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Certain OBRA Ordinance amendments are necessary to comply with required legislative and regulatory changes.  In addition, the Internal Revenue Service ("IRS") conditioned OBRA's favorable determination letter on the County's adoption of these amendments.  The closing agreement for the IRS audit also requires adoption of many of these Ordinance amendments to fully comply with the correction.  The proposed amendments include requirements from federal legislation including the Economic Growth and Tax Relief Reconciliation Act of 2001 ("EGTRRA"), the Pension Protection Act ("PPA") and the Heroes Earnings Assistance and Relief Tax Act of 2008 ("HEART").
· Ordinance Section 203(2.4)

Effective Date.  January 1, 2002.
Purpose.  This change increases the limit on annual compensation that OBRA may consider when calculating benefits based on Internal Revenue Code ("Code") section 415 requirements.
Previous Compliance.  OBRA has previously complied with the Code requirements for limiting annual compensation, and it has operationally complied with the increased limit since 2002.  This change probably has no practical impact on OBRA because members' compensation is typically much lower than the Code section 415 compensation limit.  
Required?  This change is required to comply with Code requirements, complete audit correction, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(2.12) – Vesting 
Effective Date.  January 1, 2002.

Purpose.  The IRS agent reviewing the determination letter submission required that the Ordinances specifically state that members will be 100% vested when they reach normal retirement age and in the event of partial plan termination or full plan termination.  
Previous Compliance.  OBRA currently provides that members are 100% vested at all times.  Accordingly, members also would be 100% vested in the circumstances specified by the IRS agent.  Thus, this change will have no practical effect on OBRA operations 
Required?  This change is required for receipt of a favorable determination letter on OBRA.

· Ordinance Section 203(2.12) - HEART Act 

Effective Date.  January 1, 2007.

Purpose.  The HEART Act made certain changes to how qualified retirement plans treat military service, providing that any additional benefits that may be provided by a plan due to the death of a participant, other than additional benefit accruals, must be provided to the beneficiaries of a participant who dies in qualified military service as if the participant were employed on the day of death.  Also, differential wage payments provided to participants during qualified military service are treated as compensation to an active employee, even though the employee may be considered terminated for purposes of taking a distribution, after which elective deferrals must be suspended for 6 months.  

Previous Compliance.  OBRA does not provide additional benefits upon the death of a member, nor does it provide differential wage payments.  Accordingly, these changes will have no practical effect on OBRA.
Required?  This change is required to demonstrate compliance with the HEART Act by December 31, 2012.

· Ordinance Section 203(4.4) and (4.5)
Effective Date.  March 28, 2005.

Purpose.  Code section 401(a)(31) requires qualified plans that permit mandatory cashouts to automatically roll over into an individual retirement plan any mandatory cashout of an accrued benefit with an actuarial equivalent value in excess of $1,000 unless the member requests otherwise.  The proposed amendment provides that any lump sum payment over $1,000 be rolled over to an IRA unless specified otherwise by the member.  

Previous Compliance.  Lump sum cashouts by OBRA is an issue which is being corrected in the audit.  Payments made as part of the audit correction have been made in accordance with the proposed amendment.
Required?  This change is required to comply with the Code, to fully complete the audit corrections, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(7.1)(a)

Effective Date.  January 1, 2002.

Purpose.  To satisfy the tax qualification requirements of Code section 401(a), OBRA must comply with Code section 415.  The proposed change updates the limit for annual benefit payments consistent with Code section 415 requirements.  

Previous Compliance.  OBRA has previously complied with the Code requirements for limiting annual benefit payments, and it has operationally complied with the increased limit since 2002.  This change probably has no practical impact on OBRA because members' benefits are typically much lower than the Code section 415 limit.
Required?  This change is required to comply with Code requirements, fully correct under the audit, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(7.1)(f)
Effective Date.  January 1, 2002; January 1, 2008.

Purpose.  The IRS has mandated use of an updated mortality table when retirement plans make Code section 415 benefit limit conversions.  Also, a minimum benefit limit floor is no longer required.  

Previous Compliance.  OBRA has previously complied with the Code section 415 requirements and mortality table requirements, and it has operationally complied with the increased limit since 2002.  This change probably has no practical impact on OBRA because members' benefits are typically much lower than the Code section 415 limit.
Required?  This change is required to comply with Code requirements, fully correct under the audit, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(7.1)(g) and (h)
Effective Date.  January 1, 2008.

Purpose.  This amendment revises OBRA so it is in compliance with Code section 415(b) requirements.   

Previous Compliance.  OBRA has previously complied with the Code section 415 requirements, and it has operationally complied with the increased limit since 2002.  Because OBRA does not allow for forms of benefit other than a straight life annuity, this proposed change will have no practical effect on OBRA's operation.
Required?  This change is required to comply with Code requirements, fully correct under the audit, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(7.2)(a)
Effective Date.  January 1, 2002.

Purpose.  Code section 415 requires that specific items be included in the computation of compensation for benefits purposes.  This amendment effectuates that requirement.   

Previous Compliance.  OBRA has previously complied with the Code section 415 requirements, and it has operationally complied since 2002.  This change probably has no practical impact on OBRA because members' compensation is typically much lower than the Code section 415 compensation limit.
Required?  This change is required to comply with Code requirements, fully correct under the audit, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(7.2)(c)
Effective Date.  January 1, 2002.

Purpose.  This change adds a definition of limitation year for Code section 415 purposes.   

Previous Compliance.  OBRA has previously complied with the Code section 415 requirements, and it has operationally complied since 2002.  This change probably has no practical impact on OBRA because members' benefits are typically much lower than the Code section 415 limit.
Required?  This change is required to comply with Code requirements, fully correct under the audit and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(9.3)
Effective Date.  January 1, 2002.

Purpose.  The proposed change to Ordinance section 203(9.3) updates the limit from $3,500 to $5,000, consistent with the Ordinance section 203(4.4) amendment and Code requirements.   

Previous Compliance.  OBRA is correcting its compliance with the cashout limit as part of the OBRA audit.  This change will aid in that compliance.  

Required?  This change is required to comply with Code requirements and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(10.7)
Effective Date.  January 1, 2003.

Purpose.  Code section 401(a)(9) requires plans to begin making required minimum distributions of a participant’s benefit starting by the April 1 of the calendar year following the calendar year in which the employee attains age 70½ or terminates employment, if later.    

Previous Compliance.  OBRA members should begin receiving benefits at age 65, regardless of employment status.  Accordingly, this change will have no practical effect on OBRA.    

Required?  This change is required to comply with Code requirements, fully correct under the audit, and fulfill requirements contingent to receipt of a favorable determination letter.
· Ordinance Section 203(11.3) and (11.4)
Effective Date.  January 1, 2002; January 1, 2010.

Purpose.  The definition of an eligible retirement plan that could receive a rollover distribution from plans such as OBRA has been expanded under the Code.  In addition, plans are now required to allow nonspouse beneficiaries to roll over benefit payments.  
Previous Compliance.  OBRA has operationally complied with these requirements since the required dates.  The nonspouse beneficiary rollover change will have no practical effect on OBRA because all OBRA benefit payments cease upon death of the member.       

Required?  This change is required to comply with Code requirements, fully correct under the audit and fulfill requirements contingent to receipt of a favorable determination letter.
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