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AGENDA 

 
BOARD OF RETIREMENT December 10, 2014 
832 12th Street, Suite 600 – Wesley W. Hall Board Room 2:00 p.m. 
Modesto, CA 95354  
 
The Board of Retirement welcomes you to its meetings, which are regularly held on the second Wednesday and the fourth 
Tuesday of each month.  Your interest is encouraged and appreciated. 
 
CONSENT ITEMS:  These matters include routine administrative actions and are identified under the Consent Items heading. 
 
PUBLIC COMMENT:   Matters under jurisdiction of the Board, may be addressed by the general public before or during the 
regular agenda.  However, California law prohibits the Board from taking action on any matter which is not on the posted 
agenda unless it is determined an emergency by the Board of Retirement.  Any member of the public wishing to address the 
Board during the “Public Comment,” period shall be permitted to be heard once up to three minutes.  Please complete a Public 
Comment Form and give it to the Chair of the Board.  Any person wishing to make a presentation to the Board must submit the 
presentation in written form, with copies furnished to all Board members.  Presentations are limited to three minutes. 
 
BOARD AGENDAS & MINUTES:  Board agendas, Minutes and copies of items to be considered by the Board of Retirement 
are customarily posted on the Internet by Friday afternoon preceding a meeting at the following website:  www.stancera.org.  
 
Materials related to an item on this Agenda submitted to the Board after distribution of the agenda packet are available for 
public inspection at StanCERA, 832 12th Street, Suite 600, Modesto, CA 95354, during normal business hours. 
 
AUDIO:  All Board of Retirement regular meetings are audio recorded.  Audio recordings of the meetings are available after 
the meetings at http://www.stancera.org/agenda_schedule.  
 
NOTICE REGARDING NON-ENGLISH SPEAKERS:  Board of Retirement meetings are conducted in English and translation 
to other languages is not provided.  Please make arrangements for an interpreter if necessary. 
 
REASONABLE ACCOMMODATIONS:  In compliance with the Americans with Disabilities Act, if you need special assistance 
to participate in this meeting, please contact the Board Secretary at (209) 525-6393.  Notification 72 hours prior to the meeting 
will enable StanCERA to make reasonable arrangements to ensure accessibility to this meeting. 

 
 
1.  Meeting Called to Order 
 
2.  Roll Call 
 
3.  Announcements 
 
4.  Public Comment 
 
5.  Consent Items 
 
   a. Approval of the November 25, 2014 Meeting Minutes     View 
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   b. Approval of Service Retirement(s) – Sections 31499.14, 31670, 31662.2 & 31810 
 

1. Allen-Diaz, Cheryl – CSA – Effective 12-31-2014 
2. Florez, Alex – HSA – Effective 11-24-2014 
3. Funtila, Melchor – Public Works – Effective 12-30-2014 
4. Gack, Fred – HSA – Effective 12-02-2014 
5. Hall, Raymond – CSA – Effective 07-05-2014 
6. Harden, Lynda – City of Ceres – Effective 12-02-2014 
7. Heuer, Debra – HSA – Effective 12-06-2014 
8. Larkins, Doris – DA – Effective 12-31-2014 
9. Martinez, Richard – BHRS – Effective 12-06-2014 
10. Mc Manis, Virginia – Probation – Effective 12-20-2014  
11. Merrill, Mary – Probation – Effective 12-23-2014 
12. Mysouk, Liane – CSA – Effective 12-03-2014 
13. Osuna-Baldwin, Maria – CSA – Effective 12-03-2014 
14. Riley, Sandra – BHRS – Effective 11-01-2014 
15. Wolfe, Jeanne – BHRS – Effective 12-27-2014 
16. Wong, Sherre Lee – Planning – Effective 12-29-2014 
 

   c. Approval of Deferred Retirement(s) – Section 31700 
 

1. Allen, Steve – CSA – Effective 11-18-2014 
2. Costa, Michael – StanCOG – Effective 05-17-2014 
3. Hughes, Torrie – CSA – Effective 07-19-2014     

 
   d. Approval of Death Benefit – Section 31781 
 

1. Barksdale, Cammie – Deceased 11- 21-2014 – Active Member 
 
   e. Report on StanCERA earnings Allocation as of June 30, 2014     View 

 
6.  Executive Director  
   

a. Discussion and Action to Adopt a Contract Governing Law and        
Jurisdiction Policy     View 
 

b. Discussion and Action to Adopt a Contract Governing Law and Jurisdiction Policy 
Regarding Real Estate Investments     View 
 

c. Discussion and Action to Accept Pyramis Global Advisors’ Performance Based Fee 
Structure      
 

d. Discussion and Action to Adopt the System Normal Retirement Age and Bona Fide 
Separation from Service Definition     View 
 

e. Discussion and Action to Adopt the Model Tax Compliance Regulations Reviewed and 
Approved by the IRS    View 
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7.  Closed Session 
 

a. Discussion and Action Regarding Allocation of StanCERA’s Infrastructure Assets 
   Government Code Section 54956.81 

 
b. Discussion and Action Regarding Allocation of StanCERA’s Real Estate Assets 
   Government Code Section 54956.81 

 
c. Conference with Legal Counsel – Pending Litigation – One Case: 
   Stanislaus County Employees’ Retirement Association v. Buck Consultants, 
   LLC, Mediation Pursuant to Evidence Code Sections 1115, 1119, 1152 
   Government Code Section 54956.9(d)(4)    
 
d. Conference with Legal Counsel – Pending Litigation – One Case: 
   O’Neal et al v. Stanislaus County Employees’ Retirement Association 
   Stanislaus County Superior Court Case No. 648469 
   Government Code Section 54956.9(d)(1) 

 
e. Conference with Legal Counsel – Pending Litigation – One Case: 
   Nasrawi et al v. Buck Consultants, LLC, et.al, Santa Clara County 
   Superior Court Case No. 1-11-CV202224; Court of Appeal, Sixth Appellate  
   District, Case No. H038894    
   Government Code Section 54956.9(d)(1)   

 
8.  Members’ Forum (Information and Future Agenda Requests Only) 
 
9.  Adjournment 
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BOARD OF RETIREMENT MINUTES                   November 25, 2014 
 
Members Present:     Gordon Ford, Darin Gharat, Michael O’Neal 
                Jim DeMartini, Donna Riley, Jeff Grover 
                Maria DeAnda, and Jason Gordo 
 
Member Absent:      Mike Lynch 
 
Alternate Member 
Absent:            Joan Clendenin, Alternate Retiree Representative 
                                                                                                                                                                                                                                                                                                                    
Staff Present:        Rick Santos, Executive Director 
                Kathy Herman, Fiscal Services/Operations Manager 
                Kellie Gomes, Executive Board Secretary 
                 
Others Present:      Fred Silva, General Legal Counsel   
                Doris Foster, Chief Executive Office  

Paul Harte, Strategic Investment Solutions, Inc. 
John Meier, Strategic Investment Solutions, Inc. 
Barry Dennis, Strategic Investment Solutions, Inc. 
Nathan Pratt, Strategic Investment Solutions, Inc. 
 

1.  Meeting Called to Order 
 

Meeting called to order at 2:00 p.m. by Gordon Ford, Chair. 
 

2.  Roll Call 
 
3.  Announcements 
 

None 
 

4.  Public Comment 
 

None 
 
5.  Consent Items 
 
   a. Approval of the October 28, 2014 Investment Meeting Minutes    
    
  Michael O’Neal arrived at 2:03 p.m. 
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5.  Consent Items (Cont.) 
 
b. StanCERA Investment Managers Peer Rankings for Quarter Ending  

     September 30, 2014    
 
   c. Approval of Service Retirement(s) – Sections 31499.14, 31670, 31662.2 & 31810 
 

1.        Alexander, Barbara – Library – Effective 11-07-2014 
2.        Brown, Roxann –Regional 911 – Effective 11-03-2014 
3.        Carrillo, Ruthie – Auditor/Controller – Effective 11-04-2014 
4.        Castillo, Yolanda – Sheriff – Effective 11-16-2014 
5.        Cumberland, Sheila – City of Ceres – Effective 11-08-2014 
6.        Fife, Amanda – Parks & Recreations – Effective 11-14-2014 
7.        Greer, Jeanene – BHRS – Effective 10-02-2014 
8.        Johnson, Terry – Sheriff – Effective 11-15-2014 
9.        Klaschus, Frank – Sheriff – Effective 11-15-2014 
10.     Northern, Gracie – Sheriff – Effective 11-05-2014 
11.     Olson, Raymond – Env Res – Effective 11-08-2014 
12.     Phipps, Cory – Sheriff – Effective 11-15-2014 
13.     Robbins, James – City of Ceres – Effective 11-23-2014 
14.     Vernon, Gary – Sheriff – Effective 10-03-2014 
15.     Winter, Rosemary – KCSD – Effective 11-14-2014 

 

   d. Approval of Deferred Retirement(s) – Section 31700 
 

1.        Aguirre, Nancy – CSA – Effective 11-01-2014 
2.        Delgado, Joseph – Sheriff – Effective 09-12-2014 
3.        Hawthorne, Elizabeth – CSA – Effective 10-04-2014 
4.        Hodges, Rachelle – Regional 911 – Effective 07-06-2014 
5.        Inderbitzen, Daniel – DA – Effective 10-04-2014 
6.        McBride, Shannon – Public Defender – Effective 12-01-2012 
7.        Meneses, Lea – City of Ceres – Effective 02-27-2014 
8.        Moore, Britton – City of Ceres – Effective 07-16-2014 
9.        Naylor, Traci – Alliance Worknet – Effective 08-01-2014 
10.     Nunes, Joey – CSA – Effective 10-11-2014 
11.     Pelican, Timothy – Ag Commissioner – Effective 10-04-2014 
12.     Perez, Rachel – BHRS – Effective 10-04-2014 

 
e. Approval of Hearing Officers’ Findings and Recommendations to Deny the Application 

for a Service-Connected Disability Retirement by StanCERA Retired Member Sirv Man 
      -  Section 54957 
 
Motion was made by Maria DeAnda and seconded by Darin Gharat to approve consent 
items as presented. 
 
Motion carried unanimously. 
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6.  Annual Performance Report by LSV – International  
 

Presented by:  Keith Bruch, CFA, Partner & Director, Client Portfolio Services  and  
                             Bhaskaran Swaminathan, Ph.D., Partner & Director of Research 

 
• Initial funding and date:  $81 Million 9/2004 
• Ending value on 9/30/14:  $155 Million 
 

                All figures below are net as of September 30, 2014: 
 

• Recent Quarter Return:  -5.2% 
• 1 Year Return:  6.3% 
• 3 Year Return:  13.1% 
• Since Inception Return:  7.4% 

 
a. Value Added Report   

 
7.  Strategic Investment Solutions, Inc. (SIS) 
 

a. Fiduciary Review & Strategic Investment Solutions, Inc. Update – Presented by  
  Barry Dennis, Managing Director 

 

b. StanCERA’s Investment Manager Review List for Quarter Ending  
  September 30, 2014 

 

c. Investment Performance Analysis for the Quarter Ending September 30, 2014   
 

Quarterly Portfolio Performance Analysis (Return, Benchmark and Peer Ranking) 
 

• 3rd  Quarter:  -1.2%, -1.3%, 43 
• Fiscal YTD:  4.0%, 4.4%, 48 
• 3 Year:  14.7%, 13.1%, 12 
• 5 Year:  11.0%, 9.9%, 9 

 

d. Monthly Flash Report for the Month Ending October 31, 2014   
 

• Monthly Return:  1.53%   
• Fiscal YTD:  0.31% 
• Fiscal YTD Excess Return:  -0.21% 
• Total Fund Value as of October 30, 2014:  $1.780 Billion  
 

e. Report on “Top 10 Holdings” of StanCERA’s Investment Managers as 
  of October 31, 2014  
 
f.  Discussion and Action Regarding Securities Lending Cash Collateral Pool  
 
Motion was made by Jason Gordo and seconded by Donna Riley to accept the staff 
recommendation as presented.  
 
Motion carried unanimously. 
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8.  Executive Director  
   

a. Value Added  /  Cash Flow Report 
 

b. Monthly Staff Report   
 
9.  Committee Reports and Recommendations for Action  
 
   STANDING COMMITTEES 
 

   a. Internal Governance Committee   
 

i.  Discussion and Action to Accept the Internal Governance Committee’s 
       Recommendation Regarding the June 30, 2014 and 2013 Comprehensive Annual 
       Financial Report (CAFR)   

 

Motion was made by Maria DeAnda and seconded by Donna Riley to accept the 
Internal Governance Committee’s recommendations regarding the June 30, 2014 and 
2013 Comprehensive Annual Financial Report (CAFR) as presented. 
 
Motion carried unanimously. 
 
ii.  Discussion and Action to Accept the Internal Governance Committee’s 

Recommendation Regarding the StanCERA Investment Guidelines   
 

Motion was made by Michael O’Neal and seconded by Darin Gharat to approve 
items as presented and recommended by the Internal Governance Committee. 
 
Motion carried unanimously. 
 
iii. Receipt of I.T. Security Review  

 

10.  Closed Session 
 

Motion was made by Darin Gharat and seconded by Jason Gordo to enter into closed 
session at 3:53 p.m.. 
 
Motion carried unanimously. 

 

a. Discussion and Action Regarding Allocation of StanCERA’s Infrastructure Assets 
   Government Code Section 54956.81 
 

b. Discussion and Action Regarding Allocation of StanCERA’s Real Estate Assets 
   Government Code Section 54956.81 
 

c. Conference with Legal Counsel – Pending Litigation – One Case: 
   Stanislaus County Employees’ Retirement Association v. Buck Consultants, LLC,    
      Mediation Pursuant to Evidence Code Sections 1115, 1119, 1152 
   Government Code Section 54956.9(d)(4)    
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10.  Closed Session (Cont.) 
 
d. Conference with Legal Counsel – Pending Litigation – One Case: 
   O’Neal et al v. Stanislaus County Employees’ Retirement Association 
   Stanislaus County Superior Court Case No. 648469 
   Government Code Section 54956.9(d)(1) 

 
e. Conference with Legal Counsel – Pending Litigation – One Case: 
   Nasrawi et al v. Buck Consultants, LLC, et.al, Santa Clara County 
   Superior Court Case No. 1-11-CV202224;  
     Court of Appeal, Sixth Appellate District, Case No. H038894    
     Government Code Section 54956.9(d)(1)   

 
Motion was made by Darin Gharat and seconded by Maria DeAnda to enter into open 
session at 4:08 p.m.. 
 
Motion carried unanimously. 

 
There is no Read Out from Closed Session  
 
11.  Members’ Forum (Information and Future Agenda Requests Only) 
 

• A request was made to Trustees by Kellie Gomes to look at committee assignments and 
let her know which committees they desire to serve on.  
 

• Trustee Gharat asked to have the StanCERA actuary address the maturing nature of the 
System on plan sponsor contributions and funded ratio during the next annual actuarial 
review. 

 
12.  Adjournment 
 
   Meeting adjourned at 4:15 p.m. 
 
Respectfully submitted, 
 
Rick Santos, Executive Director 
 
 
 
 
 
APPROVED AS TO FORM: 
FRED A. SILVA, GENERAL LEGAL COUNSEL 
 
 
By: _______________________________ 
  Fred A. Silva, General Legal Counsel 

WILLIAMSM
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December 10, 2014, Retirement Board meeting 
 
TO:   Retirement Board 
 
FROM:  Kathy Herman, Fiscal Services Manager 
 

I. SUBJECT:  Report on the Earnings Allocation for Fiscal Year Ended June 30, 2014  
 

II. ITEM NUMBER:  # 5.e. 
 

III. ITEM TYPE:  Information 
 

IV. STAFF RECOMMENDATION: None 
 

V. ANALYSIS:  
 

Fiscal year 2013/2014 ended with investment earnings of $263,854,291. This report 
explains the allocation of excess earnings in accordance with the Excess Earnings Policy, 
effective May 25, 2012. (Attachment 1) 
 
After payment of Administrative, Investment and Actuarial expenses, $11,006,562 (Policy 
item #1), a surplus of $252,847,729 was available for Interest Crediting to Active, Employer 
and Retiree Reserves.  After capping Active Member Reserves at 7.75%, the remainder was 
distributed on a pro rata basis between these Reserves (Policy item #5) at the rate of 
18.84%.  Refundable and non-refundable (.125%) interest posting to Active member 
accounts will occur on Dec, 31, 2014 and June 30, 2015, based on the member’s account 
balance on June 30, 2014.   
 
The Contingency Reserve was adjusted by ($1,818,655) to the maintenance level of the 
minimum 1% of Net Assets (Policy item #2), as voted by the Board of Retirement.   The 
available funds, $1,818,655 were then allocated pro rata to the Employer and Retiree 
Reserves.  

 
 

VI. RISK: None 
 

VII. STRATEGIC PLAN: Strategy # 4  Refine StanCERA’s business and policy practices in ways that 
enhance stakeholder awareness, the delivery of member services and the ability of the 
Organization to administer the System effectively and efficiently.  

 
VIII. BUDGET IMPACT:  

 
 
    __________________ 
Kathy Herman, Fiscal Services Manager 
 
 
 
 
    __________________ 
Rick Santos, Executive Director 
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Attachment 1

1.   Total investment earnings for Fiscal Year 2013- 2014: 263,854,291$   

2.   Less Administrative, Investment and Actuarial Expenses:
Administrative Expenses 2,249,260$       
Investment Expenses 8,605,738         
Actuarial Expenses 151,564            

      (Per the Excess Earnings Policy item #1) 11,006,562       

Remaining after payment of Administrative, Investement and Actuarial expenses: 252,847,729$   

3.   Balance of Investment Earnings available to allocate as Excess Earnings:
      (Per the Excess Earnings Policy item #5)

Distributed between:
Reserves - Active (Non-Retiree) - Basic 14,027,988$     
Reserves - Active (Non-Retiree)- COL 4,642,319
Reserve for Unvested (Non-Retiree) Interest 5,107,379
Reserves - Employer - Normal 19,129,670
Reserves - Employer - Special 19,207,985
Reserves - Employer - Transfer 21,046,480
Reserves - Retired - Annuity 25,161,769
Reserves - Retired - Pension 131,187,046
Reserves - Retired - Service Disability Benefit 1,898,166
Reserves - Retired - COL 10,384,767
Reserves - Other - Burial Allowance 1,054,160

252,847,729$   

StanCERA's Earnings Allocations per the Excess Earings Policy, effective May 25, 2012, for 
the Fiscal Year Ended June 30, 2014



  
 
 
 
 
 
 
December 10, 2014, Retirement Board meeting 
 
TO:   Retirement Board 
 
FROM:  Rick Santos, Executive Director 
 

I. SUBJECT:  Contract Governing Law and Jurisdiction Policy 
 

II. ITEM NUMBER:  # 6.a. 
 

III. ITEM TYPE:  Discussion and Action 
 

IV. STAFF RECOMMENDATION:  Approve the Contract Governing Law and Jurisdiction Policy 
 

V. ANALYSIS: During negotiations to enter into an agreement with a potential investment manager, it 
was discovered that it would be desirable to have a policy in place that would mandate Contract 
Governing Law and Jurisdiction to the State of California regarding all contracts that StanCERA 
may be a party to.  In the event of any potential litigation that may occur within the scope of the 
contract, having the ability to litigate in California has certain advantages.  As a result, staff 
proposes the Governing Law and Jurisdiction Policy contained in Attachment 1.   

 
Fred Silva, General Counsel has approved the language contained in attachment 1. 

 
VI. RISK:  If StanCERA does not implement the proposed policy, it is possible that StanCERA may 

eventually be forced to litigate a potential conflict in another State or jurisdiction. 
 

VII. STRATEGIC PLAN: Strategic Objective IV:  Refine StanCERA’s business and policy practices 
in ways that enhance stakeholder awareness, the delivery of member services and the ability of 
the Organization to administer the System effectively and efficiently. 

 
VIII. BUDGET IMPACT:  None  

 
 
 
 
 
_____________________________________________________ 
Rick Santos, Executive Director 
 
 
 
_____________________________________________________ 
Kathy Herman, Fiscal Services Manager 
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1 
 

Contract Governing Law & Jurisdiction  

Purpose 

StanCERA is established in accordance with and subject to the County Employees’ Retirement Law of 

1937, section 31450, et seq., of the California Government Code (hereinafter “the 37 Act”).  For the 

purpose of carrying out the provisions of said law within Stanislaus County, California, StanCERA is 

governed by the 1937 Act as supplemented by Bylaws, Policies and Resolutions approved by the Board 

of Retirement and, when applicable, the Stanislaus County Board of Supervisors.   

This policy will clarify and set standards for the Jurisdiction and Governing Law to be required for all 

contracts, agreements, and/or partnerships entered into by the Stanislaus County Employees’ 

Retirement Association Board of Retirement.   

Policy 

Any and all contracts, agreements, and/or partnerships entered into by the Board of Retirement or its 

designee, with such adjustments and modifications as designee or Board of Retirement deem 

reasonable, shall include language as written or similarly set forth below: 

 

“This Agreement shall be construed and enforced according to the laws of the State of 

California, without regard to the provisions, policies or principles thereof relating to choice or 

conflict of laws.  The parties hereto hereby submit to the jurisdiction of the courts of the State 

of California, or of the United States of America sitting in the State of California, over any action, 

suits, or proceedings arising out of or relating to this Agreement.  Nothing herein shall affect the 

right of either party to serve process in any manner permitted by law or limit the right of either 

party to bring proceedings against the other party in the competent courts of any other 

jurisdiction or jurisdictions.”  

 

 

 

Draft 12/10/14 

 

Attachment 1 



  
 
 
 
 
 
 
December 10, 2014, Retirement Board meeting 
 
TO:   Retirement Board 
 
FROM:  Rick Santos, Executive Director 
 

I. SUBJECT:  Contract Governing Law and Jurisdiction Policy Regarding Real Estate Investments 
 

II. ITEM NUMBER:  # 6.b. 
 

III. ITEM TYPE:  Discussion and Action 
 

IV. STAFF RECOMMENDATION:  Approve the Contract Governing Law and Jurisdiction Policy 
Regarding Real Estate Investments 

 
V. ANALYSIS: During negotiations to enter into an agreement with a potential investment manager, it 

was discovered that it would be desirable to have a policy in place that would mandate Contract 
Governing Law and Jurisdiction to the State of California regarding all real estate investment 
contracts that StanCERA may be a party to.  In the event of any potential litigation that may occur 
within the scope of the contract, having the ability to litigate in California has certain advantages.  
As a result, staff proposes the Governing Law and Jurisdiction Policy Regarding Real Estate 
Investments contained in Attachment 1.   

 
One of the managers in particular could not include the general policy language in the proposed 
contract unless it specifically made reference to real estate investments.  That specific manager 
stated that it was their policy that any contract governing law or jurisdiction language in all real 
estate contracts specifically mention or point to the real estate investment itself.   
 
StanCERA special counsel Scott Smith from Hanson & Bridgett has approved the language 
contained in attachment 1. 

 
VI. RISK:  If StanCERA does not implement the proposed policy, it is possible that StanCERA may 

eventually be forced to litigate a potential conflict in another State or jurisdiction. 
 

VII. STRATEGIC PLAN: Strategic Objective IV:  Refine StanCERA’s business and policy practices 
in ways that enhance stakeholder awareness, the delivery of member services and the ability of 
the Organization to administer the System effectively and efficiently. 

 
VIII. BUDGET IMPACT:  None  

 
 
 
_____________________________________________________ 
Rick Santos, Executive Director 
 
 
 
_____________________________________________________ 
Kathy Herman, Fiscal Services Manager 
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1 
 

Contract Governing Law & Jurisdiction Policy Regarding Real Estate Investments 

Purpose 

StanCERA is established in accordance with and subject to the County Employees’ Retirement Law of 

1937, section 31450, et seq., of the California Government Code (hereinafter “the 37 Act”).  For the 

purpose of carrying out the provisions of said law within Stanislaus County, California, StanCERA is 

governed by the 1937 Act as supplemented by Bylaws, Policies and Resolutions approved by the Board 

of Retirement and, when applicable, the Stanislaus County Board of Supervisors.   

This policy will clarify and set standards for the Jurisdiction and Governing Law to be required for all Real 

Estate Investment contracts, agreements, and/or partnerships entered into by the Stanislaus County 

Employees’ Retirement Association Board of Retirement.   

Policy 

Any and all Real Estate Investment contracts, agreements, and/or partnerships entered into by the 

Board of Retirement or its designee, with such adjustments and modifications as designee or Board of 

Retirement deem reasonable, shall include language as written or similarly set forth below: 

 

“This Agreement shall be construed and enforced according to the laws of the State of 

California, without regard to the provisions, policies or principles thereof relating to choice or 

conflict of laws.  The parties hereto hereby submit to the jurisdiction of the courts of the State 

of California, or of the United States of America sitting in the State of California, over any action, 

suits, or proceedings arising out of or relating to this Agreement.  Nothing herein shall affect the 

right of either party to serve process in any manner permitted by law or limit the right of either 

party to bring proceedings against the other party in the competent courts of any other 

jurisdiction or jurisdictions.”  

 

 

 

Draft 12/10/14 

 

Attachment 1 



  
 
 
 
 
 
 
December 10, 2014, Retirement Board meeting 
 
TO:   Retirement Board 
 
FROM:  Rick Santos, Executive Director 
 

I. SUBJECT:  Pyramis Global Advisors Performance Based Fee Structure  
 

II. ITEM NUMBER:  # 6.c. 
 

III. ITEM TYPE: Discussion and Action 
 

IV. STAFF RECOMMENDATION:  Enter into a performance based fee structure agreement with 
Pyramis Global Advisors 

 
V. ANALYSIS: Recently, the Board asked staff to look into a performance based fee structure with 

Pyramis.  Staff received a proposal from Pyramis and has analyzed the arrangement (see 
attachment 1).   

 
Backtested Data 
 
In general, there is no way to ultimately determine whether a flat fee or performance based fee 
structure is in the best financial interests of StanCERA.  As a result, staff looked at all past 
performance history since 2006 for Pyramis and applied the proposed fee structure to the data on 
a prospective basis.  Staff ran 3 different analyses: 
 

1. Random 12-month consecutive historical periods – This analysis randomly chose actual 
12-month consecutive periods since 2006 and analyzed prospective costs going forward 
assuming the same excess return patterns for those consecutive 12-month periods.  In this 
analysis, the average annual total fee turned out to be approximately 32 basis points. 

2. Simple random monthly historical returns – This analysis randomly chose actual monthly 
excess returns since 2006 and analyzed prospective costs going forward using those 
random excess returns.  In this analysis, the average annual total fee again turned out to 
be approximately 32 basis points.   

3. Actual monthly consecutive returns – This analysis took actual returns since 2006 in the 
exact same monthly pattern in which they occurred and assumed that same pattern would 
repeat itself over the next 7 years.  In this case, the average annual total fee for the 7 year 
period was approximately 30 basis points. 

 
 As can be seen, in all cases, the averages from the analyses were all considerably lower than 
 our current ad valorem structure (47 basis points).  However, even though the averages were 
 below our current structure, it should be noted that there were some scenarios (years) within 
 each of the first two analyses where the total annual fee turned out to be higher than our  current 
 fee structure.  Based on a random selection of 156 annual return scenarios using actual data 
 since 2006, the following annual cost distribution using the new performance based fee 
 structure was developed:  
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Annual Fee Range*  Frequency  Probability 

          25 to 30  101  64.7% 

          30 to 35  30  19.2% 

          35 to 40  15  9.6% 

          40 to 45  5  3.2% 

          45 to 50  2  1.3% 

          50 to 55  0  0.0% 

          55 to 60  3  1.9% 
 
   * In basis points.  Current fee is approximately 47 basis points/year 
 
 
 Staff recommends entering into a performance based fee agreement with Pyramis.  However, 
 while a performance based fee structure generally produces an alignment of interests between 
 the investor and the investment manager, staff also recommends keeping an eye on the  level of 
 risk that Pyramis is taking after implementation of the performance based fee schedule.   
 
 
VI. RISK: None 

 
VII. STRATEGIC PLAN: Strategic Objective II:  Develop efficient and effective processes for the 

evaluation, monitoring and disposition of StanCERA’s active managers 
 
VIII. BUDGET IMPACT: Investment management fees are not part of the administrative budget 

 
 
 

    __________________________________________________ 
Rick Santos, Executive Director 
 
 
 
 
 

      __________________________________________________ 
Kathy Herman, Fiscal Services Manager 
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December 10, 2014, Retirement Board Meeting 
 
TO:   Retirement Board 
 
FROM:  Dawn Lea, Benefits Manager 
 

I. SUBJECT: Adoption of System Normal Retirement Age and Bona Fide Separation from Service 
Definition  

 
II. ITEM NUMBER:  6.d. 

 
III. ITEM TYPE: Discussion and Action 

 
IV. STAFF RECOMMENDATION:  We recommend that the Board: 

  
1. Adopt normal retirement ages using the IRS Safe Harbor method of age 62 for General 

members and age 50 for Safety members. 
 

2. Adopt the definition of a bona fide separation from service.  
 

V. ANALYSIS: In order for StanCERA to be in compliance with Internal Revenue Code section 401(a), 
the Board must establish a normal retirement age for both General and Safety members and define 
a bona fide separation from service for those retiring prior to normal retirement age.  
 
The normal retirement age and bona fide separation from service are used to determine when a 
retiree becomes eligible to return to work for a StanCERA covered employer after a regular service 
retirement.  If a member retires prior to normal retirement age, the IRS requires a bona fide 
separation from service before the retiree will qualify to seek part time or temporary employment (not 
to exceed 960 hours per calendar year) with any StanCERA plan sponsor.  If the retiree has not 
reached normal retirement age and fails to meet the bona fide separation from service, the Board of 
Retirement must suspend the retiree’s retirement allowance until the retiree has a bona fide 
separation from service or reaches normal retirement age.  
 
The IRS allows for the adoption of normal retirement ages using the safe harbor method which sets 
the normal retirement age for General members at 62 and the normal retirement age for Safety 
members at 50.  
 
The definition of a bona fide separation from service staff is recommending is as follows: 
 

1. The Member has not entered into any predetermined agreement (either written or unwritten) 
with the County or a participating employer under the Association prior to retirement to return 
to work after retirement, regardless of the length of the separation. 
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2. Prior to entering into an agreement to return or returning to employment with the County or a 
participating employer under the Association while retired, the Member must have a 
separation from service of at least the greater of (a) any required separation from service 
prior to return to work required under the terms of the California Public Employees’ Pension 
Reform Act of 2013 or (b) a 60 calendar day separation from service. 

 
3. The member may be employed by the County or a participating employer under the 

Association prior to the time in sections 1 and 2 for emergency situations as defined in 
Government Code section 8558 and under the PEPRA return to work restrictions.  

 
Since PEPRA restrictions are even more stringent than the bona fide separation from service set 
forth by the IRS, it is anticipated that safety members are the only retirees that could be negatively 
impacted by these changes.  Under PEPRA legislation, retiring safety members are not required to 
wait the standard 180 day waiting period before returning to a safety classification post retirement.  
However, if a safety member retires prior to the normal retirement age of 50 years, he/she would be 
required to follow the bona fide separation from service guidelines (60 days) established by the 
acceptance of this item. 

 
VI. RISK: None 

 
VII. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy practices in 

ways that enhance stakeholder awareness, the delivery of member services and the ability of the 
Organization to administer the System effectively and efficiently. 

 
VIII. BUDGET IMPACT:  

 
 
 
       
Dawn Lea, Benefits Manager 
 
 
 
       
Rick Santos, Executive Director 
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December 10, 2014, Retirement Board Meeting 
 

TO:   Retirement Board 
 

FROM:  Dawn Lea, Benefits Manager 
 

I. SUBJECT: Adoption of Model Tax Compliance Regulations Received and Approved by the IRS 
 
II. ITEM NUMBER:  # 6.e. 
 

III. ITEM TYPE: Discussion and Action 
 

IV. STAFF RECOMMENDATION:  Adopt the Resolution Adopting Tax Compliance Regulations 
for the Stanislaus County Employees’ Retirement Association (Attachment 1) 

 
V. ANALYSIS:  

 
In order to rely on the Compliance Statement issued by the IRS, StanCERA must correct the 
identified failures by adopting the model tax compliance regulations reviewed and approved 
by the IRS.  Those model regulations address the following tax issues under the Internal 
Revenue Code (the “Code”) rules for tax-qualified plans:  

 Regulation for Code Section 401(a)(9) (Required Minimum Distributions)   

Code section 401(a)(9) and IRS guidance issued under that Code section establish 
very complex rules concerning the time at which distributions of benefits to members 
and beneficiaries must commence and the period over which the benefits must be 
paid.  This model regulation provides specific distribution rules, based on good faith 
compliance with the IRS rules as permitted for governmental plans, and those rules 
are structured to provide for compliance with both the federal tax rules and the 
California state laws that apply to distributions from StanCERA.  (Attachment 2) 
  

 Regulation for Code Section 401(a)(17) (Compensation Limits) 

Code section 401(a)(17) and IRS guidance issued under that Code section provide 
limits on the amount of compensation that may be taken into account under a tax-
qualified plan for purposes of determining benefits under the plan and contributions 
made to the plan.  This model regulation details the compensation limitations that are 
applicable under the tax rules to StanCERA and provides reference to any new 
PEPRA rules that may further limit the compensation that may be used to determine 
benefits payable from StanCERA for certain members.  (Attachment 3) 

 Regulation for Code Section 401(a)(31) and 402(c) (Rollovers) 

Code sections 401(a)(31) and 402(c) and IRS guidance issued under those Code 
sections provide rules that require StanCERA to allow members and eligible 
beneficiaries to make rollovers of certain distributions received from StanCERA as 
required by the tax rules. In addition, to the extent StanCERA allows rollovers into 
StanCERA for service credit purchases [and repayment of withdrawn contributions], 
there are tax rules that apply in receiving such rollovers into StanCERA.  This 
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regulation provides the detailed processes applicable to rollovers out of and into 
StanCERA in order to meet the current tax law requirements, including recently 
issued IRS guidance applicable to rollovers. (Attachment 4) 

 Regulation for Code Section 415 (Annual Limits) 

Code section 415 and IRS guidance issued under that Code section establish very 
technical rules concerning the limitations on benefits that may be paid from a tax-
qualified defined benefit plan such as StanCERA (as well as limitations on annual 
contributions that may be made for service credit purchases or redeposit of previously 
withdrawn member contributions in certain cases).  This model regulation, which has 
been reviewed by both StanCERA’s outside tax counsel and actuary, provides 
specific rules regarding the manner in which these limitations will be calculated for 
StanCERA each year.     (Attachment 5) 

 Regulation for Code Section 401(a) (Distribution Limitations)  

Code section 401(a) and IRS guidance issued under that Code section provides that 
benefits from a tax-qualified plan such as StanCERA cannot be paid before a 
member reaches the earlier of normal retirement age or has a bona fide separation 
from service.  This model regulation provides the criteria established by StanCERA 
for determining whether a member has had a bona fide separation from service, 
incorporating references to the new PEPRA-required break in service rules and the 
required tax law restrictions. (Attachment 6)   
 

 Regulation for Code Section 401(a) (36) (Normal Retirement Age)  

Current IRS guidance under Code section 401(a)(36) requires that governmental 
plans establish a normal retirement age prior to the first plan year beginning on or 
after January 1, 2015.  The establishment of a normal retirement age is necessary to 
provide for vesting requirements and for limitations on in-service distributions prior to 
reaching normal retirement age that could occur if there is not a bona fide separation 
from service (as established under the above-described model regulations dealing 
with distribution limitations).  (Attachment 7) 

VI. RISK: None 
 

VII. STRATEGIC PLAN: Strategic Objective IV: Refine StanCERA’s business and policy 
practices in ways that enhance stakeholder awareness, the delivery of member services and 
the ability of the Organization to administer the System effectively and efficiently 

 
VIII. BUDGET IMPACT:  

 
 
    ___ __ 
Dawn Lea, Benefits Manager 
 
 
    ____ __ 
Rick Santos, Executive Director 



  

 

 
10692868.1 

RESOLUTION ADOPTING TAX COMPLIANCE REGULATIONS FOR THE 
STANISLAUS COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION  

 
 

 WHEREAS, the Board of Retirement for the Stanislaus County Employees’ Retirement 

Association (“StanCERA”) administers StanCERA for the benefit of its members and their 

beneficiaries; and  

 WHEREAS, StanCERA is intended to comply with the requirements of the Internal 

Revenue Code of 1986 (the “Code”), as amended or replaced from time to time and the regulations 

issued thereunder as applicable; and 

 WHEREAS, the Internal Revenue Service ("IRS") issued to StanCERA on January 13, 

2014, a favorable determination letter regarding its continued tax-qualified status and a related 

compliance statement under the voluntary correction program ("VCP"); and  

 WHEREAS, such favorable determination letter and VCP compliance statement are 

conditioned on the adoption of model tax compliance regulations submitted previously to the IRS 

by StanCERA; and 

 WHEREAS, it is desirable that the tax-qualified status of StanCERA be maintained through 

compliance with the IRS requirements;   

THEREFORE BE IT RESOLVED, that effective as of December 10, 2014, the following regulations 

in the form attached hereto are adopted for StanCERA:   

   Regulation for Code Section 401(a)(9) (Required Minimum  Distributions)  

   Regulation for Code Section 401(a)(17) (Compensation Limits) 

   Regulation for Code Section 401(a)(31) and 402(c) (Rollovers) 

   Regulation for Code Section 415 (Annual Additions Limits) 

   Regulation for Code Section 401(a) (Distribution Limitations)  

Attachment 1 
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   Regulation for Code Section 401(a) (36) (Normal Retirement Age)  
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REQUIRED MINIMUM DISTRIBUTION RULES
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REGULATIONS FOR IRC SECTION 401(a)(9) 
MINIMUM REQUIRED DISTRIBUTIONS 

 
SECTION I. GENERAL RULES 
 

A. Purpose and Effective Date 
 

In accordance with sections 31485.14, 31525 and 31706 of the California 
Government Code, the regulations set forth herein are effective as of January 1, 
2015 and reaffirm and clarify the existing practices of the Stanislaus County 
Employees' Retirement Association (the “Association”) with respect to the minimum 
distribution requirements under section 401(a)(9) of the Internal Revenue Code (the 
“Code”).   
 
These regulations are intended to be in accordance with the Code and the 
applicable Treasury regulations.  To the extent there is a conflict between these 
regulations and the Code and Treasury regulations, the applicable federal law will 
govern.   
 
The Association may establish reasonable procedures for complying with the 
minimum distribution requirements under section 401(a)(9) of the Code that it 
deems necessary or desirable to comply with applicable tax laws or for 
administrative purposes.   

 
B. Reasonable Good Faith Interpretation of Code 

 
In accordance with section 823 of the Pension Protection Act of 2006 (“PPA”), these 
regulations are promulgated in accordance with a reasonable good faith 
interpretation of section 401(a)(9) of the Code, and the Treasury regulations 
thereunder, as applicable to a governmental plan within the meaning of section 
414(d) of the Code.  For purposes of section 401(a)(9), Code means the Code and 
applicable Treasury regulations as they apply under a reasonable good faith 
interpretation of section 401(a)(9).   

 
C. Elections Under TEFRA § 242(b)(2)  

 
Notwithstanding the other requirements of this regulation to the contrary, 
distributions may be made under a designation made before January 1, 1984, in 
accordance with section 242(b)(2) of the Tax Equity and Fiscal Responsibility Act.   
 
Capitalized terms used in this Regulation are defined in Section VI.  Terms defined 
in the County Employees' Retirement Law of 1937 (the "CERL") apply here unless 
otherwise stated. 
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SECTION II. TIME AND MANNER OF DISTRIBUTION 
 

A. Required Beginning Date 
 

The Member’s entire interest will be distributed, or begin to be distributed, no later 
than the Member’s Required Beginning Date. 

 
B. Forms of Distribution 

 
1. Periodic And Other Forms Of Payments 

 
A Member’s entire interest in the Association shall be distributed in the form 
of RMD Annuity payments that meet the requirements of paragraph 2 of this 
subsection or in the form of a single sum or an insurance company annuity 
contract that meets the requirements of paragraph 3.a of this subsection.  
Payments may be made in a combination of these forms of payment and 
may include lump sum refunds or withdrawals of Member contributions or 
death benefits as provided in the CERL provided that these forms comply 
with a reasonable good faith interpretation of Code section 401(a)(9).  

 
2. General Rules Regarding RMD Annuities 

 
If the Member’s interest is to be paid in the form of an RMD Annuity, the 
RMD Annuity must meet the following requirements: 

 
a. Periodic 

 
RMD Annuities must be paid over equal payment intervals which 
may not be longer than one year.   

 
b. Distribution Period 

 
RMD Annuities will be paid over the life or lives of the Member 
and a beneficiary or over a period certain that does not exceed 
the maximum length of the period described in Section III or 
Section IV of this regulation. 

 
c. Increases 

 
RMD Annuities may not increase over time except in accordance 
with the rules in Section V.A. 

 
d. Change in Period Paid 

 
The period over which an RMD Annuity is paid can be changed 
only in accordance with Q&A-13 of section 1.401(a)(9)-6 of the 
Treasury regulations. 

 
e. Commencement 
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Payment of the RMD Annuity must start no later than the 
Required Beginning Date. 

 
3. Other Forms 

 
a. Annuity Contract  

 
If the Member’s interest is distributed in the form of an annuity 
contract purchased from an insurance company, distributions 
thereunder will be made in accordance with the requirements of 
Section 401(a)(9) of the Code.   

 
b. Individual Account 

 
Any part of the Member’s interest which is in the form of an 
individual account described in section 414(k) of the Code will be 
distributed in a manner satisfying the requirements of Section 
401(a)(9) of the Code that apply to individual accounts. 

 
C. Amount Required to be Distributed by Required Beginning Date and Later 

Payment Intervals. 
 

The amount that must be distributed on or before the Member’s Required Beginning 
Date is the payment that is required for one payment interval.  The second payment 
need not be made until the end of the next payment interval even if that payment 
interval ends in the next calendar year.  All of the Member’s benefit accruals as of 
the last day of the first Distribution Calendar Year will be included in the calculation 
of the amount of the annuity payments for payment intervals ending on or after the 
Member’s Required Beginning Date.  If the Member dies before distributions begin, 
the same rules apply with reference to the date distributions are required to begin 
under section IV.A.1 or IV.A.2. 

 
  
SECTION III. RMD ANNUITY DISTRIBUTIONS BEGINNING DURING MEMBER’S LIFE 
 

The following rules must be met to comply with the requirements of the Code and this 
regulation for RMD Annuities that begin during the Member’s lifetime.   

 
A. Single Life RMD Annuity 

 
An RMD Annuity that begins no later than the Required Beginning Date and is paid 
for the Member’s lifetime only, with no benefits paid to any other person, meets the 
requirements of the Code and this regulation. 

 
B. Joint and Survivor RMD Annuity - Death of Member After Benefits Begin 

 
If Member dies after RMD Annuity payments have commenced to the Member, then 
distributions must continue to be made over the remaining period over which 
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distributions commenced in accordance with the schedule of payments made to the 
Member.  Reasonable delay for administration may occur, but in this case payments 
that should have been made in accordance with the original payment schedule must 
be made with the first resumed payment. 

 
C. Joint and Survivor RMD Annuity With Spouse as the Sole Beneficiary 

 
An RMD Annuity that begins no later than the Required Beginning Date and is paid 
for the Member’s lifetime and the lifetime of the Member’s surviving Spouse, with no 
benefits paid to any other person, meets the requirements of the Code and this 
regulation regardless of the difference in age of the Member and the Member’s 
Spouse.   

 
D. Joint and Survivor RMD Annuity When the Sole Beneficiary Is Not the Member’s 

Spouse 
 

1. Limit on Percentage of Member’s RMD Annuity Paid to Non-Spouse Beneficiary  
 

The survivor annuity percentage of an RMD Annuity that begins no later than 
the Required Beginning Date and is paid for the Member’s lifetime and the 
lifetime of a beneficiary other than the Member’s surviving Spouse must not 
at any time exceed the applicable percentage of the RMD Annuity payment 
during the Member’s lifetime, using the table set forth in Treasury regulation 
section 1.401(a)(9)-6, Q&A-2(c)(2), as determined in the manner described 
in Q&A-2(c)(1).  This Treasury Regulation requires that the RMD Annuity 
payable to the Member’s beneficiary after the Member’s death not exceed 
the percentage of the RMD Annuity payable to the Member during the 
Member’s life specified in the table if the adjusted age difference between 
the Member and the beneficiary is more than 10 years.  

 
2. Rule Regarding Children of Member 

 
Under a good faith interpretation of the Code and Treasury regulations 
section 1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in 
retirement benefits created by the California Constitution, if a survivor benefit 
is payable to a surviving child of the Member for a limited period of time 
(such as until the child reaches the age of 22), the survivor benefit shall be 
treated as payable solely to the surviving Spouse of the Member. 

 
3. Rule Regarding Other Beneficiaries 

 
Solely to the extent required by section 401(a)(9) of Title 26 of the United 
States Code and under a good faith interpretation of the Code and Treasury 
regulations section 1.401(a)(9)-6, Q&A-2(c) and taking into account the 
vested rights in retirement benefits created by the California Constitution, if a 
survivor benefit is payable to a person other than a surviving Spouse of the 
Member (or surviving child under paragraph 2 of this subsection D), then the 
present value (if any) of any benefit that would be in excess of the amount 
that can be paid in accordance with such regulation shall be paid to such 
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person in a lump sum payment no later than one year after such person 
becomes entitled to survivor benefits.   

 
E. Period Certain RMD Annuity 

 
1. Spouse is the Sole Beneficiary 

 
If the Member’s sole beneficiary is the Member’s surviving Spouse, and the 
form of distribution is a period certain with no life annuity, the period certain 
may not exceed the joint life and last survivor expectancy of the Member and 
Spouse as determined in accordance with the Joint and Last Survivor Table 
set forth in section 1.401(a)(9)–9, Q&A-3, of the Treasury Regulations, using 
the Member’s and Spouse’s ages as of the Member’s and Spouse’s 
birthdays in the calendar year that contains the Annuity Starting Date. 

 
2. Spouse is Not the Sole Beneficiary 

 
When the Member’s surviving Spouse is not the sole beneficiary then the 
period certain may not exceed the period established under the Uniform 
Lifetime Table in Q&A-2 of Treasury regulations section 1.401(a)(9)-9 for the 
calendar year that contains the Annuity Starting Date.  If the Member is 
younger than age 70 in that year, then the distribution period for the Member 
is the distribution period for age 70 increased by the difference between 70 
and the age of the Member in the year of the Annuity Starting Date.  Also 
see below regarding Designated Beneficiaries. 

 
3. Rule Regarding Children of Member 

 
Under a good faith interpretation of the Code and Treasury regulations 
section 1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in 
retirement benefits created by the California Constitution, the period certain 
distribution rules shall not apply to survivor benefits payable to children of 
the Member but the rules of section III.D above shall apply. 

 
4. Rule Regarding Other Beneficiaries 

 
Under a good faith interpretation of the Code and Treasury regulations 
section 1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in 
retirement benefits created by the California Constitution, if a period certain 
survivor benefit is payable to a person other than a surviving Spouse of the 
Member, then the present value (if any) of any benefit that would be in 
excess of the amount that can be paid in accordance with such regulation 
shall be paid to such person in a lump sum payment no later than one year 
after such person becomes entitled to a survivor benefit. 

 
 
SECTION IV. DISTRIBUTIONS WHEN MEMBER DIES BEFORE BENEFITS BEGIN 
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If a Member dies before distributions begin, distributions after the death of the Member 
must meet the following requirements: 

 
A. When Distributions Must Begin 

 
1. Spouse is the Sole Designated Beneficiary 

 
If the Member’s sole Designated Beneficiary is the Member’s surviving 
Spouse, then, except as provided in paragraph 5 of this subsection A, 
distributions to the surviving Spouse must begin by December 31 of the 
calendar year immediately following the calendar year in which the Member 
died or, if later, by December 31 of the calendar year in which the Member 
would have reached age 70 1/2. 

 
2. Spouse is not the Sole Designated Beneficiary 

 
If the Member’s sole Designated Beneficiary is not the Member’s surviving 
Spouse, then, except as provided in paragraph 5 of this subsection A, 
distributions to the Designated Beneficiary must begin by December 31 of 
the calendar year immediately following the calendar year in which the 
Member died. 

 
3. No Designated Beneficiary 

 
If there is no Designated Beneficiary as of September 30 of the year 
following the year of the Member’s death, then distributions of the Member’s 
entire interest must be completed by December 31 of the calendar year that 
contains the fifth anniversary of the Member’s death. 

 
4. Death of Surviving Spouse Who Is the Sole Designated Beneficiary 

 
If the Member’s surviving Spouse is the Member’s sole Designated 
Beneficiary and the surviving Spouse dies after the Member but before 
distributions to the surviving Spouse are required to begin, then this section 
IV.A, other than section IV.A.1 applies as if the surviving Spouse were the 
Member. 

 
5. Election of Five Year Rule 

 
A Designated Beneficiary may elect, at the time and in the manner 
determined by the Association, to have the five year rule of section IV.A.3 
apply, but solely to the extent that the Designated Beneficiary may elect, 
under the CERL, a benefit which will be paid in the required time period. 

 
B. When Distributions Are Considered to Begin 

 
For purposes of this Section IV, unless Section IV.A.4 applies, distributions are 
considered to begin on the Member’s Required Beginning Date.  If Section IV.A.4 
applies, distributions are considered to begin on the date distributions are required 
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to begin to the surviving Spouse under Section IV.A.1.  If distributions under an 
RMD Annuity meeting the requirements of this regulation commence to the Member 
before the Member’s Required Beginning Date (or to the Member’s surviving 
Spouse before the date distributions are required to begin to the surviving Spouse 
under Section IV.A.1), the date distributions are considered to begin is the date 
distributions actually commence. 

 
C. Length of Distribution Period 

 
1. Member Is Survived by a Designated Beneficiary 

 
a. General Rule 

 
If the Member is survived by a Designated Beneficiary, the 
Member’s entire interest in the Association shall be distributed 
over the life of the Designated Beneficiary or over a period 
certain that does not exceed the period specified in C.1.b 

 
b. Period Certain 

 
The period certain in C.1.a may not exceed the Designated 
Beneficiary’s life expectancy determined using the Single Life 
Table in Treasury regulations section 1.401(a)(9)-9, Q&A-1.  If 
the Annuity Starting Date is in the first Distribution Calendar 
Year, the life expectancy shall be determined using the 
Designated Beneficiary’s age as of the beneficiary’s birthday in 
the calendar year immediately following the calendar year of the 
Member’s death.  If the Annuity Starting Date is before the first 
Distribution Calendar Year, then the life expectancy is 
determined using the Designated Beneficiary’s age in the 
calendar year that contains the Annuity Starting Date. 

 
2. No Designated Beneficiary  

 
If there is no Designated Beneficiary as of the September 30 of the year 
following the year of the Member’s death, distribution of the Member’s entire 
interest must be completed by December 31 of the calendar year containing 
the fifth anniversary of the Member’s death. 

 
3. Death of Surviving Spouse Before Distributions To Spouse Begin 

 
If the Member’s surviving Spouse is the Member’s sole Designated 
Beneficiary, and the surviving Spouse dies before distributions to the 
surviving Spouse begin, this Section IV.C shall apply as if the surviving 
Spouse were the Member, except that the time that distributions are required 
to begin is determined without regard to Section IV.A.1.  
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SECTION V. SPECIAL RULES 
 

A. RMD Annuity Payment Increases 
 

RMD Annuity payments will either not increase over time or increase only as 
follows: 

 
1. Cost of Living Adjustments 

 
a. Annual COLA Increases 

 
RMD Annuity payments may increase by an annual percentage 
that does not exceed the percentage increase in an eligible cost-
of-living index, as defined in Q&A-14(b) of section 1.401(a)(9)-6 
of the Treasury regulations, for a 12-month period ending in the 
year during which the increase occurs or a prior year. 

 
b. Cumulative COLA Increases 

 
RMD Annuity payments may increase by a percentage increase 
that occurs at specified times and does not exceed the 
cumulative total of annual percentage increases in an eligible 
cost-of-living index, as defined in the preceding paragraph since 
the Annuity Starting Date, or if later, the date of the most recent 
percentage increase. 

  
c. Additional COLA Increases 

 
Under a good faith interpretation of the Code and Treasury 
regulations section 1.401(a)(9)-6, Q&A-2(b) and taking into 
account the vested rights in retirement benefits created by the 
California Constitution, RMD Annuity payments may increase by 
a percentage or amount that is determined by the Association, in 
accordance with the CERL, to represent an appropriate amount 
to take account of cost of living increases affecting retirees or 
beneficiaries.   

 
2. “Pop-Up’s” 

 
RMD Annuity Payments may increase to the extent of the reduction in the 
amount of the Member’s payments to provide for a survivor benefit, but only 
if there is no longer a survivor benefit because the beneficiary whose life was 
being used to determine the distribution period dies or is no longer the 
Member’s beneficiary pursuant to a domestic relations order under 
applicable state law. 

 
3. Single Sum Distribution 
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RMD Annuity Payments may increase to the extent necessary to allow a 
beneficiary to convert the survivor portion of a joint and survivor annuity into 
a single sum distribution upon the Member’s death or under a good faith 
interpretation of the Code and Treasury regulations section 1.401(a)(9)-6, 
Q&A-14(a)(5) and taking into account the vested rights in retirement benefits 
created by the California Constitution, to allow a beneficiary to select a lump 
sum distribution of all or part of the Member’s interest under the Association 
as provided in the CERL. 

 
4. Plan Amendment 

 
Benefits may increase if they result from an amendment to, or interpretation 
of, the CERL, the California Government Code or any other applicable law 
governing benefits for Members or from an ordinance, resolution or 
regulation pursuant to such law.   

 
5. Other Benefits 

 
Benefits may increase (i) to the extent increases are permitted in accordance 
with paragraph (c) or (d) of Q&A-14 of section 1.401(a)(9)-6 of the Treasury 
regulations dealing with additional permitted increases for annuity payments 
under annuity contracts purchased from an insurance company and 
additional permitted increases for annuity payments from a qualified trust; (ii) 
pursuant to Article 5.5 of the CERL dealing with the Supplemental Retiree 
Benefit Reserve; (iii) pursuant to Section 31691.1 of the CERL; and (iv) 
pursuant to sections 31681.1 et. seq., and 31739 et. seq. of the CERL. 

 
B. Additional Accruals After First Distribution Calendar Year 

 
Any additional benefits accruing to the Member in a calendar year after the first 
Distribution Calendar Year will be distributed beginning with the first payment 
interval ending in the calendar year immediately following the calendar year in which 
such benefit accrues. 

 
C. Domestic Relations Orders 

 
Under a good faith interpretation of the Code and Treasury regulations section 
1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in retirement 
benefits created by the California Constitution, if Article 8.4 of the CERL applies 
(relating to the establishment of separate accounts under domestic relations orders), 
then both the Member and the Member’s former Spouse shall be deemed to be 
separate Members of the System for purposes of these regulations and section 
401(a)(9) of the Code. 

 
D. Reciprocal Member 

 
Under a good faith interpretation of the Code and Treasury regulations section 
1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in retirement 
benefits created by the California Constitution, if a deferred Member is a current 
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employee and a member of  another retirement system with which the Association 
has reciprocity under California law, then for purposes of determining the Required 
Beginning Date under the Association the Member shall be treated as a current 
employee of the Association and as such, as if he or she had not retired, even if he 
or she has attained age 70½.  

 
E. Public Safety Member Killed In Line of Duty 

 
Under a good faith interpretation of the Code and Treasury regulations section 
1.401(a)(9)-6, Q&A-2(b), and taking into account the vested rights in retirement 
benefits created by the California Constitution, any additional retirement benefits 
paid under CERL section 31787.5 to the surviving Spouse of a public safety 
Member killed in the line of duty shall not be limited by Code section 401(a)(9) 
because they shall be treated as incidental death benefits. 

 
F. Rollovers 

 
Amounts that are required minimum distributions cannot be rolled over to another 
qualified retirement plan or other tax-favored vehicle.  The amount that cannot be 
rolled over shall be determined in accordance with Treasury regulations section 
1.402(c)-2, Q&A-7. 

 
G. Payments to Surviving Child Treated as Made to Surviving Spouse 

 
Solely to the extent required by section 401(a)(9) of Title 26 of the United States 
Code and under a good faith interpretation of the Code and Treasury regulations 
section 1.401(a)(9)-6, Q&A-2(c) and taking into account the vested rights in 
retirement benefits created by the California Constitution, for purposes of Code 
section 401(a)(9) and these regulations, payments to a Member’s surviving child in 
accordance with the requirements of Q&A-15 of section 1.401(a)(9)-6 of the 
Treasury regulations shall be treated as if such payments had been made to the 
Member’s surviving Spouse to the extent the payments become payable to the 
surviving Spouse upon the child’s attainment of the age of majority, as determined 
in accordance with Q&A-15 of section 1.401(a)(9)-6 of the Treasury regulations, or 
upon the occurrence of such other event specified in Q&A-15 of section 1.401(a)(9)-
6 of the Treasury regulations, or as otherwise specified in IRS guidance under 
section 401(a)(9) of the Code. 

 
 

SECTION VI DEFINITIONS 
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A. Annuity Starting Date 
 

“Annuity Starting Date” means the first day of the first period for which a retirement 
benefit is payable as an RMD Annuity or, in the case of a retirement benefit not 
payable in the form of an RMD Annuity, the first day on which all events have 
occurred which entitle the Member to payment. 

 
B. Designated Beneficiary 

 
“Designated Beneficiary” means the individual who is designated by the Member (or 
the Member’s surviving Spouse) as the beneficiary of the Member’s interest under 
the Association and who is the designated beneficiary under section 401(a)(9) of the 
Code and section 1.401(a)(9)-4 of the Treasury regulations.  Accordingly, entities 
other than individuals, such as the Member’s estate or a trust, cannot be a 
Designated Beneficiary of a Member’s interest in the Association.  However, the 
individuals who are beneficiaries under a designated trust shall be treated as 
Designated Beneficiaries for purposes of determining the distribution period under 
this regulation and Code section 401(a)(9) if all of the applicable requirements of 
Treasury regulation section 1.401(a)(9)-4, Q&A-5(b) are met.  If all of such 
applicable requirements are not met, then the distribution of the Member’s entire 
interest must be completed by December 31 of the calendar year containing the fifth 
anniversary of the Member’s death.   

 
C. Distribution Calendar Year 

 
“Distribution Calendar Year” means a calendar year for which a minimum 
distribution is required.  For distributions beginning before the Member’s death, the 
first Distribution Calendar Year is the calendar year immediately preceding the 
calendar year which contains the Member’s Required Beginning Date.  For 
distributions beginning after the Member’s death, the first Distribution Calendar Year 
is the calendar year in which distributions are required to begin pursuant to Section 
IV.A of this regulation. 

 
D. Required Beginning Date 

 
“Required Beginning Date” means April 1 of the calendar year following the later of 
the calendar year in which the Member attains age 70½ or the calendar year in 
which the Member retires. 

  
E. RMD Annuity 

 
“RMD Annuity” means, for purposes of the required minimum distribution rules in 
section 401(a)(9) of the Code, a distribution form providing for periodic payments for 
a specified period of time.  “RMD Annuity” for purposes of this regulation does not 
mean “annuity” as defined in the County Employee Retirement Law but instead 
means a retirement benefit that is payable by the Association. 
 

F. Spouse 
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Effective June 26, 2013, consistent with Federal tax rules, the term “Spouse” means 
a person who is lawfully married under California law, including marriages 
recognized under California Family Code section 308 that were entered into in 
another jurisdiction (another state, the District of Columbia, a United States territory 
or a foreign jurisdiction) which also include marriages of same-sex individuals that 
were validly entered into in another jurisdiction whose laws authorize the marriage 
of two individuals of the same sex even if the married couple is domiciled in a 
jurisdiction that does not recognize the validity of same-sex marriage.  In 
accordance with Federal tax rules, the term “Spouse” does not include individuals 
who have entered into a registered domestic partnership, civil union, or other similar 
formal relationship recognized under the law of another jurisdiction that is not 
denominated as a marriage under the laws of that state (whether opposite-sex or 
same-sex relationships).   
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REGULATIONS FOR IRC SECTION 401(a)(17)  
COMPENSATION LIMIT 

 
SECTION I. PURPOSE AND SCOPE 
 

In accordance with section 31525 and section 31671 of the California Government 
Code, the regulations set forth herein are effective as of January 1, 2015 and reaffirm 
and clarify the existing practices of the Stanislaus County Employees' Retirement 
Association (the “Association”) with respect to the limit on annual compensation under 
section 401(a)(17) of the Internal Revenue Code (the “Code”).  For these regulations, 
the Code includes Treasury regulations issued under section 401(a)(17).   
 
These regulations are intended to be in accordance with the Code and the applicable 
Treasury regulations.  To the extent there is a conflict between these regulations and the 
Code and Treasury regulations, the applicable federal law will govern.   
 
The Association may establish reasonable procedures for complying with the limit on 
annual compensation under section 401(a)(17) of the Code that it deems necessary or 
desirable to  comply with applicable tax laws or for administrative purposes. 
 
Terms defined in the County Employees' Retirement Law of 1937 (the "CERL") apply 
here unless otherwise stated. 

 
SECTION II. LIMITATION ON ANNUAL COMPENSATION EARNABLE 

 
A. In General 

 
1. Annual Compensation Earnable Limit 

 
The annual amount of compensation that is taken into account in 
determining all benefits provided by the Association to affected Members 
for any year, which is referred to in the CERL and in these Regulations as 
“Compensation Earnable”, shall in no event be greater than the amount 
allowed by Code section 401(a)(17) adjusted in accordance with the 
Code for increases in the cost of living. This limit has been increased by 
cost of living adjustments to $260,000 for 2014.  This limit is called the 
Annual Compensation Earnable Limit in these regulations.  (Certain 
Members may also be subject to the limitation on Compensation Earnable 
under Government Code Section 7522.10(c) and (d) which would 
produce a lower limit than the limit under section 401(a)(17) of the Code.)  

 
2. Members Affected By the Annual Limit 

 
a. Not Applicable to Pre-July 1, 1996 for Association Members 

 
The Annual Compensation Earnable Limit does not apply to any 
individual who first became a Member of the Association prior to 
July 1, 1996.  
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b. Applies to New Members of the Association On and After July 1, 
1996 

 
In accordance with Government Code section 31671, the Annual 
Compensation Earnable Limit shall apply to all individuals who 
first become Members of the Association on or after July 1, 1996.  

 
c. Date First Becomes a Member 

 
An individual first becomes a Member on the date that a Member 
first became a Member in the Association, regardless of whether 
the Member terminated and resumed participation in the 
Association at a later date. 

  
B. Operational Rules, In General 

 
This section applies to Members who are not grandfathered under section A,2,a. 

 
1. Limited Compensation Earnable  

 
All Compensation Earnable that would be taken into account for 
determining benefits provided by the Association without regard to these 
regulations is subject to the Annual Compensation Earnable Limit.  Such 
Compensation Earnable is not limited to salary or to base salary. 

 
2. Benefits Affected by the Limit 

 
The Annual Compensation Earnable Limit applies to the determination of 
all benefits provided by the Association including pensions, annuities, 
retirement allowances, death benefits, disability benefits, refunds and 
withdrawals that are determined by member contributions (including such 
contributions that are or may have been in the past “picked up” by the 
employer) and earnings thereon. 

 
3. Compensation Earnable from More Than One Employer 

 
If Compensation Earnable from more than one employer that participates 
in the Association is taken into account in determining a Member’s 
benefits, the Annual Compensation Earnable Limit shall apply separately 
to the Compensation Earnable from each employer.  For example, if the 
Compensation Earnable Limit is $260,000 for the year and the Member 
has Compensation Earnable of $200,000 from one participating employer 
and $100,000 from another participating employer, the unreduced total 
Compensation Earnable from each employer may be taken into account.  
The Annual Compensation Earnable Limit does not apply to the 
aggregate of Compensation Earnable earned from all employers that 
participate in the Association. 
 

4. Proration for Short Plan Year 
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If a plan year consists of fewer than 12 months, the Annual 
Compensation Earnable Limit is an amount equal to the otherwise 
applicable Annual Compensation Earnable Limit multiplied by a fraction, 
the numerator of which is the number of months in the short plan year, 
and the denominator of which is 12.  No proration is required for 
participation of less than a full plan year. 

 
5. Reciprocity and New Membership in the Association  

 
An individual who becomes a Member of the Association on or after July 
1, 1996, and who has reciprocity with another public sector retirement 
plan nevertheless is a new Member of the Association.  Membership 
before July 1, 1996 in another retirement plan with which the Association 
has reciprocity does not create pre-July 1, 1996 Association membership 
for purposes of the Annual Compensation Earnable Limit. 

 
6. Reciprocity and Prior Membership In the Association 

 
A person who was a grandfathered Member of the Association prior to 
July 1, 1996 under section A,2,a, who terminated employment with an 
employer that participated in the Association, remains a Member of the 
Association prior to July 1, 1996.  Therefore, if the Member established 
reciprocity between another public sector retirement plan and the 
Association, any higher Compensation Earnable that is earned under the 
other plan shall be taken into account by the Association in accordance 
with the rules of reciprocity and that Compensation Earnable shall not be 
limited by the Annual Compensation Earnable Limit.  

 
7. Relationship Between Section 415 Limit and Compensation Earnable Limit 

 
The limits of Code section 415 and Code section 401(a)(17) are separate 
and independent.  Each limit is operated according to its own rules and 
applies separately.  Therefore, the Annual Compensation Earnable Limit 
may apply to a Member and the Code section 415 limit may not apply.  
Similarly, the Code section 415 limit may apply to a Member and the 
Annual Compensation Earnable Limit may not apply.  Also, both of these 
limits may apply to the same Member. 

 
8. Clarification Concerning Member Contributions 

 
Because Member contributions are the basis for benefits provided by the 
Association, Member contributions shall not be made by taking into 
account Compensation Earnable in excess of the Annual Compensation 
Earnable Limit. To the extent the provisions of the California Public 
Employees' Pension Reform Act of 2013 ("PEPRA"), including 
Government Code Section 7522.10(h) include greater limitations on the 
manner in which Member contributions may be calculated, such limits 
shall apply to the calculation of Member contributions.   
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9. General Plan Year Rule for Determining the Limit 

 
If Compensation Earnable for any prior plan year is taken into account in 
determining a Member's benefits for the current plan year, the 
Compensation Earnable for such prior plan year is subject to the 
applicable Annual Compensation Earnable Limit in effect for that prior 
plan year.  In addition, in determining benefits for plan years beginning on 
or after January 1, 2002, the Annual Compensation Earnable Limit in 
effect for plan years beginning before that date is $200,000. 

 
 
SECTION III. PLAN YEAR AND COST OF LIVING ADJUSTMENTS 
 

A. Annual Adjustment for Cost-of-Living Increases 
 

The Annual Compensation Earnable Limit may be adjusted annually by the 
Internal Revenue Service for cost of living changes in accordance with the Code. 

 
B. General Rule--Application of Limit to a Plan Year 

 
In general, the Annual Compensation Earnable Limit is applied to the 
Compensation Earnable for the plan year on which accruals of benefits from the 
Association are based. 

 
C. Plan Year Compensation Earnable  

 
1. General Rule 

 
To the extent that the Association determines Compensation Earnable for 
benefit accruals for a plan year based on Compensation Earnable for the 
plan year, then the Annual Compensation Earnable Limit that applies for 
that plan year is the limit in effect for the calendar year in which the plan 
year begins. Since the Association’s plan year corresponds to the fiscal 
year beginning on the first day of July, the Compensation Earnable used 
to determine all benefit accruals for each plan year is limited to the 
Annual Compensation Earnable Limit in effect as of January 1 of the 
calendar year in which the plan year begins.  

 
2. Member Contributions 

 
Since the Association’s plan year is the fiscal year beginning on the first 
day of July, Compensation Earnable used to determine Member 
contributions for each plan year shall be limited to the Annual 
Compensation Earnable Limit in effect as of January 1 of the calendar 
year in which the plan year begins. 
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D. Examples 
 

1. Example - Retirement Allowance 
 

The retirement allowance provided by the Association for certain 
Members is based on the highest 12 consecutive months of 
Compensation Earnable ending within the plan year.  The Annual 
Compensation Earnable Limit was $250,000 for the 2012 calendar year 
and $255,000 for the 2013 calendar year.  A Member retires in May, 
2013.  The Member’s highest 12 consecutive months of Compensation 
Earnable is for the period May 1, 2012 through April 30, 2013.  The 
annual Compensation Earnable used for determining this Member’s 
benefits for the 2013 year is limited to $250,000, not $255,000, because 
this is the limit in effect for the calendar year in which the 12-consecutive 
month period began. 
 
For some Members of the Association, including Members subject to the 
requirements enacted under the Public Employees' Pension Reform Act 
of 2013 ("PEPRA"), the retirement allowance provided by the Association 
is based on the highest 36 consecutive months of Compensation 
Earnable ending within the plan year.  The Annual Compensation 
Earnable Limit was $245,000 for 2011, $250,000 for 2012, and $255,000 
for 2013.  A Member retires in May 2014. The Member has $300,000 per 
year ($25,000 per month) of Compensation Earnable during the 
Member’s highest 36 consecutive months of Compensation Earnable for 
the period May 1, 2011 through April 30, 2014.  The Association may not 
base the Member’s benefits for 2014 on annual Compensation Earnable 
in excess of $250,000, the average of the limits in effect for each of the 
three 12-consecutive month periods: the May 1, 2011 through April 30, 
2012 period is capped at $245,000, the 2011 limit; the May 1, 2012 
through  April 30, 2013 is capped at $250,000, the 2012 limit; and the 
May 1, 2013 through April 30, 2014 is capped at $255,000, the 2013 limit. 
The average of these capped amounts is the Annual Compensation 
Earnable Limit for determining benefits for the 2014 plan year for a 
member who retires in May, 2014 because that is the limit for the 
calendar year in which the member’s average compensation earnable 
begins. 

 
2. Example: Member Contributions 

 
The refund or withdrawal benefits from Member contributions are accrued 
on an annual basis.  The Annual Compensation Earnable Limit was 
$245,000 for the 2011 calendar year; $250,000 for the 2012 calendar 
year; and $255,000 for the 2013 calendar year.  
 
Since the Association’s plan year corresponds to the fiscal year, the 
Annual Compensation Earnable Limit was $245,000 for the entire plan 
year beginning July 1, 2011 and ending June 30, 2012; $250,000 for the 
entire plan year beginning July 1, 2012 and ending June 30, 2013; and 
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$255,000 for the entire plan year beginning July 1, 2013 and ending June 
30, 2014.  
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REGULATIONS FOR IRC SECTION 402(c) ROLLOVERS 
 

SECTION I. PURPOSE AND SCOPE 

In accordance with section 31485.15 and section 31525 of the California 
Government Code, the regulations set forth herein are effective as of January 1, 
2015, and reaffirm and clarify the existing practices of the Stanislaus County 
Employees' Retirement Association (the “Association”) with respect to rollovers 
into and out of the Association in accordance with the Internal Revenue Code 
(the “Code”).  For these regulations, Code includes the Treasury regulations 
issued under the Code.     

These regulations are intended to be in accordance with the Code and the 
applicable Treasury regulations.  To the extent there is a conflict between these 
regulations and the Code and Treasury regulations, the applicable federal law 
will govern.   
 
The Association may establish any reasonable procedures for paying rollover 
distributions or accepting rollover contributions that it deems necessary or 
desirable for complying with applicable tax laws or for administrative purposes. 

Terms defined in the County Employees' Retirement Law of 1937 (the"CERL") 
apply here unless otherwise stated. 

 
SECTION II. ROLLOVER DISTRIBUTIONS FROM THE ASSOCIATION 

A. Rollovers 

1. Direct Rollover 

A "Direct Rollover" is that portion of an Eligible Rollover Distribution that the 
Association pays directly to an Eligible Retirement Plan, and may also be 
referred to as a trustee-to-trustee transfer to an Eligible Retirement Plan, at 
the direction of an Eligible Individual. 

2. Indirect Rollover 

An "Indirect Rollover" is that portion of an Eligible Rollover Distribution that the 
Association pays directly to an Eligible Individual.   

B. Eligible Individuals 

1. Eligible Individual 

Only an "Eligible Individual” may elect a Direct Rollover.  An "Eligible 
Individual" is:  

a. Terminated From Employment 
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A Member who has terminated employment from the County (or other 
agency covered by the Association) and who is eligible to withdraw his or 
her accumulated Member contributions under the Association; 

b. Surviving Spouse 

A deceased Member's surviving Spouse;  

c. Alternate Payee 

A Member's or former Member's Spouse or former Spouse who is the 
alternate payee under a domestic relations order, as defined in Code 
section 414(p), with regard to the interest of the Spouse or former 
Spouse; and 

d. Non-Spouse Beneficiary 

A deceased Member’s non-spouse beneficiary who is a "designated 
beneficiary" under Code section 401(a)(9)(E), subject to the non-spouse 
beneficiary provisions in Section II.G. 

2. Spouse 

Effective June 26, 2013, consistent with Federal tax rules, the term “Spouse” 
means a person who is lawfully married under California law, including 
marriages recognized under California Family Code section 308 that were 
entered into in another jurisdiction (another state, the District of Columbia, a 
United States territory or a foreign jurisdiction) which also include marriages of 
same-sex individuals that were validly entered into in another jurisdiction 
whose laws authorize the marriage of two individuals of the same sex even if 
the married couple is domiciled in a jurisdiction that does not recognize the 
validity of same-sex marriage.  In accordance with Federal tax rules, the term 
“Spouse” does not include individuals who have entered into a registered 
domestic partnership, civil union, or other similar formal relationship 
recognized under the law of another jurisdiction that is not denominated as a 
marriage under the laws of that state (whether opposite-sex or same-sex 
relationships).   
 

C. Payments that Can and Cannot be Rolled Over 

1. Eligible Rollover Distribution Required 

The Association will pay a Direct Rollover on behalf of an Eligible Individual 
only if the payment is an "Eligible Rollover Distribution." 
 

2. Eligible Rollover Distribution Defined 

An "Eligible Rollover Distribution" is any distribution to an Eligible Individual of 
all or any portion of the amount credited to the Eligible Individual under the 
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Association.  These amounts may include (a) refunds of Member contributions 
plus accumulated interest, or (b) one-time lump sum death benefit payments. 

3. After-Tax Portion 

The portion of a distribution that consists of after-tax Member contributions 
may be rolled over if the after-tax funds are transferred in a direct trustee-to-
trustee transfer to (a) a qualified trust or (b) an annuity contract described in 
Code Section 403(b).  After-tax Member contributions may also be rolled over 
to an individual retirement account or annuity described in Code Section 
408(a) or (b). The qualified trust or annuity contract must separately account 
for the transferred after-tax amounts, and must also separately account for the 
earnings on the after-tax amounts.  

4. Exclusions From Eligible Rollover Distributions 

An Eligible Rollover Distribution does not include the following kinds of 
payments: 

a.  Periodic Payments 

Payments that are part of a series of substantially equal periodic 
payments (i) made at least once per year over the life (or life expectancy) 
of the Eligible Individual or the life (or life expectancy) of the Eligible 
Individual and his or her designated beneficiary, or (ii) made for a period 
of 10 years or more; or 

b. Required Distributions 

Payments that are "required minimum distributions" under Code Section 
401(a)(9). 

D. Eligible Retirement Plans 

1. Payment to Eligible Retirement Plan 

The Association will pay an Eligible Rollover Distribution directly to an “Eligible 
Retirement Plan.” 

2. Eligible Retirement Plan Defined 

An “Eligible Retirement Plan” is: 

a. An annuity plan described in Code Section 403(a);  

b. An annuity contract described in Code Section 403(b); 

c. A governmental eligible deferred compensation plan described in 
Code Section 457(b) that agrees to separately account for amounts 
transferred into such plan from the Association, 
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d. An individual retirement annuity described in Code Section 408(a); 

e. An individual retirement account described in Code Section 408(b); 

f. A Roth IRA described in Code Section 408A; or 

g. A qualified trust described in Code section 401(a) (including defined 
benefit pension plans and defined contribution plans such as 401(k) 
plans, profit sharing plans, and money purchase plans).   

3. Certain Exclusions 

An Eligible Retirement Plan does not include, and a rollover cannot be made 
to, a SIMPLE IRA or a Coverdell Education Savings Account. 

E. Direct Rollovers 

1. Withholding and Direct Rollovers 

The Association will not withhold any federal or state income taxes from a 
Direct Rollover.  The only exception is that the Association will withhold 
federal or state income taxes from a Direct Rollover to a Roth IRA if the 
Eligible Individual requests that withholding on a form and in the manner 
prescribed by the Association. 

2. Administrative Requirements, In General 

An Eligible Individual who requests a Direct Rollover must complete a 
distribution form in the manner and form that the Association prescribes.  The 
Association may require the Eligible Individual to provide any reasonable 
information and/or documentation for purposes of administering the Direct 
Rollover in accordance with the Code. 

3. Rollover Check 

The Eligible Individual must provide the Association with the name of the 
Eligible Retirement Plan to which the rollover check will be made payable for 
his or her benefit.  If the Eligible Individual so chooses, the Association will 
provide this rollover check directly to the Eligible Individual who will be 
responsible for delivering the check to the recipient IRA or plan.   

4. Eligible Individual’s Responsibility Re Recipient Plan 

The Eligible Individual is responsible for ensuring that any Eligible Retirement 
Plan that he or she has designated to receive the Eligible Individual’s 
distribution from the Association in a Direct Rollover is an Eligible Retirement 
Plan that will accept and receive the rollover on his or her behalf in 
accordance with the applicable tax rules. 

5. Time of Payment 
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The Association will pay a Direct Rollover on behalf of an Eligible Individual as 
soon as is reasonably and administratively practicable in accordance with its 
withdrawal and/or death benefit payment processes. 

 

F. Indirect Rollovers 

1. Choice of Indirect Rollover 

An Eligible Individual, other than a non-spouse beneficiary, may also choose 
to receive a rollover payment as an Indirect Rollover. 

2. Indirect Rollover  Withholding 

An Indirect Rollover is subject to 20% federal income tax withholding and any 
applicable state withholding.  The Association will withhold and deduct these 
taxes on behalf of the Eligible Individual as prescribed by federal and 
applicable state law.   

3. Eligible Individual’s Responsibility Re Recipient Plan 

It is the responsibility of the Eligible Individual to roll over all or some portion of 
his or her Indirect Rollover payment to an IRA or eligible employer plan within 
60 days if he or she wants the payment to qualify as a rollover for tax 
purposes.  If an Eligible Individual wants to roll over 100% of the payment, the 
Eligible Individual must replace the 20% that was withheld for federal income 
taxes (and any applicable state withholding) with other money. 

G. Direct Rollover of a Non-Spousal Distribution 

1. Trustee-To-Trustee Transfer Required 

A rollover on behalf of a non-spouse beneficiary must be a direct or trustee-to-
trustee transfer and may not be paid in the form of an Indirect Rollover. 

2. Non-Spouse Beneficiaries Who May Rollover and Rollover to Inherited 
IRA Only 

A non-spouse beneficiary who is a “designated beneficiary” under Code 
Section 401(a)(9)(E) may roll over all or any portion of the non-spouse 
beneficiary’s Eligible Rollover Distribution to an IRA that is established by the 
non-spouse beneficiary for purposes of receiving the distribution and that is 
treated as an “inherited IRA” under the Code.  The IRA must be established in 
a manner that identifies it as an IRA with respect to a deceased individual and 
it must identify the deceased individual and the beneficiary (for example, “Tom 
Smith as beneficiary of John Smith”).   

3. Trust as Beneficiary 
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If the non-spouse beneficiary is a trust, the Association may make a Direct 
Rollover to an IRA on behalf of the trust, provided the beneficiaries of the trust 
satisfy the requirements to be designated beneficiaries within the meaning of 
Code Section 401(a)(9)(E).  The IRA on behalf of the trust must be 
established in a manner that identifies it as an IRA with respect to a deceased 
individual and it must identify the deceased individual and the trust beneficiary 
(for example, “The Smith Family Trust as beneficiary of John Smith”).   

H. Notice Requirements 

1. 402(f) Notice From the Association 

The Association will provide the tax notice required under Code Section 402(f) 
to each Eligible Individual who requests a withdrawal from the Association. 

2. Time Periods 

The Association will not process any withdrawals from the Association until 30 
days after the date such notice is received by the Eligible Individual requesting 
the withdrawal.  If, however, the Eligible Individual waives this 30-day period 
on a form and in the manner prescribed by the Association, the Association 
may process the withdrawal before the 30-day period expires. 

SECTION III. ROLLOVER CONTRIBUTIONS TO THE ASSOCIATION  

Adoption of regulations providing for the acceptance of certain rollover 
contributions as determined below does not create any continuing entitlement for 
Eligible Members to make rollover contributions to the Association in the future 
and the right to make rollover contributions to the Association may be amended 
or terminated at any time and for any reason.   

If the Association has determined to permit any rollover contributions, the 
Association will permit Eligible Members to make a rollover contribution to the 
Association subject to the limitations and conditions described in this Section III. 

A. General Rules 

1. Eligible Member 

An “Eligible Member” is (1) an active Member of the Association, or (2) a 
Member of the Association that has elected a deferred retirement. 

2. Rollovers Allowed 

The Association will permit an Eligible Member to make a rollover contribution 
to the Association for (a) a purchase of service credit (to the extent a purchase 
of service credit is not prohibited under the California Public Employees' 
Pension Reform Act of 2013 ("PEPRA"), or (b) a redeposit of previously 
withdrawn funds plus accumulated interest. 
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3. Separate Accounting 

The Association will separately account for all rollover contributions. 

4. Certification to the Association By Member 

Only eligible rollover distributions as defined by Code Section 402(c)(4) can 
be contributed to the Association.  In addition to any requirements under 
subsections B, C, and D below, each Eligible Member making a rollover 
contribution to the Association must certify in writing the source of the rollover 
funds and that the rollover contribution is an eligible rollover distribution under 
the Code.  The Association will not accept rollovers of any after-tax 
contributions or amounts attributable to designated Roth contributions, 
amounts that represent minimum required distributions, or any rollover that is 
an indirect rollover. 

5. Elections and Association Discretion 

An Eligible Member must make an election to purchase service credit or 
redeposit previously withdrawn contributions with a rollover contribution in the 
manner and form that is prescribed by the Association.  The Association has 
final discretionary authority to determine whether any required information or 
documentation is satisfactory, whether a purchase of service credit would be 
prohibited under PEPRA, and whether the Association will accept an Eligible 
Member's rollover contribution. 

6. Correction of Errors 

If the Association accepts a rollover contribution that it later determines was 
not eligible to be rolled over to the Association, the Association will distribute, 
as soon as administratively possible, the amount of the rollover contribution 
back to the Eligible Member, plus accumulated interest. 

B. Rollovers from Qualified Plans 

1. Acceptance of Rollover 

The Association may accept a rollover from another plan that is qualified 
under Code Section 401(a) and exempt from tax under Code Section 501(a), 
including but not limited to the Public Agency Retirement Services Alternate 
Retirement System Plan for Part-Time, Seasonal and Temporary Employees 
sponsored by Stanislaus County. 

2. Required Due Diligence Procedure  

The Association must take reasonable steps to confirm the sending plan's tax-
qualified status and that the rollover contribution is valid. The Association may 
rely on IRS guidance such as that provided in Revenue Ruling 2014-9 and 
any successor guidance with respect to simplified due diligence processes 
that may be allowed by the Internal Revenue Service.  
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a.  Eligible Member Certification  

The Eligible Member must provide the following additional information to the 
Association:  

 (i)   A statement signed under penalty of perjury by the Eligible Member 
certifying that the rollover contribution is from a Code section 401(a) qualified 
plan, contains no after-tax or designated Roth contributions or earnings, or 
any amounts representing a required minimum distribution under Code section 
401)(a)(9); or  

 (ii)   A signed certification from the transferring plan's administrator that 
the rollover contribution contains no after-tax or designated Roth contributions 
or earnings, nor any amounts representing a required minimum distribution 
under Code section 401(a)(9). .  

If an Eligible Member does not provide such evidence, the Association will not 
accept the rollover. 

b. Association Verification of Payment Source  

The Association must take reasonable steps to verify that the payment source 
(on the incoming check or wire transfer) is the former 401(a) plan of the 
Eligible Member as represented by the Eligible Member on his or her request 
to make a rollover.  

c.  Association Verification That the Plan is a Tax-Qualified Plan  

The Association must take reasonable steps to verify that the rollover will be 
from a tax-qualified plan which can include the following or any other methods 
allowed in guidance issued by the Internal Revenue Service. 

 (i)  The Association may look up the transferring plan's latest Form 5500 
filing, if any, in the Department of Labor's EFAST2 database for assurance 
that the plan is intended to be a qualified plan.  The Association will check the 
entry on the line for characteristics indicating that the plan is intended to be a 
qualified plan (e.g. examining line 8a on the current Form 5500 or line 9a on 
Form 5500-SF).  If Code 3C is not entered on these lines, the Association may 
reasonably conclude that the plan is qualified, unless the Association has any 
direct evidence to the contrary.  

 (ii)  If the qualified plan is not required to file Form 5500 or Form 5500-SF, 
then the Eligible Member must provide one of the following to the Association 
demonstrating that the source of the rollover contribution is a qualified plan:  
(a) a copy of the plan's most recent favorable determination letter from the 
Internal Revenue Service stating that the plan is tax-qualified and a written 
certification from the plan's administrator that the plan continues to be tax-
qualified, or (b) a written and signed certification from the plan's administrator 
that the source of the eligible rollover distribution is a qualified plan under 
Code Section 401(a). 
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C. Rollovers from an IRA   

1. Acceptance of Rollover 

The Association may accept a rollover from an individual retirement account 
or annuity (IRA) described in Code Section 408(a) or Code Section 408(b).   

 2.  Required Due Diligence Procedure  

The Association must take reasonable steps to confirm the IRA's status and 
that the rollover contribution is valid. The Association may rely on IRS 
guidance such as that provided in Revenue Ruling 2014-9 and any successor 
guidance with respect to simplified due diligence processes that may be 
allowed by the Internal Revenue Service.  

a.  Eligible Member Certification  

The Eligible Member must provide the following additional information to the 
Association:  

 (i)   A statement signed under penalty of perjury by the Eligible Member 
certifying that the rollover contribution is from his or her IRA and contains no 
after-tax or designated Roth contributions or earnings, nor any amounts 
representing a required minimum distribution under Code section 401(a)(9)or ; 
or  

 (ii)  If the Eligible Member cannot certify, with respect to the after-tax or 
designated Roth contributions, a signed certification from an accountant or tax 
advisor or the IRA trustee/custodian providing the amount of pre-tax 
contributions and after-tax or designated Roth contributions in the IRA .   

The Association will only accept a rollover contribution from the IRA in the 
amount of the pre-tax contributions and earnings. If an Eligible Member does 
not provide such evidence, the Association will not accept the rollover. 

b. Association Verification of Payment Source  

The Association must take reasonable steps to verify that the payment source 
(on the incoming check or wire transfer) is the IRA of the Eligible Member as 
represented by the Eligible Member on his or her request to make a rollover.  

D. Rollovers from Other Plans:  457(b)  

1. Acceptance of Rollover 

 The Association may accept rollover contributions from an eligible plan under 
Code section 457(b) that is maintained by a state, political subdivision of a state, 
or any agency or instrumentality of a state or political subdivision of a state (a 
"governmental 457(b) plan").  
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2.  Required Due Diligence Procedure  

The Association must take reasonable steps to confirm the sending plan's status 
as an eligible 457(b) plan and that the rollover contribution is valid. The 
Association may rely on IRS guidance such as that provided in Revenue Ruling 
2014-9 and any successor guidance with respect to simplified due diligence 
processes that may be allowed by the Internal Revenue Service.  

a.  Eligible Member Certification  

The Eligible Member must provide the following additional information to the 
Association:  

 (i)   A statement signed under penalty of perjury by the Eligible Member 
certifying that the rollover contribution is from an eligible 457(b) and contains 
no after-tax or designated Roth contributions or earnings; or  

 (ii)   A signed certification from the transferring plan's administrator that 
the rollover contribution contains no after-tax or designated Roth contributions 
or earnings.  

If an Eligible Member does not provide such evidence, the Association will not 
accept the rollover. 

b. Association Verification of Payment Source  

The Association must take steps to verify that the payment source (on the 
incoming check or wire transfer) is the former eligible 457(b) of the Eligible 
Member as represented by the Eligible Member on his or her request to make 
a rollover.  

c.  Association Verification That the Plan is an Eligible Plan  

The Association must take reasonable steps to verify that the rollover will be 
from an eligible 457(b) plan which can include the following or any other 
methods allowed in guidance issued by the Internal Revenue Service. 

 (i)  The Association may look up the transferring plan's latest Form 5500 
filing, if any, in the Department of Labor's EFAST2 database for assurance 
that the plan is intended to be a qualified plan.  The Association will check the 
entry on the line for characteristics indicating the plan is intended to be an 
eligible 457(b) (e.g., examining line 8a on the current Form 5500 or  line 9a on 
Form 5500-SF).  If Code 3C is not entered on these lines, the Association may 
reasonably conclude that the plan is an eligible plan, unless the Association 
has any direct evidence to the contrary.  

(ii)  If the 457(b) is not required to file Form 5500 or Form 5500-SF, then the 
Eligible Member must provide one of the following to the Association 
demonstrating that the source of the rollover contribution is an eligible 
governmental 457(b) plan:  (a) a copy of the transferring plan's most recent 



 
 
STANISLAUS COUNTY EMPLOYEES' RETIREMENT ASSOCIATION  
 

 
Draft date:  December 10, 2014 

- 11 -

private letter ruling from the Internal Revenue Service stating that the 
transferring plan qualifies as an eligible governmental 457(b) plan , and a 
signed certification from the transferring plan's administrator that the 
transferring plan continues to be so qualified, or (b) a signed certification from 
the transferring plan's administrator that the rollover distribution source is an 
eligible governmental 457(b) plan.  

If the above verification cannot be made, the Association will not accept the 
rollover.  
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REGULATIONS FOR IRC SECTION 415(b) 
 

LIMITS ON ANNUAL BENEFITS  
 
SECTION I. PURPOSE AND SCOPE 
 

In accordance with section 31525 and section 31899 et. seq. of the California 
Government Code,  the regulations set forth herein are effective as of January 1, 2015 
and reaffirm and clarify the existing practices of the Stanislaus County Employees' 
Retirement Association (the “Association”) with respect to the limits on benefits under 
section 415(b) of the Internal Revenue Code (the “Code”).  For these regulations, the 
Code includes Treasury regulations issued under section 415(b).  To the extent there is 
a conflict between these regulations and the Code, the Code governs. 
 
The Association may establish reasonable procedures for complying with the limits on 
benefits under section 415(b) of the Code that it deems necessary or advisable for 
complying with applicable tax laws or for administrative purposes. 
 
Capitalized terms used in this Regulation are defined in Section VII.  Terms defined in 
the County Employees' Retirement Law of 1937 (the "CERL") apply here unless 
otherwise stated. 

 
SECTION II. ANNUAL BENEFIT LIMIT 
 

A. Annual Benefit Limit, In General 
 

1. Annual Limit 
 

Unless the alternative limit described in subsection E of this Section 
applies, the Annual Benefit payable to a Member under the Association at 
any time shall not exceed $210,000 (for 2014) or such other dollar limit 
specified under section 415(b)(1)(A) of the Code), automatically adjusted 
under § 415(d) of the Code, effective January 1 of each year, as provided 
by the Internal Revenue Service 

 
2. Maximum Payment 

 
If the benefit the Member would otherwise be paid in a Limitation Year 
would be in excess of the limit in A.1, the benefit shall be limited to a 
benefit that does not exceed the limit. 

 
3. COLA Adjustment 

 
In the case of a Member who has had a severance from employment with 
the Employer, the Annual Benefit Limit applicable to the Member in any 
Limitation Year beginning after the date of severance shall be automatically 
adjusted under § 415(d) of the Code. 
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4. Multiple Annuity Starting Dates 
 

a. For a Member who has or will have distributions commencing at 
more than one Annuity Starting Date, the Annual Benefit shall be 
determined as of each such Annuity Starting Date (and shall 
satisfy the limitations of these regulations as of each such date), 
actuarially adjusting for past and future distributions of benefits 
commencing at the other Annuity Starting Dates. 

 
b. For this purpose, the determination of whether a new starting date 

has occurred shall be made in accordance with section 1.415(b)-
1(b)(1)(iii)(B) and (C) of the Treasury regulations.   

 
5. Actuarial Adjustment For Forms Of Benefit 

 
Except as provided in paragraph 6 of this Section II.A, if the Member’s 
benefit is payable in a form other than a Straight Life Annuity, then solely 
for purposes of applying the limits of Code section 415 and of this 
regulation,  the actuarially equivalent Straight Life Annuity shall be 
determined in accordance with paragraph a or b below, whichever is 
applicable. 

 
a. Annuities.  If the Member’s benefit is payable in the form of a 

non-decreasing life annuity or other form of benefit described in 
Treasury regulation section 1.417(e)-1(d)(6) (e.g., other than a 
lump sum, installments, a decreasing annuity or a term certain), 
then the actuarially equivalent Straight Life Annuity is determined 
using the greater of: 

 
i. The Straight Life Annuity (if any) payable to the Member 

under the Association commencing at the same annuity 
starting date as the form of benefit payable to the Member; 
or   

 
ii. The annual amount of the Straight Life Annuity 

commencing at the same annuity starting date that has the 
same actuarial present value as the form of benefit 
payable to the Member computed using: 

 
  A. A 5% interest assumption; and  
 
  B. The Applicable Mortality Table. 
 

b. Lump sums, installments, etc.  If the Member’s benefit is payable 
in the form of a lump sum, installments, a decreasing annuity, 
term certain or other form of benefit not described in Treasury 
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regulations section 1.417(e)-1(d)(6), then the Straight Life Annuity 
that is actuarially equivalent to the Member’s form of benefit is 
equal to the greatest of:  

 
i. The annual amount of the Straight Life Annuity 

commencing at the same annuity starting date that has the 
same actuarial present value as the form of benefit 
payable to the Member computed using the interest rate 
and the mortality table specified in the Association for 
adjusting benefits in the same form; 

 
ii. The annual amount of the Straight Life Annuity 

commencing at the same annuity starting date that has the 
same actuarial present value as the form of benefit 
payable to the Member computed using a 5.5 percent 
interest rate and the Applicable Mortality Table; or 

 
    iii. The annual amount of the Straight Life Annuity 

commencing at the same annuity starting date that has the 
same actuarial present value as the form of benefit 
payable to the Member computed using the Applicable 
Interest Rate and the Applicable Mortality Table  divided by 
1.05. 

 
6. No Actuarial Adjustment (Or Limitation) Required For Certain Benefits. 

 
In determining the Annual Benefit, no actuarial adjustment to the benefit 
shall be made for the following benefits or benefit forms: 

 
a. Qualified joint and survivor annuity.  Survivor benefits payable to a 

surviving Spouse under a joint and survivor annuity that would 
qualify as a qualified joint and survivor annuity defined in section 
417(b) of the Code.  If benefits are paid partly in the form of a 
qualified joint and survivor annuity and partly in some other form 
(such as a single sum distribution), the rule of this paragraph 
applies only to the survivor annuity payments under the portion of 
the benefit that is paid in the form of a qualified joint and survivor 
annuity. 

 
b. Benefits that are not “retirement benefits”.  Benefits that are not 

directly related to retirement benefits (such as pre-retirement 
qualified disability benefits, preretirement incidental death 
benefits, and postretirement medical benefits). Additionally,  these 
benefits shall not be subject to the Annual Benefit Limit. 

 
c. Certain automatic benefit increases.  Benefits that meet the 

following requirements: (i)  the Association provides for automatic 
periodic increases such as a form of benefit that automatically 
increases the benefit paid according to a specified percentage or 
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objective index (but not a benefit that is increased on an ad hoc 
basis or a basis that is separately determined by action of the 
Association's Board of Retirement or the County's Board of 
Supervisors) and (ii) the form of benefit complies with Code 
section 415(b) without regard to the automatic benefit increase.  

 
In no event shall the amount payable to the Member under the 
form of benefit in any Limitation Year be greater than the Annual 
Benefit Limit applicable at the Annuity Starting Date increased by 
the amounts provided in Code section 415(d).  Also if the form of 
benefit without regard to the automatic benefit increase is not a 
Straight Life Annuity, then the Annual Benefit at the Annuity 
Starting Date is determined by converting the form of benefit to an 
actuarially equivalent Straight Life Annuity, as provided in section 
II.B.1 of this regulation.  

 
7. Rules for Determining Annual Benefit. 

 
a. Social Security Supplements, Etc.  The determination of the 

Annual Benefit shall take into account social security supplements 
described in § 411(a)(9) of the Code and benefits transferred from 
another defined benefit plan, other than transfers of distributable 
benefits pursuant § 1.411(d)-4, Q&A-3(c), of the Treasury 
regulations.  

 
b. Member Contributions.  The determination of the Annual Benefit 

shall disregard benefits attributable to Member contributions or 
rollover contributions. Benefits attributable to Member 
contributions do not include any benefits that are made on a pre-
tax basis such as pickups under Code section 414(h)(2) or such 
as Member contributions that are actually paid by the Member’s 
employer.   

 
c. Rollovers.  The amount of any benefits attributable to Member 

contributions and to rollover contributions shall be determined in 
accordance with Code section 415. 

 
d. Voluntary Contributions.  Member contributions that are defined as 

“voluntary” contributions under Code section 415 (such as certain 
contribution under California Government Code section 31627) 
are not subject to the limits of this regulation but are subject to the 
limits of Code section 415(c) concerning defined contribution 
plans. 

 
B. Reduction for Less Than 10 Years of Participation 

 
1. Reduction 
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If the Member has less than 10 Years of Participation in the Association, 
the Annual Benefit Limit shall be multiplied by a fraction -- (i) the numerator 
of which is the number of years (or part thereof, but not less than one year) 
of participation in the Association, and (ii) the denominator of which is 10. 

 
2. Counting Years of Participation 

 
The Member is credited with a Year of Participation (computed to fractional 
parts of a year) for each accrual computation period for which the following 
conditions are met: (i) the Member is credited with at least the number of 
hours of service or period of service for benefit accrual purposes, required 
under the terms of the Association in order to accrue a benefit for the 
accrual computation period, and (ii) the Member is included as a Member 
under the eligibility provisions of the Association for at least one day of the 
accrual computation period. If these two conditions are met, the portion of a 
Year of Participation credited to the Member shall equal the portion of a 
year of benefit accrual service credited to the Member for such accrual 
computation period.  A Member who is permanently and totally disabled 
within the meaning of § 415(c)(3)(C)(i) of the Code for an accrual 
computation period shall receive a Year of Participation with respect to that 
period.  In no event shall more than one Year of Participation be credited 
for any 12-month period.  For example, if under the Association, a Member 
receives 1/10 of a year of benefit accrual service for an accrual 
computation period for each 200 hours of service, and the Member is 
credited with 1,000 hours of service for the period, the Member is credited 
with 1/2 year of participation for purposes of this subsection. 

 
3. Disability and Death Benefits 

 
The reduction described in paragraph 1 of this subsection shall not apply to  
disability benefits or death benefits as provided in the Code. 

 
C. Reduction for Commencement Before Age 62 For Certain Members 

 
1. No Reduction For Certain Safety Members 

 
 The adjustment described in this subsection shall not apply if the Member’s 

benefit is based on at least 15 years as a full-time employee of any police or fire 
department of an Employer that maintains the Association or as a member of the 
armed forces of the United States.  Such police or fire department must be 
organized to provide police protection, firefighting services or emergency medical 
services for any area within the jurisdiction of such Employer.  

 
2. Reduction For Benefits Commencing Before Age 62 

 
If the Member’s benefits commence before the Member attains age 62, the 
Annual Benefit Limit is equal to the lesser of: 
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a. The Annual Benefit Limit reduced in accordance with Code 
section 415(b) to its actuarial equivalent using: 

 
i. The Applicable Mortality Table; and 

 
ii. A 5% interest rate; or 

 
b. The Annual Benefit Limit multiplied by the ratio of the immediately 

commencing Straight Life Annuity under the Association at the 
Member’s Annuity Starting Date to the annual amount of the 
Straight Life Annuity under the Association commencing at age 
62, both determined without applying the limitations of this 
regulation. 

 
3. Probability of Death 

 
No adjustment will be made to the annual benefit limit to reflect the 
probability of death between the Annuity Starting Date and age 62 unless 
the Member’s benefit is forfeited at death before the Annuity Starting Date. 

 
4. Death and Disability 

 
The adjustment described in paragraph 1 of this subsection shall not apply 
to  disability benefits or death benefits. 

 
D. Increase for Commencement After Age 65 

 
1. Increase For Benefits Commencing After 65 

 
If the Member’s benefits commence after the Member attains age 65, the 
Annual Benefit Limit is equal to the lesser of: 

 
a. The Annual Benefit Limit increased in accordance with Code 

section 415(b) to its actuarial equivalent using: 
 

i. The Applicable Mortality Table; and 
 

ii. A 5% interest rate; or 
 
b. The Annual Benefit Limit multiplied by the ratio of the annual 

amount of the adjusted immediately commencing Straight Life 
Annuity under the Association at the Member’s Annuity Starting 
Date to the annual amount of the adjusted immediately 
commencing Straight Life Annuity under the Association at age 
65, both determined without applying the limitations of this 
regulation. For this purpose, the adjusted immediately 
commencing Straight Life Annuity under the Association at the 
Member’s Annuity Starting Date is the annual amount of such 
annuity payable to the Member, computed disregarding the 
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Member’s accruals after age 65 but including actuarial 
adjustments even if those actuarial adjustments are used to offset 
accruals; and the adjusted immediately commencing Straight Life 
Annuity under the Association at age 65 is the annual amount of 
such annuity that would be payable under the Association to a 
hypothetical Member who is age 65 and has the same accrued 
benefit as the Member. 

 
2. Probability of Death 

 
No adjustment will be made to the Annual Benefit Limit to reflect the 
probability of death between age 65 and the Annuity Starting Date unless 
the Member’s benefit is forfeited at death before the Annuity Starting Date. 

 
E. Minimum Benefit Permitted 

 
The benefit otherwise accrued or payable to a Member under the Association is 
treated as not exceeding the Annual Benefit Limit if: 

 
1. Minimum Benefit Limit Allowed 

 
The sum of the retirement benefits payable under any form of benefit with 
respect to the Member for the Limitation Year or for any prior Limitation 
Year under the Association and all other defined benefit plans (without 
regard to whether a plan has been terminated) ever maintained by the 
Member’s Employer does not exceed $10,000 multiplied by a fraction – (i) 
the numerator of which is the Member’s number of years (or part thereof, 
but not less than one year) of service (not to exceed 10) with the Member’s 
Employer or an Affiliated Employer, and (ii) the denominator of which is 10; 
and 

 
2. Condition 

 
The Member has never participated in any qualified defined contribution 
plan maintained by the Member’s Employer or an Affiliated Employer. 

 
SECTION III. PARTICIPATION IN MULTIPLE DEFINED BENEFIT PLANS 
 

A. Application of Limit to Aggregate Benefits 
 

If the Member is, or has ever been, a participant in another qualified defined 
benefit plan (without regard to whether the plan has been terminated) maintained 
by the Member’s Employer, the sum of the participant’s Annual Benefits from all 
such plans may not exceed the Annual Benefit Limit. 

 
B. Multiple Plan Benefit Limit Coordination 
 

Where the Member’s employer-provided benefits under all such defined benefit 
plans (determined as of the same age) would exceed the Annual Benefit Limit 
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applicable at that age, the benefits accrued under all such other plans shall be 
reduced first in order to avoid exceeding the limit and shall be reduced under the 
Association, but if such other plan provides that it will be reduced, the reduction 
will be made in such other plan sufficient to avoid exceeding the limit.  
 

SECTION IV. MULTIPLE EMPLOYER PLAN 
 

Benefits attributable to the Member attributable to all of the Employers participating in 
the Association are taken into account for purposes of applying the Annual Benefit Limit. 

 
SECTION V. GRANDFATHER RULES 
 

A. Annual Benefit Limit Equals Accrued Benefit 
 

Notwithstanding anything herein to the contrary, the Annual Benefit Limit with 
respect to a Qualified Member shall not be less than the accrued benefit of the 
Qualified Member under the Association determined without regard to any 
amendment made after October 14, 1987. 

 
B. Qualified Participant 

 
For purposes of this section, the term “Qualified Member” means a Member who 
first became a Member in the Association before January 1, 1990. 

 
C. Election 

 
Pursuant to Section 31899 et. seq. of the California Government Code, the election has 
been made to have this Section apply. 

 
SECTION VI. PURCHASE OF PERMISSIVE SERVICE CREDIT 
 

A. General Rule 
 

To the extent a Member is not prohibited by the California Public Employees' Pension 
Reform Act of 2013 ("PEPRA"), if a Member makes one or more contributions to the 
Association to purchase Permissive Service Credit under the Association, then the 
requirements of this regulation will be treated as met only if: 

 
1. The requirements of this regulation are met, determined by treating the 

accrued benefit derived from all such contributions as an Annual Benefit for 
purposes of this regulation; or 

 
2. The requirements of the Association’s regulation governing the limits on 

annual additions applicable to defined contribution plans are met by treating 
all such contributions as annual additions. 

 
B. Permissive Service Credit 

 
1. Permissive Service Credit Defined 
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 For purposes of this Section, “Permissive Service Credit” means credit: 

 
a. recognized by the Association for purposes of calculating a 

Member’s benefit under the Association; 
 

b. which such Member has not received under the Association; and  
 

c. which the Member may receive only by making a voluntary 
additional contribution in an amount determined under the 
Association, which does not exceed the amount necessary to fund 
the benefit attributable to the service credit purchased. 

 
Permissive Service Credit also includes service credit for periods for which 
there is no performance of service and, notwithstanding subparagraph b of 
this paragraph, may include service credited in order to provide an 
increased benefit for service credit which a Member is receiving under the 
Association, but only to the extent permitted by the statutes applicable to 
the Association and .not prohibited by PEPRA. 

 
2. Limitation on Nonqualified Service Credit 

 
The Association will fail to satisfy the requirements of this regulation if 

 
a. More than 5 years of Nonqualified Service Credit is taken into 

account for purposes of this Section; or 
 

b. Any Nonqualified Service Credit is taken into account under this 
Section before the Member has at least 5 Years of Participation 
under the Association. 

 
3. Nonqualified Service Credit 

 
For purposes of paragraph 2 of this subsection, the term “Nonqualified 
Service Credit” means permissive service credit other than that allowed 
with respect to: 

 
a. Service (including parental, medical, sabbatical, and similar leave) 

as an employee of the government of the United States, an State 
or political subdivision thereof, or any agency or instrumentality of 
any of the foregoing (other than military service or service for 
credit which was obtained as a result of repayment described in 
subsection C of this Section); 

 
b. Service (including parental, medical, sabbatical, and similar leave) 

as an employee (other than as an employee described in 
subparagraph (a) of this paragraph) of an educational organization 
described in Code section 170(b)(1)(A)(ii) which is a public, 
private, or sectarian school which provides elementary or 
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secondary education (through grade 12), or a comparable level of 
education, as determined under the applicable law of the 
jurisdiction in which the service was performed, 

 
c. Service as an employee of an association of employees who are 

described in subparagraph (a) of this paragraph; or 
 

d. military service (other than qualified military service under Code 
section 414(u)) recognized by the Association. 

 
In the case of service described in subparagraphs a, b or c of this 
paragraph, such service will be nonqualified service if recognition of such 
service would cause a Member to receive a retirement benefit for the same 
period of service under more than one plan. 
 
Even if any proposed service credit purchase meets the above 
requirements, to the extent such proposed service credit purchase is 
prohibited under the terms of PEPRA, the Association will not process such 
service credit purchase.    

 
4. Trustee-to-Trustee Transfers 

 
In the case of a trustee-to-trustee transfer to the Association to which Code 
section 403(b)(13)(A) or 457(e)(17)(A) applies, (without regard to whether 
the transfer is made form a plan that is maintained by the same Employer): 

 
a. the limitations of paragraph 2 of this subsection shall not apply in 

determining whether the transfer is for the purchase of Permissive 
Service Credit; and 

 
b. the distribution rules applicable under the Code to the Association 

shall apply to such amounts and any benefits attributable to such 
amounts. 

 
C. Repayment of Cashouts 

 
In the case of any repayment of contributions (including interest) to the 
Association with respect to an amount previously refunded upon a forfeiture of 
service credit under the Association or under another governmental plan 
maintained by a state or local government employer with in the State of 
California, any such repayment shall not be taken into account for purposes of 
this regulation. 

 
SECTION VII. DEFINITIONS 
 

A. Annual Benefit 
 

“Annual Benefit” means a benefit that is payable annually in the form of a Straight 
Life Annuity.  Except as provided in Section II.A.5, where a benefit is payable in a 
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form other than a Straight Life Annuity, the benefit shall be adjusted (solely for 
purposes of applying the limits of Code section 415 and of this regulation) 
pursuant to Section II.A.7 to an actuarially equivalent Straight Life Annuity that 
begins at the same time as such other form of benefit and is payable on the first 
day of each month. 

 
B. Annual Benefit Limit 

 
“Annual Benefit Limit” means the limit described in Section II.A.1 of this 
regulation. 

 
C. Annuity 

 
“Annuity” for purposes of this regulation does not mean “annuity” as defined in 
the County Employee Retirement Law but instead means a retirement benefit 
that is payable by the Association, as provided in section 415 of the Code. 

 
D. Annuity Starting Date 

 
“Annuity Starting Date” means the first day of the first period for which a 
retirement benefit  is payable as an annuity or, in the case of a retirement benefit 
not payable in the form of an annuity, the first day on which all events have 
occurred which entitle the Member to payment under the Association. 

 
E. Applicable Interest Rate 

 
“Applicable Interest Rate” means the “applicable interest rate” defined in section 
417(e)(3)(C) of the Code and shall be such rate of interest determined as of the 
third month preceding the stability period, which shall be the calendar year 
containing the Annuity Starting Date for the distribution and for which the 
Applicable Interest Rate shall remain constant. 

 
F. Applicable Mortality Table 

 
“Applicable Mortality Table” means the “applicable mortality table” defined in 
section 417(e)(3)(B) of the Code. 

 
G. Employer 

 
“Employer” means the participating County or district or other governmental 
entity that participates in the Association in accordance with the CERL and 
employs the Member.  The term “Employer” also includes any Affiliated 
Employer.  Solely to the extent provided in the Code with respect to public 
agencies, the term “Affiliated Employer” means all members of a controlled group 
of an Employer. 

 
H. Limitation Year 

 
“Limitation Year” means the calendar year.  
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I. Spouse  

 
Effective June 26, 2013, consistent with Federal tax rules, the term “Spouse” 
means a person who is lawfully married under California law, including marriages 
recognized under California Family Code section 308 that were entered into in 
another jurisdiction (another state, the District of Columbia, a United States 
territory or a foreign jurisdiction) which also include marriages of same-sex 
individuals that were validly entered into in another jurisdiction whose laws 
authorize the marriage of two individuals of the same sex even if the married 
couple is domiciled in a jurisdiction that does not recognize the validity of same-
sex marriage.  In accordance with Federal tax rules, the term “Spouse” does not 
include individuals who have entered into a registered domestic partnership, civil 
union, or other similar formal relationship recognized under the law of another 
jurisdiction that is not denominated as a marriage under the laws of that state 
(whether opposite-sex or same-sex relationships).   
 

 
J. Straight Life Annuity 

 
“Straight Life Annuity” means an Annuity payable in equal installments for the life 
of the member and terminating on the Member’s death. 
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REGULATIONS FOR IRC SECTION 415(c) 
 

DEFINED CONTRIBUTION LIMITS  
 

SECTION I. PURPOSE AND SCOPE 
 

In accordance with section 31525 and section 31899 et. seq. of the California 
Government Code,  the regulations set forth herein are effective as of January 1, 2015, 
and reaffirm and clarify the existing practices of the Stanislaus County Employees' 
Retirement Association (the “Association”) with respect to the limits on annual additions 
under section 415(c) of the Internal Revenue Code (the “Code”).  For these regulations, 
the Code includes Treasury regulations issued under section 415(c).  To the extent there 
is a conflict between these regulations and the Code, the Code governs. 
 
The Association may establish reasonable procedures for complying with the limits on 
annual additions under section 415(c) of the Code that it deems necessary or advisable 
for complying with applicable tax laws or for administrative purposes. 
 
Capitalized terms used in this Regulation are defined in Section III.  Terms defined in the 
County Employees' Retirement Law of 1937 (the "CERL") apply here unless otherwise 
stated. 

 
SECTION II. ANNUAL ADDITIONS LIMITATION 
 

A. Annual Additions Limit, In General 
 

Notwithstanding anything to the contrary contained in the Association, the total 
Annual Additions allocated to a Member’s Account under the Association, when 
added to the Annual Additions allocated to the Member’s accounts under all 
other Aggregated Plans maintained by the Employer or an Affiliate for any 
Limitation Year, shall not exceed the Maximum Permissible Amount; provided, 
however, that the limit described in III.G.2 shall not apply to an individual medical 
benefit account (as defined in section 415(l) of the Code). 

 
SECTION III. DEFINITIONS 
 
Solely for purposes of this regulation, the following definitions shall apply: 
 

A. Account 
 

“Account” means the separate Member account provided under the Association 
for benefits that are separate and apart from the retirement benefits (annuity and 
pension) otherwise provided under the CERL. 

 
B. Affiliate 

 
Solely to the extent provided in the Code with respect to public agencies, the 
term “Affiliate” means all members of a controlled group of an Employer. 
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C. Aggregated Plan 
 

“Aggregated Plan” means any defined contribution plan which is aggregated with 
the Association pursuant to Section III of this regulation. 

 
D. Annual Additions 

 
“Annual Additions” means the sum of the following amounts credited to a 
Member’s Accounts under the Association and any Aggregated Plans for the 
Limitation Year: 

 
1. Employer contributions allocated to the Member’s Account that is separate 

and apart from any pension or annuity benefits provided under the County 
Employees Retirement Law; 

 
2. Employee contributions (after-tax), including mandatory contributions (as 

defined in section 411(c)(2)(C) of the Code and Treasury regulations issued 
thereunder), as well as voluntary employee contributions used to purchase 
permissive service credit (as defined in Code section 415(n)(3)), to the 
extent such service credit purchase is not prohibited under PEPRA, if an 
election is made to treat those amounts as Annual Additions in the year 
contributed pursuant to Code section 415(n)(1). 

 
3. Forfeitures; 

 
4. Amounts allocated to the Member’s individual medical account (within the 

meaning of section 415(l)(2) of the Code), which is part of a pension or 
annuity plan maintained by the Employer or Affiliate, except that such 
amounts are not included in Annual Additions for purposes of applying the 
100% of compensation limit. 

 
The term “Annual Additions” excludes: 

 
1. Repayments of cash-outs as described in Code section 415(k)(3) (for 

example, to purchase restoration of an accrued benefit that was lost when 
employee contributions were previously cashed out) for the limitation year in 
which the restoration occurs; 

 
2. Catch-up contributions made in accordance with Code section 414(v); 

 
3. Restorative payment described in Treasury regulations section 

1.415(c)-1(b)(2)(ii)(C); 
 

4. Excess deferrals that are distributed in accordance with Treasury regulations 
section 1.402(g)-1(e)(2) or (3); 

 
5. Rollover contributions (as described in Sections 401(a)(31), 402(c)(1), 

403(a)(4), 403(b)(8), 408(d) and 457(e)(16) of the Code); 
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6. Loan repayments; 
 

7. Employee contributions to a qualified cost-of-living arrangement described in 
Code section 415(k)(2)(B); 

8. Make-up contributions attributable to a period of qualified military service, as 
defined in Code section 414(u), with respect to the year in which the 
contribution is made (but not with respect to the year to which the 
contribution relates); and 

 
9. Employee contributions to purchase permissive service credit (as defined in 

Code section 415(n)(3)) to the extent such service credit purchase is allowed  
under PEPRA and if an election is made to treat the accrued benefit derived 
from all such contributions as an annual benefit subject to the limits of Code 
section 415(b). 

 
E. Employer 

 
“Employer” means the participating County or district or other governmental 
entity that participates in the Association in accordance with the CERL and 
employs the Member.   

 
F. Limitation Year 

 
“Limitation Year” means the calendar year. 

 
G. Maximum Permissible Amount 

 
“Maximum Permissible Amount” means the lesser of: 

 
1. $52,000 (for 2014), as adjusted for increases in the cost-of-living under 

section 415(d) of the Code; or 
 

2. 100 percent of the Member’s Total Compensation for the Limitation Year. 
 

H. Severance From Employment 
 

“Severance From Employment” means the Member ceases to be an employee of 
the Employer.  A Member does not have a Severance From Employment if, in 
connection with a change of employment, the Member’s new employer maintains 
the Association with respect to the Member. 

 
I. Total Compensation 

 
“Total Compensation” means all items of remuneration described in paragraph 
(1) and excludes all items of remuneration described in paragraph (2), below. 

 
1. Items Included 
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Total Compensation includes all of the following items of remuneration for 
services: 
 

a. A Member’s wages, salaries, fees for professional services, and 
other amounts received (without regard to whether or not an 
amount is paid in cash) for personal services actually rendered in 
the course of employment with the Employer and any Affiliate to 
the extent that the amounts are includible in gross income (or to 
the extent that amounts would have been includible in gross 
income but for an election under Code section 125(a), 132(f)(4), 
402(e)(3), 402(h)(1)(B), 402(k), or 457(b)).  These amounts 
include, but are not limited to, bonuses, fringe benefits, and 
reimbursements, or other expense allowances under a non-
accountable plan, as described in Treasury regulations section 
1.62-2(c); 

 
b. Amounts described in Code section 104(a)(3), 105(a), or 105(h), 

but only to the extent that these amounts are includible in the 
gross income of the Member; 

 
c. Amounts paid or reimbursed by the Employer or an Affiliate for 

moving expenses incurred by a Member, but only to the extent 
that at the time of the payment it is reasonable to believe that 
these amounts are not deductible by the Member under Code 
section 217; 

 
d. The amount includible in the gross income of an Member upon 

making the election described in Code section 83(b); 
 

e. Amounts that are includible in the gross income of a Member 
under the rules of Code section 409A or Code section 
457(f)(1)(A), or because the amounts are constructively received 
by the Member; and 

 
f. An amount that is excludable under Code section 106 that is not 

available to a Member in cash in lieu of group health coverage 
because the Member is unable to certify that he or she has other 
health coverage; provided, however, that the Employer does not 
request or collect information regarding the Member’s other health 
coverage as part of the enrollment process for the health plan. 

 
2. Items Excluded 

 
The following items are excluded from Total Compensation: 

 
a. Employer contributions (other than elective contributions 

described in Code section 402(e)(3), 408(k)(6), 408(p)(2)(A)(i), or 
457(b)) to a deferred compensation plan (including a simplified 
employee pension described in Code section 408(k) or a simple 
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retirement account described in Code section 408(p), and whether 
or not qualified) to the extent such contributions are not includable 
in the Member’s gross income for the taxable year in which 
contributed, and any distributions (whether or not includible in 
gross income when distributed) from a deferred compensation 
plan (whether or not qualified) other than amounts received during 
the year by a Member pursuant to a nonqualified unfunded 
deferred compensation plan to the extent includible in gross 
income; 

 
b. Other amounts that receive special tax benefits, such as 

premiums for group term life insurance (but only to the extent that 
the premiums are excludible from the gross income of the 
Member, and are not salary reduction amounts that are described 
in Code section 125); 

 
c. Other items of remuneration that are similar to any of the items 

listed in a and b, above. 
 
3. Timing 

 
a. In order to be taken into account for a Limitation Year, Total 

Compensation must be paid or made available (or, if earlier, 
includible in the gross income of the Member) during the 
Limitation Year.  For this purpose, compensation is treated as paid 
on a date if it is actually paid on that date or it would have been 
paid on that date but for an election under Code section 125, 
132(f)(4), 401(k), 403(b), 408(k), 408(p)(2)(A)(i), or 457(b)). The 
Association provides that Total Compensation for a Limitation 
Year includes amounts earned during the Limitation Year but not 
paid during the Limitation Year solely because of the timing of pay 
periods and pay dates if: (i) these amounts are paid during the first 
few weeks of the next Limitation Year; (ii) the amounts are 
included on a uniform and consistent basis with respect to all 
similarly situated employees; and (iii) no compensation is included 
in more than one Limitation Year.   

 
b. In order to be taken into account for a Limitation Year, Total 

Compensation must be paid or treated as paid to the Member 
prior to the Member’s Severance From Employment with the 
Employer; provided, however, that Total Compensation includes 
amounts paid to the Member by the later of 2½ months after 
Severance From Employment or the end of the Limitation Year if 
the amounts are regular compensation for services during the 
Member’s regular working hours, compensation for services 
outside the Member’s regular working hours (such as overtime or 
shift differential), commissions, bonuses, or other similar 
compensation that absent a Severance From Employment would 
have been paid to the Member while the Member continued in 
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employment with the Employer. The Association provides that the 
following amounts are includable in Total Compensation if paid by 
the later of 2½ months after severance from employment or the 
end of the Limitation Year if the amounts would have been 
included in Total Compensation if paid prior to Severance from 
Employment: (i) accrued bona fide sick, vacation or other leave is 
included in Total Compensation if the Member would have been 
able to use the leave had employment continued, and (ii) payment 
pursuant to a nonqualified unfunded deferred compensation plan 
and would have been paid at the same time if employment had 
continued, but only to the extent includible in gross income. 

 
 

c. Total Compensation does not include amounts paid after 
Severance From Employment that are severance pay, unfunded 
nonqualified deferred compensation, or any other payment that is 
not described in the preceding paragraph, even if paid within 2½ 
months, except for: 

 
i. Payments to an individual who does not currently perform 

services for the Employer by reason of Qualified Military 
Service to the extent that these payments do not exceed 
the amounts that the individual would have received if the 
individual had continued to perform services for the 
Employer rather than entering Qualified Military Service; 
and 

 
ii. Payments to a Member who is permanently and totally 

disabled; provided, however that salary continuation 
applies to all Members who are permanently and totally 
disabled for a fixed or determinable period.  For this 
purpose, a Member is permanently and totally disabled 
only if the Member is unable to engage in any substantial 
gainful activity by reason of any medically determinable 
physical or mental impairment which can be expected to 
result in death or which has lasted, or can be expected to 
last, for a continuous period of not less than 12 months. 

 
4. Limit 
 

A Member’s Total Compensation shall not include compensation in excess 
of the limitation of Code section 401(a)(17) that is in effect for the calendar 
year in which such Limitation Year begins. 

 
SECTION III. AGGREGATION WITH OTHER DEFINED CONTRIBUTION PLANS 
 

All defined contribution plans (as defined in section 1.415(c)-1(a)(2) of the Treasury 
regulations and whether or not terminated) maintained by the Employer or an Affiliate 
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shall be aggregated with the Association, and all plans so aggregated shall be 
considered as one plan in applying the limitations of this regulation. 

 
SECTION IV. COORDINATION WITH OTHER DEFINED CONTRIBUTION PLANS 
 

In the event that a Member participates in another defined contribution plan of the 
Employer or of an Affiliate that is a tax-qualified defined contribution plan, contributions 
or allocations that would otherwise be made on behalf of the Member to the Association  
shall be reduced to the extent necessary to avoid exceeding the limitations of this 
regulation when contributions are aggregated as described above.  

 
SECTION V. CORRECTION 

 
Any excess Annual Additions shall be corrected using the methods specified in guidance 
promulgated by the Secretary of the Treasury describing the procedures for correcting 
excess Annual Additions under the Employee Plans Compliance Resolution System 
(“EPCRS”) or its successor. 
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REGULATIONS FOR IRC SECTION 401(a)  

RETURN TO WORK AND SEPARATION FROM SERVICE 
 
 
 

SECTION I. PURPOSE AND SCOPE 

In accordance with section 31485.15 and section 31525 of the California 
Government Code, the regulations set forth herein are effective as of January 1, 
2015, and reaffirm and clarify the existing practices of the Stanislaus County 
Employees' Retirement Association (the “Association”) with respect to the return 
to work of retired Members and a bona fide separation from service prior to such 
return to work applicable for the Association in accordance with the Internal 
Revenue Code (the “Code”).  For these regulations, Code includes the Treasury 
regulations issued under the Code.     

These regulations are intended to be in accordance with the Code and the 
applicable Treasury regulations.  To the extent there is a conflict between these 
regulations and the Code and Treasury regulations, the applicable federal law 
will govern.   
 
The Association may establish any reasonable procedures dealing with the 
return to work of Members following retirement under the Association and the 
requirement for a bona  fide separation of service  that it deems necessary or 
desirable for complying with applicable tax laws or for administrative purposes. 

Terms defined in the County Employees' Retirement Law of 1937 (the "CERL") 
apply here unless otherwise stated. 

 
SECTION II.  RETURN TO WORK AND BONA FIDE SEPARATION FROM SERVICE 
 

For purposes of employment with the County or a participating employer under 
the Association after retirement for service, a Member who has not attained 
Normal Retirement Age (as established by the Association) shall have a bona 
fide separation from service to the extent required by section 401(a) of Title 26 of 
the United States Code.  A bona fide separation from service is defined as 
follows: 

 
1. The Member has not entered into any predetermined agreement (either 

written or unwritten) with the County or a participating employer under the 
Association prior to retirement to return to work after retirement, 
regardless of the length of the separation.   

 
2. Prior to entering into an agreement to return or returning to employment 

with the County or a participating employer under the Association while 
retired, the Member must have a separation from service of at least the 
greater of (a) any required separation from service prior to return to work 
required under the terms of the California Public Employees' Pension 
Reform Act of 2013 or (b) a 60 calendar day separation from service. 
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3. The Member may be employed by the County or a participating employer 
under the Association prior to the time in sections 1 and 2 for emergency 
situations as defined in Government Code section 8558 and under the 
PEPRA return to work restrictions.   

 
4. The Member must acknowledge in writing to the Association at the time of 

retirement that the Member has been informed of the requirements set 
forth in this regulation imposing limitations on post-retirement employment 
and that no prearrangement to be reemployed while retired exists.  The 
Member must also agree that, if any of the provisions of this regulation 
regarding bona fide separation from service are violated as determined by 
the Board of Retirement, the Member's retirement allowance shall be 
suspended immediately and shall not be reinstated until the Member has 
a bona fide separation from service or reaches Normal Retirement Age as 
established by the Association, whichever occurs first.   
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REGULATIONS FOR IRC SECTION 401(a) 
 

NORMAL RETIREMENT AGE  
 
 
 

SECTION I. PURPOSE AND SCOPE 

In accordance with section 31485.15 and section 31525 of the California 
Government Code, the regulations set forth herein are effective as of January 1, 
2015, and reaffirm and clarify the existing practices of the Stanislaus County 
Employees' Retirement Association (the “Association”) with respect to the normal 
retirement age applicable for the Association in accordance with the Internal 
Revenue Code (the “Code”).  For these regulations, Code includes the Treasury 
regulations issued under the Code.     

These regulations are intended to be in accordance with the Code and the 
applicable Treasury regulations.  To the extent there is a conflict between these 
regulations and the Code and Treasury regulations, the applicable federal law 
will govern.   
 
The Association may establish any reasonable procedures for determining and 
applying the normal retirement age requirements that it deems necessary or 
desirable for complying with applicable tax laws or for administrative purposes. 

Terms defined in the County Employees' Retirement Law of 1937 (the "CERL") 
apply here unless otherwise stated. 

 
 SECTION II. NORMAL RETIREMENT AGE 
 

1. Normal Retirement Age for general members is age 62 years, or if later, the date 
at which a Member vests in his or her right to receive a monthly retirement 
allowance from the Association.  In accordance with the CERL, normal retirement 
age is not later than age 70 years.   

 
2. Normal Retirement Age for safety members is age 50 years, or if later, the date 

at which a Member vests in his or her right to receive a monthly retirement 
allowance from the Association.  In accordance with the CERL, normal retirement 
age is not later than age 70 years.   

 
3. The Normal Retirement Age for general Members is based on safe harbor 

provisions in Treasury Regulation Section 1.401(a)-1(b)(2)(ii). The Normal 
Retirement Age for safety Members is based on safe harbor provisions in 
Treasury Regulation Section 1.401(a)-1(b)(2)(v) applicable to for qualified public 
safety employees.  

 
4. The Board of Retirement for the Association may periodically review and change 

the Normal Retirement Age of its Members based on the criteria described in 
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Section 3 above as deemed necessary by the Board, or to the extent required to 
comply with section 401(a) of Title 26 of the United States Code or for any other 
reasons determined by the Board.  The Normal Retirement Age determined 
herein does not create any “vested rights” under California or federal law 
including but not limited to the contracts clause of the California Constitution. 
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