(0-97-86)

ORDINANCE NUMBER O-- 18385 (NEW SERIES)

ADOBTED‘ON MAR 0 4 1997

AN ORDINANCE AMENDING CHAPTER II, ARTICLE 4, -
OF THE SAN DIEGO MUNICIPAL CODE BY ADDING
DIVISION 14, ENTITLED “DEFERRED RETIREMENT
OPTION PLAN,” AND BY ADDING SECTIONS 24.1401,
24.1402, 24.1403, 24.1404, 24.1405, 24.1406, 24.1407, 24.1408,
AND 24.1409, ALL RELATING TO THE RETIREMENT
SYSTEM. .

BE IT ORDAINED, by the Council of The City of San Diego, as follows:

Section 1. That Chapter II, Article 4, of the San Diego Municipal Code be and the same
is hereby amended by adding a new division, Division 14, entitled “Deferred Retirement Option
Plan,” and by adding Sections 24.1401, 24.1402, 24.1403, 24.1404, 24.1405, 24.1406, 24.1407,
24.1408, and 24.1409, retroactively applicable to April 1, 1997, to read as follows:

| DIVISION 14
" DEFERRED RETIREMENT OPTION PLAN

SEC. 24.1401 Purpose and Intent .

a. A deferred retirement option plan (DROP) is hereby established
effective April 1, 1997. The DROP plan is intended to allow Members who are
eligible for service retirement to voluntarily elect an option to: (1) irrevocably

waive their right to continue as a Member, (2) defer termination of City service for

the duration of participation in DROP, and (3) defer receipt of their retirement
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allowance (calculated as of the date Membership status is Waived) for the duration
of participation in DROP.
b. It is also intended that theA i)rdvision of this Division shall not in any

way jeopardize the qualified status of the Retirement System under >the rules» and

: regul;ations of the Iﬂternal Revenue Service.
C. It is further intendeci that the Members of the Retirerﬁent System

shall vote upon the establishment and implementation of this DROP benefit as 5

conditional benefit for a three (3) year trial basis. Election materials-tq the

Members shall reﬂecf the conditional nature of this benefit by clearly explaining

that after three (3) years of implementation the cost of implementing this benefit

shall be evaluated by thej actuary for the Retirement System. Ifiit is determined
. that ‘impleméntation of DROP has the net efféct of increasing the City’s
contributions to the Retirement System to a level greater than the saVings realized
by the elimination of employer contributions and the City’s offset of employee
‘contributions, then the City Council shall consider amendments to this Division to
eliminate the availability of DROP for new partici.pa;lts; Counéil’s action fo
prospectively eliminate the benefit, should that oceur, shall not be subject toa Vofe
of the Membership. If the determination of the Actuary is that DROP does not .
have the net effect of increasing the City’s contribuﬁéns to.the Retirement System
to a level greater than the sayings reélized by the eliminati;)n of employer
contribufcions and the City’s offset of employee contributions, the DROP benefit
shall no longer be considgred conditionél and shall be treated the sarﬁe as any other

defined benefit of the Retirement System.
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SEC. 24.1402 Eligibility

a. A Member shall not be eligible to elect participation in DROP until
that Member attains eligibility for a service retirement under this Article.

b. Once a Member elects to participate in DROP, fhat DROP
participant is no longer eligible for any rights, privileges, or benefits which require
Membership in the System as a prerequisite to eligibility, except ae specifically
| provided for in Sections 24.1402(c) and 24.1402(d). |

c. DROP parficipants shall be eligible fer the Special Death Benefit
pursuant to Sections 24.0706, 24.0709, and 24.0710.2.

d. DROP participants shall be eligible to apply for conversion of their
deferred service retieement allowance to a disability allowance in accofdance with
this Article calculated at the date of entry into the DROP.

SEC. 24.1403 Designation of the DROP Period
: .A Member who elects to participate in DROP shall irrevocably designate a

specific consecutive period of months for participation in DROP not to exceed
sixty (60) months. Any rﬁember who elects to participate in DROP shall be
required to execute a legally binding waiver of Membership status, and further
agree to terminate City sefvice upon corﬁpletion of the DROP period.
SEC. 24.1404 Duration of DROP Participation

| Duration of the DROP period shall be determined by the first occurrence of

any one of the following events.
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a. | Completion of the period irrevocably designated by the participant
at entry into the DROP, not to exceed sixty (60) months; or
b. Termination of employment, either voluntarily or for cause. In thé
event that a DROP participant shall be terminated for cause and that termination is
. reversed, the DROP participant shall be reinstated in the DROP for the remaining
unexpired period of participati-on; provided, however, that the- DROP participant
has not'received a distribution from the DROP account; or

C. Death oi‘ the DROP participant; or

d. Granting of a disability rétiremeﬁt under thé terms of this Article.
SEC. 24.1405 DROP Benefits

| a. | For Membe'rs who elect to participate in DROP, Membership status
in th¢ Retirement System shall cease; and a service retiremént allowance will be
calculated as if the Membef were retiring from City service on the date the
Member enters the DROP.

b. Upon commencement of DROP, certain funds shall be deposited
into a trust account established fér tﬁe benefit of the DROP participant. Upon
deposit, all funds contributed into a DROP participants trust account shall be 100
percent.vested. Contributié)ns into a DROP paﬁicipant’é accounf shall include:

@) an ambunt contributed monthly from the City Employees’

Retirement Fund which is equal to the monthly service retirement

allowance calculated in accordance with Section 24.1405(a), and adjusted

by ahy applicable COLA increases, and
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(i) périodic contributions of any Annual Supplemental Benefit
payments, or any other adjustments applicable to retirement allowances
Being distributed on the date the Member entered the DROP, and |
(1i1) 'an amount contributed each pay period from The City of
San Diego equal to 3.A05% of the DROP participants salary, and
.(iv) an afnount contributed each pay period deducted pre-tax
from the DROP parﬁcipant’s salary pursuant to Internal Revenue Code |
section 4.14(h)(2) which is equal to 3.05% of the DROP participant’s
salary, and
“v) interest credited to all sums paid into the DROP account in
(
the same manner and at the same rate of interest as prescribed by the Board
of Trustees for Member con;cribution accounts based on advice of the
Retirement System actuary.
SEC. 24.1406 Designation of Beneficiary
a. DROP partiéipants shall designate a beneficiary. If the DROP
participant is married and the DROP partjcipant desires to designate someone
other than hié.or her spousé as the beneficiary, spousal consent and waiver of
community property interest shall be required.
b. In the event of the death of a DROP participant during the DROP
period, the total amount in the DROP barticipant’s account shall be paid to the
DRORP participant’s designated beneficiary, subject to any applicable community .

property laws.
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SEC.24.1407 Distribution of Funds in DROP Account

The full amount accumulated in a DROP participant’s account shall be
distributed in a lump sum, or in any other form established by the Board of
Administration, subject to applicable rules of the Internal Revenue Service.
However, no funds shall be distributed from a DROP participant’s account until
the duration.oi‘ the DROP period is completed pursuant to Section 24.1404 and
the DROP participant hasvterminated City service.

SEC.24.1408 Employment Status dui'ilig DRO.P Participation

Except for Membership status in the Retirement Sy;tem, DROP
participants shall retairi all ofher righté, privileges, .and benefits of active duty
employment; and DROP participants shall be subject to the same terms and |
conditions of embloymeﬁt applicable tor the DROP participant prior to eniry into
the DROP.

SEC. 24.1409 Healtil Benefits during DROP Participation.

During participation in DROP, the DROP participant shall continue to be
eligible for the City’s Flexible Benefits Pian, including health benefits offered
through that Plan. Upon completion of the duration of the DROP period as set
fort}i in Section 24.1404 and dis,tribvution of DROP funds as set forth in -

Section 24. 1407, the DROP participant shall qualify as a Health Eligible Retiree

and be entitled to receive Retiree Health Benefits as provided for in Chapter I,

Article 4, Division 12.
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Section 2. This ordinance shall take effect and be in force upon approval by the respective
classes of Membership of the Retirement System as required pursuant to Charter section 143.1

and no earlier than the thirtieth day from and after its passage by the City Council.

APPROVED: CASEY GWINN, City Attorney

By W% |
Richard A. Duvernay ' /
Deputy City Attorney

RAD:Ic

02/14/97
Or.Dept:Labor R.
0-97-86
Form=o0&t.frm

LADUVERNAY\ORDS\0-97-86.0RD

-PAGE 7 OF 7-

O -~ 18385



