the after-tax employee contributions for purposes of excluding this amount from the
final annual benefit {0 be tested. The method requires calculation of the after-tax (not picked up)

“employee contributions (buth mandatory eriployee contiibutions and any voluntary affer-tax
payments for service purchases unless tested under Code Section 415(n)), plus interest, at rates
the rate provided by the pia;{a_am the last plan year before Code Section 411(a)(2) does not
apply. Id. Thercafter, a plan should use a 5% interest rate factor.

Because governmental plans are exempt from Code Section 411, 1t is not clear how to
apply this guidance to a governmental plan to which Section 411(a}(2) never applies. The
Proposed Regulations provide that Code Section 411 should apply to this calculation even if the
section is not applicable to the plan. Ice Miller commented on this point as follows:

Because governmental plans are always exempt from Code Section 411, it is not
clear how to apply this guidance to a governmental plan to which Section
A11(a)(2) never applies. We have not located any IRS guidance on point. A
literal reading suggests that, since Code Section 411(a}(2) never will apply to 2
governmental plan, actual plan assumptions should continue to be applied. We
think that this reading is the best approach in the governmenta! plan context.

b, Volantary After-Tay Conteibutions
The rules governing mandatory emplcyee zfter-tax contributions are also applicable to
voluntary after-tax contributions. Treas. Reg. § 1.415-3(d)(3). However, a special category of

voluntary after-tax employee confributions — for penmissive service credit purchases ~ is
discussed below.

1/1623443.16



4, Emnlovee After-Tax Contributions for Permissive Service Credit

Code Section 415(n) establishes a limitation structure for "permissive service credit”
purchases, instead of relying on the existing Code Section 415(c) defined contribution
limitations. This subsection allows Code Section 415 to be satisfied by a purchase of permissive
service credit if either a modified 415(b) Himit is met or a modified 415(c) limit is met. These
limits can be applied on a participant-by-participant basis rather than choosing to apply the limit
on a plan-wide basis. For example, some participants could satisfy the modified defined benefit
limit when making a purchase of permissive service credit, while others could satisfy the
modified defined contribution limit.

a. Modified 415(b) Limit

For purposes of Code Section 415(n), the defined benefit limit in Code Section 415(b)
may be met by treating the accrued benefit derived from all permissive service credit as part of
the member's annual benefit. Code Section 4152} A)Y provides that, where the dollar limit
under 415(b) is reduced for retirement before age 62, "the plan shall not fail to meet the reduced
dollar {imit under Subsection (b}(2)(C) {the age-reduced dollar limit] solely by reason of this
subsection.” Thus, the plan will not fail to meet the age-reduced dollar limit solely because the
accrued benefit derived from the permissive service credit purchase is included in the 415(b) test.

B Modified 415¢c) Liniit

For purposes of Code Section, only the dollar limit under Code Section 415(c) applies
{540,000 (adjusted for inflation to $42,000 for 2005 and $44,000 for 2006)) by treating all
permissive service contributions as an annual addition under thas limit.

¢, DPefinition of Permissive Service Credit

The special testing rules apply only if the service being purchased qualifies as permissive
service credit. Code Section 415(n)(3) defines "permissive service credit” as follows:

(3)  PERMISSIVE SERVICE CREDRIT ~For purposes of this subsection—

(A) IN GENERAL.-~The term "permissive service credit" means
service credit—

(i) recognized by the governmental pian for purposes of calculating a
participant's benefit under the plan,

{i1)  which such participant has not received under such governmental
plan, and

(1)  which such participant may receive only by making a voluntary
additional confribution, in an amount determined under such govemnmental plan,
which does not exceed the amount necessary to fund the benefit attributable to
such service credit,

6
[/1623403.16




Code Section 415(n)(3)(A). The proper interpretation of the Code Section 415(n) definition of
permissive service credit is not a settled term. The Proposed Regulations do not address 415(n)
issues. However, in private letter rulings, the IRS has taken the position that a benefit
enhancement purchase (buying a higher multiplier on service a member already has in a plan) is
not permissive service credit, because it would be a purchase for service in a plan under which
the member has already received credit for that service. See PLR 200229051, Further, it is the
IRS's position that permissive service credit must be related to an actual period of service or
employment.

d. Nongralified and Qualified Permissive Service

Permissive service credit can be categorized into two types. First, the Code defines "non-
qualified service” as all permissive service that does not fall within one of the itemized types
listed in Code Section 415(n)(3)(C). Although the Code does not use this term, we have termed
the types of service included in this fist as "qualified permissive service.”

Code Section 415(n)(3)(C) defines "nonqualified service™ as all permissive service except
for the following types of service (which we have designated "qualified permissive service™):

® Service (including parental, medical, sabbatical, and similar leave) for the US
government, any state or political subdivision thereof, or any agency or

instrumentality of any of the foregoing.

e Service (inchuding parental, medical, sabbatical, and similar leave} for an
educational organization which is a public, private, or sectarian school which
provides elementary or secondary education (through grade 12) as determined
under state laws,

® Service for an association of emaployees of the U.S., state or political subdivision
thereof, or an agency or instrumentality of the foregoing.

J Military service (non-USERRA covered) recognized by the governmental plan.

However, service under the {irst three (3) points above will be nonqualified service if
recognition of the service would cause the member to receive a retirement benefit for the same
service under more than one plan. Code Section 415(n) does not permit a plan to take more than
five (5) years of nonqualified service into account, or to give members credit for any
nongualified service before the member has at least five (5) years of participation in the plan.
Code Section 415(m)(3XB).

It is important to note that "nonqualified service” is still one type of permissive service
that is described in Section 415(n)(3)(A). Therefore, nonqualified service is available for
purchase and may be tested under Code Section 415(n) special testing provisions.

e.  Effective Dates

The service purchase testing provisions for permissive service credit under Code Section
415(n) are subject to a transition rule. The transition rule provides that the defined confribution

7
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limits of Code Section 415(c) will not be used to reduce the amount of permissive service credit
an "eligible participant” can purchase below what they were allowed to purchase under the terms
of the plan as in effect on the enactment date, August 5, 1997, An "eligible participant” is an
individual who first becomes 2 participant in the plan before the first plan year beginning after
the last day of the calendar vear in which the next regular session (following the date of
enactment) of the governing body with authority to amend the plan ends.

3

Because the term "permissive service” is used in the grandfather provision, we believe
that the IRS would apply 2 consistent definttion of permissive service credit to the transition rule.
As a result, the transition provision could permit greater purchases of nonqualified service and
could permit permissive service purchases that exceed 415(c) and (&) limits, but would not
extend to the purchase of service that did not meet the definition of permissive service credit.

5, Picked-Up Contributions

ty

It is importast to note that pre-tax contributions ("picked-up contributions"), whether
mandatory or voluntary, are not treated as post-tax contributions. The benefit attributabie to
picked-up contributions is subject (0 415(b) testing.

a2  Code Section 414(h)

~ For governmental plans, "where the contributions of employing units-are-designated as
employee contributions but where any employing unit picks up the contributions, the
contributions so picked up shall be treated as employer contribufions.” Code Section 414(h)(2).
Consequently, if a povernmental employer correctly picks up employee contributions, such
contributions will no longer be included in the employee's gross income, nor will they be subject
to income tax withholdings. Treas. Reg. § 1.402(a)-1; Rev. Rul, 77-462, 1977-2 C.B. 358.
However, such contributions may be freated as employee contributions for all other purposes,
including calculating benefits, state taxes, cost of living increases, salary increases, and bonuses.
GCM 39540; PLR 8630073." In addition, certain pick-up contributions are taken into account as
“wages" for FICA purposes. Code Section 3121(v)(1)(B). The only way to obtain confirmation
that the IRS approves of a pick-up is through a private letter ruling.

Revenue rulings have established the following requirements for an effective pick-up:
e The employer must specify that the contributions, although designated as

employes contributions, are being paid by the employer in lieu of contributions by
the employee;

® The employee must not be given the option of choosing to receive the contributed
amounts directly instead of having them paid by the employer to the pension plan;
and

® The pick-up is not efiective prior fo the last action required to be taken by the

employer and/or the employee.

' ltis important to note that private fetler rufings do not have precedential value for other taxpayers.
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Rev. Rul. 81-35; Rev. Rul. 81-36; and Rev. Rul, §7-10.

b.  Pick-ups of Service Purchases under Governmental Plans

The IRS has approved the use of pick-ups for contributions to purchase service credit
under governmental plans that have sought private letter rulings. In order to meet the
requirements for an effective pick-up of an employee's service purchase, the above requirements
for a pick-up must be met plus the following:

The employvee must elect to have the contributions for the service purchase made
pursuant to a binding and iirevecable payroll reduction authorization.

The payroll authorization specifies the amount by which the emvloyee's
compensation will be reduced in order to purchase the service credit and the
duration of the authorization.

The authorization cannot be revoked, except in limited circumstances involving
termination of ernployment or death of the employee.

The most recent IRS rulings on service purchase pick-ups have included the following

limitation language:

This ruling is based on the conditions that (1) a participant who elects to purchase
a particular type of service credit may nol make more than one imrevocable
election to purchase that type of service credit; and (2} a participant may make
more than one irrevocable election to purchase service credit provided amy
subsequent election is for the nurchase of a different type of service cradit, is
irrevocable, and does not alter or amend the terms and conditions of any prior
election to purchase service. credit.

PLR 200410025 (March 3, 2004); PLR 200347020 (November 7, 2003).

6. Amounts Attributable to Rollovers

Rollovers to a defined benefit plan are treated similarly to employee contributions for
purposes of 415(b) testing: :

If the benefit under the plan is payable in any form other than the form described
in subparagraph (A), or if the emplovees contribute to the plan or make rollover
contributions (as defined in sections 402{c), 403(a)(4}, 403(b}(8), 408(d)(3), and
457(e)(16), the determinations as to whether the limitation described in paragraph
(1} has been satisfied shall be made, in acoordance with regulations prescribed by
‘the Secretary, by adjusting such benefit so that it is equivalent to the benefit
described in subparagrapi (A).

Code Section 415(0)(2(B). This provision was amended by BEGTRRA and is not reflected in the
current rules. However, the Proposed Regulations treat rollovers In 2 manner similar to after-tax
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contributions, so that the bensfit attributable to the rollover must be converted in accordance
with prescribed factors.

7. Amounts Aftributable to Translers between Oualified Plang

Under the current regulations, amounts atizibutable to a transfer from a qualified plan (a
plan under Code Section 401{(a)) are not included for 415(b) testing purposes.
Treas. Reg. § 1,415-3(d)(1). See PLR 200347020 (Favorable ruling to make transfers from state
defined contribution plan to defined bencfit plan to purchase service); PLR 200345042
(Favorable ruling to make transfers from state defined contribution plan to defined benefit plan
to purchase service); PLR 200335035 (Favorable ruling to make elective transfer from
prandfathered 401(k) to defined benefit plen of amount necessary to buy service credit;
transferred amounts held separately).

However, under the Proposed Regulations, transfers between defined benefit plans that

defined contribution, defined benefit or hybrid plan with plan-to-plan transfers available at
member's option on initial election; transfer available on subsequent elections to buy service
credit with certain transferred amounts. )

8. Plap-to-Plan Vransfers from 2 457(b) or 403(b) Plan

There is an open question as to whether transfers made from 457(b) and 403(b) plans
could also be excluded. Currently, federal regulations limit this exclusion to transfers from
gualified plans. However, Code Sections 403(bj(13) and 457(e)(17) permit a direct trustee-to-
trustee transfer of amounts from a 403(b) annuity or a 457 deferred compensation plan 0 a
governmental defined benefit plan to purchase permissive service credit (either qualified or non-
qualified) as defined in Code Section 415(n)(3)(A) and to repay contributions and earnings with
respect 1o a previous forfeiture of service credit as defined in Code Sectien 415(k)(3). The final
Treasury Regulations for 457 plans make it clear that the IRS belicves that the term "permissive
service credit” for purposes of Code Section 457(e}{(17) must be defined consistently with Code
Section 415(n), although the limiting provisions of 415(n) do not have to be applied. In addition,
the preamble to the Final Regulations raises another issue:

... Treasury and the IRS have conciuded that section 415(n) does not apply to
such a transfer in any case in which the actuarial value of the benefit increase that
results from the transfer does not exceed the amount transferred.

68 F.R. 41232, The meaning of this comment is not clear and because the Proposed Regulations
do not address Code Section 415(n), we do not currently have any guidance from the IRS as to
whether a plan-to-plan transfer from a 457(b) or 403(b) plan to a qualified plan should be
governed by the same rules a3 a plan-to-plan transfer from a qualified plan.

g, Restoration of Centributions

Code Section 415(k)(3y provides that any repayment of contributions (including interest
. . X
will not be taken into account for Code Section 415 purposes if the repayment is to a

10
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governmental plan with respect to an amount previously refunded on a forfeiture of service credit
under that plan or any other governmental plan maintained by the state or any local
governmental employer within the same state. Thus, so long as the amouont repaid does not
exceed the amount refunded, plus interest, Code Section 415 should not apply. However, it is
important to note that the Proposed Fegulations do not agres with this interpretation, but rather
treat the benefit atiributable to the repayment as includible for 415(b) testing purposes. Prop.
Treas. Reg. § 1.415(b)-1(b)(2)xi).

D. AGE-BASED ADJUSTMENT TO LIMITS

1. Benefits Before Ape 62

When the benefit beging before the participent reaches age 62, the Dollar Limit benefit
limit generally must be actuarially adjusted so that the limit (as reduced) equals an annual benefit
that is payable when the retirement benefil begins, and which is the equivalent of the Dollar
Limit beginning at age 62. Code Section 415(b)(2)(C). The actuarial adjustments must be made
in accordance with Code Section 415(bY2)(E). Pre-EGTRRA, Code Section 415(b}2)(F)
limited the actuarial reduction for governmental plans to a $75,000 benefit payable at age 55 or,
if the benefit began before age 55, the actuarial equivalent of a $75,000 benefit beginning at age
55,

a.  Exceplion for Public Safely dad Military

However, no age-based actuarial reduction is required for benefits beginning prior to age
62 for qualified participants. A qualified participant is defined as a participant:

(i) in a defined benefit plan which is maintained by a State or political
subdivision thercof,

(i) with respect to whom the period of service taken into account in determining
the amount of the benefit under such defined benefit plan includes at least 15
vears of service of the participant ~

I) as a full-time emplovee of any police department or fire department
which is organized and operated by the State or political subdivision
maintaining such defined benefit plan to provide police protection,
firefighting services, or emergency medical services for any area within
the jurisdiction of such State or political subdivision, or

(I} as & member of the Armed Forces of the United States.

Code Section 415(L)2)G)-(H). The interpretation of this provision has caused some concern
among public pension plans, For example, it was not entirely clear whether the qualified
participant had to be 2 sworn officer of a police department or whether any employee of 2 police
department would be coverad by this provision. The Proposed Regulations offer some increased
flexibility for a "qualified participant,” which is defined as:

V1672340316



a participant in a defined berefit plan that is maintained by a state or local
government with respect to whom the service taken into account in determining
the amount of the benefit under the defined beneflit plan includes at least 15 years

of service of the participant ... [a]s a full-time employse of any police department
or fire department that is organized and operated by the state or political
subdivision maintaining such defined benefit plan to provide police protection,
firefighting services, or emergency medical services for any area within the

jurisdiction of such state or political subdivision.

Preamble to the Proposed Regulations. The proposed repulations would clarify that the
application of this rule depends on whether the employer is a police departmient or fire
department of the state or political subdivision, rather than on the job classification of the
individual participant.

This exception is very beneficial to public safety officers and to other employees of
police and fire departments, including non-public safety personnel, However, this definition
does not cover employees who exercise police powers on behalf of a public agency but who are
not employed by an agency that is called a "police department” (such as a Public Safety
Department or Emergency Services Authornity).  An additional difficult situation arises with
regard to emergency services personnel who are employed by an agency that is not called a "fire
department” or "police department” but who are performing emergency medical services within

the local government's jurisdiction. If remains to be seen whether the IRS will provide for
further flexibility.

b, Exception for Disability and Death Benefits

In addition, the actuarial reduction for benefits beginning before age 62 does not apply to
disability benefits or survivor venefits payable in the event of the death of the member provided
under a governmental plar. Code Section 415(bY2XD.

¢.  Exception for Permissive Service Credit Procedures

A purchase of permissive service credit may be tested under Code Section 415(b) without
regard to the reduction for early retirement,

Z. Benefits After Ape 65

For all members, if the retirement benefit under the plan beging after age 65, the Dollar
Limit 1s increased so that it is the actuarial equivalent to an annual benefit beginning at age 65.
Code Section 415(b)(2XD). The actuarial assumptions used to make this conversion are set forth
in Code Section 41 5(b){(2XE).

E. ADDITIONAL SPECIAL RULES
1. Small Bepefits

Code Section 415(b) has a number of additional special rules that may impact
governmentat employers, Code Section 415(0)(4) provides that defined benefit limits will not be
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applied to teduce a participant's benefits when total annual benefits are $10,000 or less.
However, this limitation only applies "if the emplover has not at any time maintained a defined
contribution plan in which the eraployee has participated.” Code Section 415(b)(4)(B).

2, Fess than 18 Vears of Participation

When an employee has less than ten years of participation in a defined benefit plan, the
basic Code Section 415(b) Dollar Limit (or the mimmum §10,000 exemption from testing) 1s
reduced by 10% for each year less then ten in which the emplioyee participated in the defined
benefit plan for other than death and disability benefits (but not below 1/ 10" of the Dollar Limit).
Code Section 415(b)(5) and Treas, Reg. § 1.415-3(g).

F. OPTIONAL FORMS OF BENERITS

Benefits in a form other than a straight life annuity must be actuarially adjusted to a
straight life annuity beginning at the same age in accordance with the otherwise applicable rules.
For example, annuity benefit forms including a post-retirement death benefit or an annuity
providing for a guaranteed number of payments must be adjusted for purpose of applying the
Code Section 415(b) limit. See Treas. Reg. § 1.415-3(c)(1)(1). No adjustment is required for
‘certain benefits, including the actuarial valus of a qualified joint and survivor annuity ("QISA")
that is fully or partially subsidized, the value of benefits not directly related to retirenrent

Code Section 415(b)(2VENE) provides that "for purposes of adjusting any limit under
subparagraph (C) [adjustment to doliar limit before age 62} and ... for purposes of adjusting any
benefit under subparagraph (B) ladjustment for other forms of benefits], the interest rate
assumption shaill not be less than the greater of 5% or the rate specified in the plan."? With
respect to adjusting a different form of benefit (under Code Section 415(b)}2)(B)), different
interest rate assumptlions are used in the case of a form of benefit subject to Code Section
417(e)}3). Code Section 415 2EYG). However, because SDCERS is a governmental plan
which is not subject to Code Section 417(¢)(3), these different interest rate assumptions would
not be applicable. Rev. Rul, 98-1, Q& A-3 (plans that are not subject to Code Section 417(e)(3),
such as governmental plans, are not subject to the interest rate requirement under Section

415(b)2YE)).

Thus, for purposes of converting a form of benefit to a straight life annuity, the interest
rate assumption should not be less than the greater of 5% or the rate specified in the plan (Le,, the
rate used under the plan for actuarial equivalence for that specific benefit form). See IRS
Announcement 95-99.

G. COST-OF-LIVING ADJUSTMENT OF COBE SECTION 415(B) LinvyTs

Cost of living adjustinents to 2 member's benefits are permitied wunder Code Section

HM

415(d) and Treas. Reg § 1.415-5(a)(3). By regulation, the adjusted dollar limitation “is
applicable to . . . employees who have retired or otherwise ferminated their service under the

* Code Section 415(0) 2¥ENiH) also provides that these same interest rale assumptions should be used ta adjusting the 415(b)
timit when benefits begin after age 65,
13
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plan with a nonforfeitable right to acerued benefits, regardless of whether they have actually
begun to receive such benefits, as long as the plan specifically provides for the adjustment.”

Treas. Rep. § 1.415-5(a)(3).

With regard to the COLA on SDCERS benefits, the current regulations provide that no
adjustment to the benefit's value is necessary for post-retirement cost of living increases "to the
extent that such increases are in accordance with" Code Section 415(d) and Treas. Reg. § 1.415-
5. Treas. Reg. § 1.415-3{(c)(2)(ii). The correct interpretation of this phrase is a matter of some
debate. IRS has said informally and in & orivate letter ruling that they think an automatic
post-retirement increase must be initially reflected in the value of the member's benefit being
tested, thus resulting in an inival actuarial reduction of the 415(b) limit. This reduction can be
considerable, We do not think that this type of adiustment accurately reflects the regulations,
which reflect an incremental approach — that a COLA does not cause an adjustment “to the
extent” it 1s consistent with subseguent increases in the Code Section 415 limits. In addition,
there seems to be no reasonable way to project what the increases to the IRS limit will be (by
federal law the increases must be "similar” to the Social Security COLA calculations), making it
virtually impossible to reflect an incremental COLA adjustment into a reduced 415(b) limit.
Code Section 415(dy(2},

The Proposed Reguiation uorp\yaéc the approach the IRS had taken in informal

guidance and provide that a fix ch automatic COLA has the effect of reducing the 413(b) lipit.

As indicated, this reduction can be significant and would result in significantly more members of

governmental plans approaching the 415¢(b) limit. Ice Miller and many others have submitted
comments on this point, but it remains to be seen whether the IRS will address those comments
by revising its stance in final regulations. '

H. CONSIDERATION OF AN ALTERNATE PAVER'S RENEFITS FOR Tm"rmc PURPOSES

Benefits payeble to an altsrnate payee under a quaiiﬁed domestic relations order are
treated as part of the member's benefit for purposes of applying the benefit Iimits under Code
Section 415, IRS Nofice 87-21, O&A-20; see also Announcement 95-99, Q&A-17.

. TESTING OF THE SURVIVOR PORTION OF A BENEFIT

The rules which applv to a member's benefit also apply to a survivor's benefit. Under
Code Section 415(b)(1), the : benefit may not exceed the applicable doliar limit (§170,000
for 2005). The Code defines "annual benefit" as "a benefit payable annually in the form of a
strajght life annuity (with no ancillary benefits) under a plan to which employees do not
contribute and under which no rollover contributions ... are made.” Code Section 415(b}(2)(A)
{emphasis added). If a benefit under the plan is payable in any form other than this form,

the determinations as to whether the [415(b)] limitation ... has been satisfied
shall be made, in accerdance with regulations prescribed by the Secretary, by
adjusting such benefit so that it is the equivalent to the benefit described in
subparagraph (A). Tor purposes of this subparagraph, any ancillary benefit
which is not directly related to retirement income benefits shall not be taken into
account; and that portion of sny joint and survivor annuity which constitutes a

14
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qualified joint and survivor annuity (as defined in section 417) shall not be taken
into account.

Code Section 415(h)2)(B).

Thus, the benefit that is subject 1o testing is a straight life annuity, and any other benefit
under a plan which is payable in a form other than a straight life annuity (other than a qualified
joint and survivor annuity) must be converted to a straight life annuity in order to pass 415(b)
testing. In essence, even if a benefit actually being paid is not a straight life annuify, it still
should have bezen converted to a streight life annuity and tested under Code Section 415(b).
Thus, upon the death of the retiree, there would be no need for a "conversion” of the survivor's
benefit or a changs to the existing 415(b) limit as applied to the retiree's benefit. Rather, upon
the death of a refires, the survivor's benefit continues to be tested against the retiree's benefit
limit. (This would also be true of a qualified joint and survivor annuity, even though it is not
converted o a straight life annuity for testing purposes, because such benefit is exempted from
the conversion requirement.)

g AGGREGATION OF TOTAL SDCERS BENEFITS FOR TESTING PURPOSES

Under a multiple employer plan, two (2) or more employers that are not part of 2 related
group participate in the same plan. In applying the Code Section 415 limits to such multiple

~employer plans, Treas: Reg. § 1415-1(e)(1) provides that fora participant ina multiple employer

plan, benefits or contributions under the plan attributable to such participant from all of the
emplovers maintaining the plan and compensation from all the participating emplovers must be
taken into account. Generally, if the employers had maintained separate plans this rule would
not apply, and the Code Section 415 limits would be separately determined for each employer
because they are not part of g related group.

Iv. :
APPLICATION OF CODE SECTION 415(b) TO SDCERS
AND RECOMMENDATIONS

The purpose of this Section of this Compliance Strategy Report is to relate the
requirements of Code Section 415(h) as outlined in the previous Section to SDCERS.

A. PLAN DOCUMENT PROVISIONS

- SDMC § 24.1010(h) (per pending amendment) provides that employee contributions to,
and benefits from, SDCERS must comply with the Code Section 415 limitations on contributions
SDCERS to modify contributions as necessary o ensure compliance with Code Section 415.
The Board Rules do not contain any provisions relating to Code Section 415 compliance, nor do
any other policies or decuments of which we are aware.
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Exhibit E

SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member {D  Retirement

WOOROEWINNDDONRR OO DBEWWWNN - 2

121712004
121712004
12/7/2004
12/31/2005
12/31/2005
11/5/2004
11/5/2004
11/5/2004
4/27/2005
4/27/2005
4/2712005
412212004
4/22/2004
412272004
4/22/2004

11/4/2004

11/4/2004
11/4/2004
2/3/2006
2/3/2006
7/20/2002
7/20/2002
7/20/2002
7/20/2002
7/20/2002
12/18/2004
12/18/2004
12/18/2004
10/11/2003
10/11/2003

©10/11/2003

10/11/2003
211212005
2/12/2005
2/12/20056

12/16/2003

12/16/2003

12/16/2003

12/16/2003
4/15/2005
4/15/2005
4/15/2005
1117/2006
1/17/2006
3/31/2001
3/31/2001
3/31/2001
3/31/2001
3/31/2001
3/31/2001
3/31/2001

3/9/2006
3/9/2006
9/28/2005
9/28/2005

Member DOB 415 Limit Year

9/7/1960
9/7/1960
9/7/1960
12/2/1948
12/2/1948
11/5/1949
11/5/1948
11/5/1949
3/19/1945
3/19/1945
3/19/1945
2/25/1947
212511947
2/25/1947
2/25/1947
8/31/1948
8/31/1948
8/31/1948
11/11/1845
11/11/1945
3/29/1947
3/29/1947
3/29/1947
3/29/1947
3/29/1947
10/8/1949
10/8/1949
10/8/1949
2/17/1948
2/17/1948
2/17/1948
2/17/1948
9/11/1949
9/11/1949
9/11/1949
10/23/1946
10/23/1946
10/23/1946
10/23/1946
7/18/1948
7/18/1948
7/18/1948
1/16/1951
1/16/1951
3/15/1946
3/15/1946
3/15/1946
3/15/1946
3/15/1946
3/15/1946
3/15/1946
7128/1947
712811947
9/28/1950
9/28/1950

2005
2006
2007
2006
2007
2005
2006
2007
2005
2006
2007
2004
2005
2006
2007
2005
2006
2007
2006
2007
2003
2004
2005
2008
2007
2005
2006
2007
2004
2005
2006
2007
2005
2006
2007
2004
2005
2006
2007
2005
2006
2007
2006
2007
2001
2002
2003
2004
2005
2006
2007
2006
2007
2006
2007

415 Testing
Benefit
100,278.49
100,278.49
100,278.49
204,988.17
204,988.17
143,700.01
143,700.01
143,700.01
251,414.37
251,414.37
251,414.37
172,743.70
172,743.70
172,743.70
172,743.70
148,155.91
148,155.91
148,155.91
221,407.84
221,407.84
111,348.22
111,348.22
111,348.22
111,348.22
111,348.22
120,209.72
120,209.72
120,209.72
133,200,92
133,200.92
133,200.92
133,200.92
120,870.33
120,870.33
120,870.33
139,661.73
139,661.73
138,661.73
139,661.73
122,896.21
122,896.21
122,896.21
104,313.92
104,313.92
97,267.59
97,267.59
§7,267.59
97,267.59
97,267.59
97,267.59
97,267.59
161,872.60
161,872.60
106,276.42
106,276.42

Uniform??
(Yes/No)

NO
NO

Adjusted 415
Limit
33,439.08
34,437.26
35,435.44
106,719.02
109,812.32
85,368.35
87,816.66
90,464.97
138,674.31
142,813.84
146,953.37
101,303.37
104,420.40
107,537.43
110,654.45
95,257.51
98,101.02
100,944.53
144,611.94
148,803.59
83,668.56
85,290.18
87,914.50
90,538.81
93,163.13
86,974.03
89,570.27
92,166.51
88,027.37
90,735.91
93,444.44
96,152.98
88,832.03
91,483.73
94,135.44
101,193.23
104,306.87
107,420.81
110,534.15
100,432.04
103,430.01
106,427.98
87,940.28
90,489.27
75,000.00
78,134.72
81,582.95
83,176.09
85,735.36
88,294.62
90,853.88
123,600.81
127,183.55
87,916.66
90,464.97

Amount

Overpaid
66,839.41
65,841.23
64,843.05
98,269.15
95,175.85
58,331.66
55,783.35
53,235.04
112,740.06
108,600.53
104,461.00
71,440.33
68,323.30
65,206.27
62,089.25
52,898.40
50,054.89
47,211.38
76,795.80
72,604.25
27,679.66
26,058.04
23,433.72
20,809.41
18,185.09
33,235.69
30,639.45
28,043.21
45,173.55
42,465.01
39,756.48
37,047.94
32,038.30
29,386.60
26,734.88
38,468.50
35,354.86
32,241.22
29,127.58
22,464.17
19,466.20
16,468.23
16,373.64
13,824.65
22,267.59
19,132.87
15,684.64
14,091.50
11,532.23
8,972.97
6,413.70
38,371.69
34,789.05
18,359.76
15,811.45

Overpayments
Rolled
Forward to
6/30/2007
77,961.49
71,108.53
64,843.05
106,130.68
95,175.85
68,038.05
60,246.02
53,235.04
131,500.01
117,288.58
104,461.00
89,994.24
79,692.30
70,422.77
62,089.25
61,700.69
54,059.28
47,211.38
82,939.57
72,604.25
37,657.88
32,825.63
27,333.09
2247417
18,185.09
38,766.11
33,090.60
28,043.21
56,905.66
49,531.18
42,937.00
37,047.94
37,369.47
31,737.53
26,734.88
48,459.23
41,237.90
34,820.51
29,127.58
26,202.20
21,023.49
16,468.23
17,683.53
13,824.65
35,335.87
28,112.47
21,338.78
17,751.24
13,451.20
9,690.81
6,413.70
41,441.42
34,789.05
19,828.54
15,811.45



SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member ID  Retirement

18
18
18
18
18
19

7124/2002
7/24/2002
712412002
7124/2002
7/24/2002
12/31/2005
12/31/2005
412212004
412212004
412212004
4/22/2004
5/28/2003
5/28/2003
5/28/2003
5/28/2003
5/28/2003
4/22/2004
4/22/2004
4/22/2004
4/22/2004
12/31/2005
12/31/2005
7/1712004
7117/2004
7117/2004
1/29/2005
1/29/2005
1/29/2005
9/16/2005
911612005
5/1/2004
5/1/2004
5/1/2004
5/1/2004
1/1/2005
1/1/2005
1/1/2005
6/5/2004
6/5/2004
6/5/2004
6/5/2004
7162002
7/6/2002
7/6/2002
7/6/2002
7/6/2002
10/13/2004
10/13/2004
10/13/2004
911712001
9/17/2001
9/17/2001
9/17/2001
9/17/2001
9/17/2001
6/29/2005
6/29/2005
6/29/2005

Member DOB 415 Limit Year

3/1/1947
3/1/1947
3/1/1947
3/1/1947
3/1/1947
1/22/1951
1/22/1951
31211945
3/2/1945
3/2/1945
3/2/1945
9/29/1947
O/29/1947
9/29/1947
9/29/1947
9/28/1947
6/3/1945
6/3/1945
6/3/1945
6/3/1945
7/10/1948
7/10/1948
1/12/1846
1/12/1046
1/12/19486
9/23/1949
9/23/1949
9/23/1949
6/8/1950
6/8/1950
3/24/1949
3/24/1949
3/24/1949
3/24/1949
4/15/1949
4/15/1949
4/15/1949
8/7/1946
8/7/1946
8/7/1946
B/7/1946
12/13/1946
12/13/1946
12/13/1946
12/13/1946
12/13/1946
10/12/1949
10/12/1949
10/12/1949
6/13/1943
6/13/1943
6/13/1943
6/13/1943
6/13/1943
6/13/1943
5/13/1947
51311947
5/13/1947

2003
2004
2005
2006
2007
2006
2007
2004
2005
2006
2007
2003
2004
2005
2006
2007
2004
2005
2006
2007
2006
2007
2005
2006
2007
2005
2006
2007
2006
2007
2004
2005
2006
2007
2005
2006
2007
2004
2005
2006
2007
2003
2004
2005
2008
2007
2005
20086
2007
2002
2003
2004
2005
20086
2007
2005
2006
2007

415 Testing
Benefit
95,574.83
85,574.83
95,574.83
95,574.83
95,574.83

208,212.15
206,212.15
142,331.77
142,331.77
142,331.77
142,331.77
103,888.00
103,988.00
103,988.00
103,988.00
103,988.00
141,133.95
141,133.95
141,133.95
141,133.95
121,744 .43
121,744 .43
145,796.29
145,796.29
145,796.29
96,103.68
96,103.68
96,103.68
98,249.13
98,249.13
183,241.09
183,241.09
183,241.09
183,241.09
99,632.64
99,632.64
99,632.64
173,770.01
173,770.01
173,770.01
173,770.01
91,561.59
91,5661.59
91,561.59
91,561.59
91,561.59
90,482.17
90,492.17
90,482.17
106,181.46
106,181.46
106,181.46
106,181.46
106,181.46
106,181.46
169,585.61
169,585.61
169,585.61

Uniform??
(YesiNo)

Adjusted 415
Limit
84,371.08
86,002.30
88,648.52
91,284.75
93,840.97
172,500.00
177,500.00
122,423.35
126,190.22
129,957.09
133,723.96
86,478.65
88,138.64
90,850.60
93,562.56
96,274.52
119,446.29
123,121.56
126,796.83
130,472.10
110,869.53
114,083.14
118,878.30
122,426.91
125,975.51
88,258.57
90,893.16
93,527.74
90,231.71
92,847.12
162,500.00
167,500.00
172,500.00
177,500.00
91,240.55
93,964.15
96,687.75
162,500.00
167,500.00
172,500.00
177,500.00
85,688.31
87,337.51
90,024.82
92,712.13
95,390.44
85,391.28
87,940.28
90,489.27
92,662.33
110,563.73
112,534.10
115,996.69
119,459.28
122,921.86
167,500.00
172,500.00
177,500.00

Amount
Overpaid
11,203.75
9,572.53
6,926.31
4,280.08
1,633.86
33,712.15
28,712.15
19,908.42
16,141.55
12,374.68
8,607.81
17.509.35
15,849.36
13,137.40
10,425.44
7,713.48
21,687.66
18,012.39
14,337.12
10,661.85
10,874.90
7,661.29
26,917.99
23,369.38
19,820.78
7,845.11
5,210.52
2,575.94
8,017.42
5,402.01
20,741.08
15,741.09
10,741.09
5,741.08
8,392.09
5,668.49
2,944 .89
11,270.01
6,270.01
1,270.01
5,873.28
4,224.08
1,536.77

5,100.89
2,551.89
2.90
13,619.13

2,085.61

Overpayments
Rolied
Forward to
6/30/2007
15,242.58
12,0568.63
8,078.85
4,622 49
1,633.86
36,409.12
28,712.15
25,078.87
18,827.50
13,364.65
8,607.81
23,821.27
19,965.62
15,323.46
11,259.47
7,713.48
27,320.20
21,008.65
15,484.08
10,661.85
11,744 .89
7.661.29
31,397.14
25,238.93
19,820.78
9,150.54
5,627.36
2,575.94
8,658.82
5,402.01
26,127.80
18,360.41
11,800.38
5,741.08
9,788.54
6,121.97
2,944 .89
14,196.97
7,313.34
1,371.61

7,990.53
5321.12
1,792.49

5,049.68
2,7566.04
2.90
19,864.04

2.432.66



SDCERS Retroactive 415 Testing for VCP (2007)

Overpayments
Rolied
Date of 415 Testing  Uniform?? . Adjusted 415 Amount Forward to
Member ID Retirement Member DOB 415 Limit Year Benefit (Yes/No) Limit Overpaid 6/30/2007
34 6/28/2003 10/30/1946 2003 96,544.86 NO 94,944.10 1,600.786 2,177.82
34 6/28/2003 10/30/1946 2004 96,544.86 NO 96,716.92 - -
34 6/28/2003 10/30/1946 2005 96,544.86 NO 99,682.82 - -
34 6/28/2003 10/30/1946 2006 96,544.86 NO 102,668.73 - -
34 6/28/2003 10/30/1946 2007 96,544.86 NO 105,644.63 - -
35 9/1/2004 1/20/1845 2005 172,234.34 YES 167,500.00 4,734.34 5,622.14
35 9/1/2004 1/20/1945 2006 172,234.34 YES 172,500.00 - -
35 9/1/2004 1/20/1845 2007 172,234.34 YES 177,500.00 - -
36 4/8/2006 1/3/1948 2006 110,837.20 NO 108,648.13 2,289.07 2,472.20
36 4/8/2006 1/3/1949 2007 110,937.20 NO 111,797.35 - -
37 3/1/2002 10/21/1950 2002 153,216.61 YES 150,000.00 3,216.61 4,726.26
37 3/1/2002 10/21/1950 2003 153,216.81 YES 160,000.00 - -
37 3/1/2002 10/21/1950 2004 153,216.61 YES 162,500.00 - -
37 3/1/2002 10/21/1850 2005 153,216.61 YES 167,500.00 - -
37 3/1/2002 10/21/1950 2006 153,216.81 YES 172,500.00 - -
37 3/1/2002 10/21/1950 2007 - 153,216.61 YES 177,500.00 - -
38 21212001 8/23/1944 2001 - 191,776.47 NO 75,000.00 116,776.47 185,309.58
38 21212001 8/23/1944 2002 191,776.47 NO . 83,863.19 107,913.28 158,560.01
38 21212001 8/23/1944 2003 191,776.47 NO 93,015.89 98,760.58 134,362.68
38 21212001 8/23/1944 2004 191,776.47 NO 94,763.30 97,013.17 122,208.65
38 21212001 8/23/1944 2006 191,776.47 NO 97,679.09 94,097.38 109,755.18
38 2/2/2001 8/23/1944 2006 191,776.47 NO 100,594.88 91,181.59 98,476.12
38 2/2/2001 8/23/1944 2007 191,776.47 NO 103,510.68 88,265.79 88,265.79
39 7/29/2005 7/28/1969 2008 25,959.19 NO 17,473.83 8,485.36 9,164.19
39 7/29/2005 7/28/1969 2007 25,859.19 NO 17,980.32 7,978.87 7,978.87
40 7/6/1991 3/1/1931 1992 101,639.80 NO 75,000.00 26,639.80 84,505.96
40 7/8/1991 3/11931 1993 101,639.80 NO 75,000.00 26,639.80 78,246.26
40 7/6/1991 3/1/1931 1894 101,639.80 NO 75,016.94 26,622.86 72,404.17
40 7/8/1991 3/1/1931 1995 101,639.80 NO 75,165.57 26,474.23 66,666.62
40 7161981 3/1/1931 1996 101,639.80 NO 75,297.26 26,342.54 61,421.30
40 7/6/1991 37171931 1997 101,639.80 NO 75,845.99 25,793.81 55,686.91
40 7/8/1991 3/1/1931 1998 101,639.80 NO 76,943.45 24,696.35 49,368.12
40 7/6/1991 3/1/1831 1989 101,839.80 NO 77,492.18 24,147.62 44,695.56
40 7/6/1991 3/1/1931 2000 101,639.80 NO 78,758.31 22,881.49 39,214.88
40 71611991 3/1/1931 2001 101,639.80 NO 81,506.37 20,133.43 31,949.23
40 7/6/1991 3/1/1931 2002 101,639.80 NO 108,238.70 - -
40 7/6/1991 3/1/1931 2003 101,639.80 NO 135,626.91 - -
40 7/8/1991 3/1/1831 2004 101,639.80 NO 137,884.00 - -
40 71611991 3/1/1931 2005 101,639.80 NO 142,126.59 - -
40 71611991 3/1/1931 2006 101,639.80 NO 146,369.17 - -
40 71611991 3/1/1931 2007 101,639.80 NO 150,611.76 - -
41 1/5/1993 11/1/1938 1993 119,672.64 YES 113,831.00 5,741.64 16,864.32
41 1/5/1993 11/1/1938 1994 119,672.64 YES 117,220.50 2,452.14 6,668.91
41 1/5/1993 11/1/1938 1995 119,672.64 YES 119,400.00 272.64 686.56
41 1/5/1983 11/1/1938 1996 119,672.64 YES 120,000.00 - -
41 1/5/1993 11/1/1938 1997 119,672.64 YES 122,500.00 - -
41 1/5/1983 11/1/1938 1998 119,672.64 YES 127,500.00 - -
41 1/5/1993 11/1/1938 1999 119,672.64 YES 130,000.00 - -
41 1/5/1993 11/1/1938 2000 119,672.64 YES 132,500.00 - -
41 1/5/1993 11/1/1938 2001 119,672.64 YES 137,500.00 - -
41 1/5/1993 11/1/1938 2002 119,672.64 YES 150,000.00 - -
41 1/6/1993 11/1/1838 2003 119,672.64 YES 160,000.00 - -
41 1/5/1993 11/1/1838 2004 119,672.64 YES 162,500.00 - -
41 1/5/1993 11/1/1938 2005 119,672.64 YES 167,500.00 - -
41 1/5/1993 11/171938 2006 119,672.64 YES 172,500.00 - -
41 1/5/1993 11/1/1938 2007 119,672.64 YES 177,500.00 - -
42 412412006 4/24/1951 2006 105,888.31 NO 87,916.66 17,981.65 19,420.18
42 4/24/2006 4/24/1951 2007 105,898.31 NO 90,464.97 15,433.34 15,433.34
43 7/26/2005 12/24/1969 20086 17,727.21 NO 14,976.18 2,751.03 2,971.11
43 7/26/2005 12/24/1969 2007 17,727.21 NO 15,410.27 2,316.94 2,316.94
44 6/30/2006 5/9/1951 2006 101,307.38 NO 89,121.43 12,185.95 13,160.83

44 6/30/20086 5/9/1951 2007 101,307.38 NO 91,704.66 9,602.72 9,602.72




SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member ID Retirement

10/3/1998
10/3/1998
10/3/1998
10/3/1998
10/3/1988
10/3/1998
10/3/1998
10/3/1998
10/3/1998
12/7/1999
12/7/1999
12/7/1999
121711999
12/7/1998
12/7/1999
12/7/1998
12/7/1998
4/1/2002
4/1/2002
4/1/2002
4/1/2002
4/1/20062
4/1/2002
9/1/2005
9/1/2005
7/6/2000
7/6/2000
7/6/2000
71612000
7/8/2000
7/6/2000
7/6/2000
10/6/2004
10/6/2004
101612004
12/31/2005
12/31/2005
5/21/2000
5/21/2000
5/21/2000
5/21/2000
5/21/2000
5/21/2000
5/21/2000
5/21/2000
3/26/2004
3/26/2004
3/26/2004
3/26/2004

Member DOB 415 Limit Year

10/1/1940
10/1/1940
10/1/1940
10/1/1940
10/1/1940
10/1/1940
10/1/1940
10/1/1940
10/1/1840

1/1/1840

11111940

1/1/1840

1/1/1840

1/1/1940

1/1/1940

17171940

11111940
10/1/1837
10/1/1937
10/1/1937
10/1/1937
10/1/1837
10/1/1937

9/1/1850

9/1/1950
12/1/1843
12/1/1943
12/1/1843
121171943
12/1/1943
12/1/1943
12/1/1843
10/6/1949
10/6/1949
10/6/1849
9/15/19489
9/15/1949
5/21/1945
5/21/1945
5/21/1945
5/21/1945
5/21/1945
52111945
5/21/1945
5/21/1945
2/20/1947
2/20/1947
2/20/1947
212011947

1999
2000
2001
2002
2003
2004
2005
2006
2007
2000
2001
2002
2003
2004
2005
2006
2007
2002
2003
2004
2005
2006
2007
2006
2007
2001
2002
2003
2004
2005
2006
2007
2005
2006
2007
2006
2007
2000
2001
2002
2003
2004
2005
2006
2007
2004
2005
2006
2007

415 Testing
Benefit
100,076.96
100,076.96
100,076.96
100,076.96
100,076.98
100,076.96
100,076.96
100,076.96
100,076.96
190,291.55
190,291.55
190,291.55
190,291.55
190,291.55
190,291.55
190,291.55
190,291.55
224,292.57
224,292.57
224.292.57
224,292.57
224,292.57
224,292.57
95,667.92
95,667.92
100,746.23
100,746.23
100,746.23
100,746.23
100,746.23
100,746.23
100,746.23
88,940.14
88,940.14
88,040.14
119,781.31
119,781.31
88,947.16
88,947.16
88,947.18
88,947.16
88,947.16
88,947.16
88,947.16
88,947.16
104,608.45
104,608.45
104,608.45
104,608.45

Uniform??
(Yes/No)

Adjusted 415
Limit
75,000.00
75,000.00
75,000.00
91,261.12
107,771.10
108,707.79
113.083.41
116,459.03
119,834.66
132,500.00
137,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
87,916.66
90,464.97
75,000.00
84,548.26
94,382.73
96,148.14
99,106.55
102,064.95
105,023.36
85,368.35
87,916.66
90,464.97
99,203.57
102,079.04
75,000.00
75,000.00
77,958.75
81,231.69
82,820.04
85,368.35
87,916.66
90,464.97
100,725.14
103,824.38
108,923.62
110,022.85

Amount

Overpaid
25,076.96
25,076.96
25,076.96
8,815.84

57,781.55
52,791.55
40,291.55
30,291.585
27,791.55
22,791.55
17,791.55
12,791.55
74,292.57
64,282.57
61,792.57
56,792.57
51,792.57
46,792.57

7,751.26

5,202.95
25,746.23
16,197.97

6,363.50

4,598.09

1,639.68

3,571.79
1,023.48

20,577.74
17,702.27
13,947.16
13,047.16
10,988.41
7,715.47
6,127.12
3,5678.81
1,030.50

3,883.31
784.07

Overpayments
Rolied
Forward to
6/30/2007
46,415.70
42,977.50
39,793.98
12,953.36

99,044.57
83,773.56
59,201.51
41,211.32
35,009.35
26,584.07
19,214.88
12,791.55
109,160.16
87,469.33
77,840.84
66,242.85
55,835.98
46,792.57
8,371.36
5,202.95
40,856.03
23,800.13
8,657.47
5.792.27
1,812.52

4,166.13
1,105.36

22,223.96
17,702.27
23,902.98
22,132.39
16,145.57
10,496.81
7,718.40
4,174.32
1,112.94

4,891.86
914.54



SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member ID Retirement

12/31/1997
12/31/1997
12/31/1997
12/31/1997
12/31/1997
12/31/1997
12/31/11997
1213111997
12/31/1997
12/31/1997
4/1/2002
4/1/2002
4/1/2002
4/1/2002
4/1/2002
4/1/2002
9/9/2005
9/9/2005
6/17/2006
6/17/2006
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/1998
2/3/11998
12/17/2005
12/17/2005
212511997
2/25/1997
2/25/1997
2/25/1987
2/25/1997
2/25/1987
2/25/1987
212511997
2/25/1997
212511997
2/25/1997
5/25/2005
5/25/2005
5/25/2005
1/6/19985
1/6/1985
1/6/1995
1/6/1995
1/6/1895
1/6/1995
1/6/1985
1/6/1995
1/6/1995
1/6/1995
1/6/1995
1/6/1995
1/6/1995

Member DOB 415 Limit Year

6/1/1941
6/1/1941
6/1/1941
6/1/1941
6/1/1941
6/1/1941
6/1/1941
6/1/1941
6/1/1841
6/1/1841
6/18/1935
6/18/1935
6/18/1935
6/18/1935
6/18/1935
6/18/1935
8/14/1947
8/14/1947
4/24/1949
4/24/1949
1/1/1943
1/1/1843
111/1943
17111943
1/1/1943
1/1/1943
1/1/1943
17111943
1/1/1943
11111943
202711947
202711947
11/1/1935
11/1/1935
11/1/1935
11/1/1935
11/1/1935
11/1/1935
11/1/1835
11/1/1935
11/1/1835
11/1/1835
11/1/1935
3/31/1943
3/31/1943
3/31/1943
12/7/1829
12/7/1929
12/7/1929
12/7/1929
121711829
12/7/1829
12/7/1929
121711929
12/7/1929
12171929
12/7/1829
12/7/1929
12/7/1928

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2002
2003
2004
2005
2006
2007
2006
2007
2006
2007
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2006
2007
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2005
2006
2007
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

415 Testing
Benefit
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
83,678.77
242,226.86
242,226.86
242,226.86
242,226.86
242,226.86
242,226.86
120,271.08
120,271.09
123,231.56
123,231.56
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
139,783.57
128,832.62
129,832.62
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
90,547.71
186,937.92
186,837.92
186,937.92
151,348.77
151,349.77
151,349.77
151,348.77
151,348.77
151,349.77
151,349.77
151,349.77
151,349.77
151,349.77
151,349.77
151,349.77
151,348.77

Unifarm??
(Yes/No)

Adjusted 415
Limit
75,000.00
75,000.00
75,000.00
75,000.00
84,487.09
94,260.69
96,024.49
98,979.10
101,833.70
104,888.30
163,145.65
187,425.39
189,985.10
195,830.80
201,676.50
207,522.19
117,209.09
120,606.46
107,420.51
110,534.15
127,500.00
130,000.00
132,500.00
137,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
125,851.10
129,498.85
80,065.08
83,337.21
84,971.27
86,605.33
89,873.46
120,453.78
149,462.36
151,861.02
156,533.67
161,206.31
165,878.96
167,500.00
172,500.00
177,500.00
107,940.92
108,483.33
110,743.40
115,263.54
117,5623.61
119,783.68
124,303.82
143,875.83
161,173.47
163,677.28
168,713.50
173,749.72
178,785.95

Amount

Overpaid
8,678.77
8,678.77
8,678.77
8,678.77

79,081.21
54,801.47
52,241.76
486,396.06
40,550.36
34,704.67
3,062.00
15,811.056
12,697.41
12,283.57
9,783.57
7.,283.57
2,283.57

3,981.52
333.67
10,478.63
7.210.50
5,676.44
3,942.38
674.25

19,437.92
14,437.92

9,437.92
43,408.85
42,866.44
40,606.37
36,086.23
33,826.16
31,566.09
27,045.95

7,473.94

Overpayments
Rolled
Forward to
6/30/2007
17,348.91
16,063.81
14,873.88
13,772.12

116,196.25
74,556.80
65,800.58
54,116.37
43,794.39
34,704.67

3,306.96
17,075.93
12,697 .41
24,554.90
18,108.70
12,482.75

3,623.73

4,300.04
333.67
22,622.58
14,413.83
10,321.61
6,756.55
1,069.95

22,672.39
15,682.95
9,437.92
109,310.88
99,849.07
87,666.11
72,136.55
62,609.87
54,008.74
42,918.53
10,881.67



SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member ID Retirement

41111997
4/111897
4/111997
4/1/1997
47111997
4/1/1997
4/111997
4/1/1997
4/1/1997
4/1/1997
4/1/1997
12/31/2005
12131/2008
81212006
9/2/2005
4/12/2003
4/12/2003
4/12/2003
4/12/2003
4/12/2003
6/30/2004
6/30/2004
6/30/2004
6/30/2004
4/18/2008
4/18/2006
10/4/1997
10/4/1997
10/4/1997
10/4/1997
10/4/1887
10/4/1997
10/4/1897
10/4/1997
10/4/1987
10/4/1997
3/30/2002
3/30/2002
3/30/2002
3/30/2002
3/30/2002
3/30/2002
10/26/1999
10/26/1999
10/26/199%
10/26/1999
10/26/1999
10/26/1989
10/26/1999
10/26/1999
1/9/1996
1/9/1996
1/9/1996
1/9/1996
1/9/1996
1/9/1986
1/9/1996
1/9/1996
1/9/1996
1/9/1986
1/9/19886
1/9/1996

Member DOB 415 Limit Year

71111941
7/1/1941
71171944
71171941
71111941
7/1/1841
71111941
7/1/1941
711/1941
7/1/1941
7/111941
7/12/1948
7/12/1848
3/25/1950
3/25/1950
4/1/1943
411/1943
4/1/1943
4/1/1943
4/1/1943
8/6/1946
8/6/1946
8/6/1946
8/6/1946
3/10/1945
3/10/1945
4/1/1833
4/1/1833
4/1/1933
4/1/1933
4/1/1933
4/1/1933
4/1/1933
4/1/1933
4/1/1933
47111933
2/1/1943
2/1/1843
2/111943
2/1/1943
2/1/1843
2/1/1943
10/26/1944
10/26/1944
10/26/1944
10/26/1944
10/26/1944
10/26/1944
10/26/1944
10/26/1944
7/1/1933
7111833
7/1/1933
7/1/1933
7/1/1933
7/111933
7/111833
7/1/1833
7/1/1933
7/1/1933
7/1/1833
7/1/1933

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2006
2067
2006
2007
2003
2004
2005
2006
2007
2004
2005
2006
2007
2006
2007
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2002
2003
2004
2005
2008
2007
2000
2001
2002
2003
2004
2005
2006
2007
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

415 Testing
Benefit
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
78,022.97
117,869.69
117,869.69
188,639.83
188,639.83
161,807.48
161,807.48
161,907.48
161,907.48
161,807.48
164,671.97
164,671.97
164,671.97
164,671.97
193,659.75
193,659.75
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
131,743.67
168,017.97
168,017.97
168,017.97
168,017.97
168,017.97
168,017.97

77,197.79

77,187.79

77,187.78

77,1987.78

77,187.79

77,197.79

77,197.79

77,197.79
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77
106,200.77

Uniform??
(Yes/No)

Adjusted 415
Limit
75,000.00
75,000.00
75,000.00
75,000.00
75,000.00
80,928.26
87,159.22
88,828.50
91,561.69
04,294.87
97,028.06
110,811.07
114,022.99
172,500.00
177,500.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
162,500.00
167,500.00
172,500.00
177,500.00
157,717.20
162,288.72
110,570.83
112,738.89
114,906.94
119,243.06
140,705.56
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
75,000.00
75,000.00
77,958.75
81,231.69
82,820.04
85,368.35
87,916.66
90,464.97
88,177.78
90,014.81
93,688.89
95,525.93
97,362.96
101,037.04
131,437.04
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00

Amount

Overpaid
3,022.97
3,022.97
3,022.97
3,022.97
3,022.97

7.058.62
3,846.70
16,139.83
11,139.83
1,907 48

2,171.97

35,942.55
31,371.03
21,172.84
19,004.78
16,836.73
12,500.61

18,017.97
8,017.97
5,517.97

517.97

2,197.79
2,197.79

18,022.99
16,185.96
12,511.88
10,674.84
8,837.81
5,163.73

Overpayments
Rolied
Forward to
6/30/2007
6,526.36
6,042.92
5,585.30
5,180.83
4,797.07

7.623.31
3.846.70
17,431.02
11,139.83
2,595.11
2,736.05
38,817.95
31,371.03
42,324 .60
35,176.52
28,855.20
19,836.80

26,474.31
10,808.36
6,951.08
604.16

3,766.62
3,487.61

42,023.10
34,944.27
25,011.30
19,758.38
15,146.45

8,184.19



SDCERS Retroactive 415 Testing for VCP (2007)

Date of

Member ID  Retirement

3/30/2002
3/30/2002
3/30/2002
3/30/2002
3/30/2002
3/30/2002
8/1/2005
8/1/2005
1/28/2006
1/28/2006
10/10/2005
10/10/2005
11115/2002
11/15/2002
11/15/2002
11/15/2002
1111572002
6/30/2006
6/30/2006
4/1/2002
4/1/2002
4/1/2002
4/1/2002
4/1/2002
4/1/2002
11/6/2000
11/6/2000
11/6/2000
11/6/2000
11/6/2000
11/6/2000
11/6/2000
10/11/2003
10/11/2003
10/11/2003
10/11/2003
8/5/2000
8/5/2000
8/5/2000
8/5/2000
8/5/2000
8/5/2000
8/5/2000
2/6/2004
2/6/2004
216/2004
2/6/2004
12/31/2002
12/31/2002
12/31/2002
12/31/2002
12/31/2002
4172002
4/1/2002
4112002
4/1/2002
4/1/2002
4/1/2002
2/6/2004
2/6/2004
2/6/2004
2/6/2004

Member DOB 415 Limit Year

6/1/1943
6/1/1943
6/1/1943
6/1/1943
6/1/1943
6/1/1643
7/31/1950
713171950
4/8/1947
4/8/1947
71411948
7/4/1948
11/1/1944
117171944
11/1/1944
11/1/1944
11/1/1944
11/14/1951
11/14/1951
10/1/1945
10/1/1845
10/1/1845
10/1/1945
10/1/1945
10/1/1945
10/30/1945
10/30/1945
10/30/1945
10/30/1945
10/30/1945
10/30/1945
10/30/1945
3/5/1949
3/5/1949
3/5/1849
3/5/1949
9/1/1938
9/1/1939
9/1/1939
9/1/1939
9/1/1939
9/1/1938
9/111939
1/1/1946
1/1/1946
1/1/1946
1/1/1946
12/1/1841
12/1/1941
12/1/1941
12/1/1941
12/1/1941
21711841
2/7/1841
2/711941
2{7/1941
27771941
2/7/1941
6/15/1945
6/15/1945
6/15/1945
6/15/1945

2002
2003
2004
2005
2006
2007
2006
2007
2006
2007
2006
2007
2003
2004
2005
2006
2007
2006
2007
2002
2003
2004
2005
2006
2007
2001
2002
2003
2004
2005
2006
2007
2004
2005
20086
2007
2001
2002
2003
2004
20056
2006
2007
2004
2005
2006
2007
2003
2004
2005
2006
2007
2002
2003
2004
2005
2006
2007
2004
2005
2006
2007

415 Testing
Benefit
182,357.59
182,357.59
182,357.59
182,357.59
182,357.59
182,357.59
185,520.96
185,520.96
145,464.90
145,464.90
102,863.41
102,863.41
169,426.56
169,426.56
169,426.56
169,426.56
169,426.56
182,280.37
182,280.37
154,886.10
154,886.10
154,886.10
154,886.10
154,886.10
154,886.10
75,481.79
75,481.78
75,481.78
75,481.79
75,481.79
75,481.79
75,481.79
166,581.16
166,581.16
166,581.16
166,581.16
97,643.62
97,643.62
97,643.62
97,643.62
97,643.62
97,643.62
97,643.62
165,203.49
165,203.49
165,203.49
165,203.49
163,616.96
163,616.96
163,616.96
163,616.96
163,616.96
158,193.67
158,193.67
158,193.67
158,193.67
158,193.67
158,193.67
163,673.22
163,573.22
163,573.22
163,573.22

Uniform??
(Yes/No)

YES
YES
YES
YES
YES
YES
YES

Adjusted 415
Limit
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
172,500.00
177,500.00
125,851.10
129,498.95
98,941.06
101,808.92
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
172,500.00
177,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
75,000.00
78,024.74
81,363.41
82,953.56
85,505.97
88,058.39
90,610.81
162,500.00
167,500.00
172,500.00
177,500.00
86,319.69
115,690.80
143,588.61
145,929.84
150,419.99
154,910.14
159,400.29
162,500.00
167,500.00
172,500.00
177,500.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
150,000.00
160,000.00
162,500.00
167,500.00
172,500.00
177,500.00
162,500.00
167,500.00
172,500.00
177,500.00

Amount

Overpaid
32,357.59
22,357.59
19,857.58
14,857.59
9,857.59
4,857.59
13,020.96
8,020.96
19,613.80
15,965.95
3,822.35
1,054.49
9,426.56
6,926.56
1,926.56

9,780.37
4,780.37
4,886.10

4,081.16

11,323.93

2,703.48

3,616.96
1,116.96

8,193.67

Overpayments
Rolled
Forward to
6/30/2007
47,543.92
30,417.25
25,014.84
17,329.89
10,646.20
4,857.59
14,062.64
8,020.96
21,182.91
15,965.95
4,236.13
1,054.49
12,824.73
8,725.47
2,247.13

10,562.80
4,780.37
7,179.28

5,141.08

17,969.66

3,405.62

4,920.84
1,407.08

12,039.20

1,351.94











































































