(0-97-88 REV. 1)

ORDINANCE NUMBER 0-_ 18392 (NEW SERIES)
ADOPTED ON MAR 31 1997

AN ORDINANCE AMENDING CHAPTER II, ARTICLE 4, OF THE SAN
DIEGO MUNICIPAL CODE BY AMENDING DIVISION 1 BY
AMENDING SECTION 24.0103, AMENDING AND RENUMBERING
SECTION 24.0105 TO SECTION 24.0104; BY AMENDING DIVISION 2
BY AMENDING SECTIONS 24.0201, 24.0202 AND 24.0203; BY
RENUMBERING SECTION 24.0206.5 TO SECTION 24.0207; BY
RENUMBERING 24.0207 TO SECTION 24.0208; BY ADDING SECTION
24.0209, AND BY AMENDING SECTIONS 24.0210 AND 24.0211; BY
AMENDING DIVISION 3 BY AMENDING SECTIONS 24.0301 AND
24.0302, AND BY ADDING SECTION 24.0309; BY AMENDING DIVISION
4 BY AMENDING SECTIONS 24.0402, 24.0403 AND 24.0404; BY '
AMENDING DIVISION 5 BY AMENDING SECTIONS 24.0521 AND
24.0532; BY AMENDING DIVISION 6 BY AMENDING SECTION 24.0608;-
BY AMENDING DIVISION 7 BY ADDING SECTION 24.0715; BY '
AMENDING DIVISION 8 BY AMENDING SECTION 24.0801; BY
AMENDING DIVISION 9 BY AMENDING SECTION 24.0907; BY
REPEALING DIVISION 12 AND BY REENACTING DIVISION 12 BY
ADDING SECTIONS 24.1201, 24.1202, 24.1203, AND 24.1204; BY
AMENDING DIVISION 13 BY AMENDING SECTIONS 24.1304, AND
24.1307, AND BY REPEALING SECTION 24.1311; BY REPEALING
DIVISION 14 AND BY REENACTING DIVISION 14 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 CITY EMPLOYEES’ |
RETIREI\'IENT SYSTEM.

WHEREAS, on July 2, 1996, after meeting and conferring with the Police Officers
Association, Fire Fighters Local 145, Muriicipal Employees Association, and AFSCME, Local
127, the City Council approved a proposal to implement a number of revisions to the Retirement

System; and
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WHEREAS, on November 5, 1996, the passage of Proposition D amended City Charter
Section 141 to permit the Retirement System to ptovitie for health insurance to eligible retirees;
and

WHEREAS, on February 6, 1997, a task force of the four labor organizations reached_
agreement with the City Management Team on the level of health benefits to be provided by the
' Retirement System; and |

WHEREAS, it is the intent of the agreement reached between the four labor organizations |
and the City Management Team that the level of heahh benefits to be provided by the Retirement
Systerh not be diminished by any change in HMO health care t)roviders by the City, or any new
~or amended contract with an HMO health care providef or by conversion to a blended premihm |
for active empleyees and retirees without mutual agreement with the exclusive bargaining -
representatives; and

WHEREAS, the four labor organizations and the City Management T eant have agreed
that any change will not be approved bly the City Council until after the proposed change has
been reviewed by a qualified independent consultaht, th is mutually selected and jointly
compensated by the City and the recognized labor organiz‘étions, ‘who concludes that the
proposed changes will not affect the benefit in any manner which triggers the voting rights of
active employees, unless this process is vt/aived by mutual consent; and

WHEREAS, the four labor organizations and the City Management Team have reached
agreement on the specific brovisions to be included. in the Deferred Retirement Option Plan; and

WHEREAS, the City wi‘shes to ensure that retirees are 'provided_ with appropriate health

benefits; and
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WHEREAS, the best way to provide these beheﬁts is through the Retirement System
using the undistributed earnings of the System; and |

WHEREAS, the tax laws put limits on the method the Retirement System can use to
provide health benefits, and these limjts are con;ained in Section 401(h) 'of the Internal Revenue
Code; .a.nd _

| WHEREAS, Section 401(h) prevents a transifer of undistributedfearnings of the

Retiremgnt' System for paying health benefits; and

WHEREAS, Section 401(h) does not prevent undistributed earnings from being used in
the place of City .c'ontributions if an equal amount of City contributions are designated for health
bengfits'(known as the “bifurcated rate”); and |

WHEREAS, if a bifurcated rate program is used, then the City and the Board agree'the
net economic consequences to the Retirement System and the City is the same as if undistributed
earnings were used to directly provide health benefits, and agree the requirements of the tax iaw'
will be met; and

: WHEREAS, the Board has obtained full and complete legal advice indicating it can enter

into a bifurcated arrangement under the current ordinance and charter and has endorsed this
arrangement; and

WHEREAS, the City and the Board have agreed the bifurcated rate arrangement is to be
used for a “pay as you go” health program and this program will not be fully actuarially funded;
and

WHEREAS, on February 10, Ordinance No. 0-97-75 was introduced amending numerous

provisions of Chapter II, Article 4 of the San Diego Municipal Code related to the following:
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service retirement and disability retirenierit formulae, elimination of the disability income offset,
the establishment of a post retirement health benefit to be administered by the City Employees’
Retirement System and establishmenf of a $600 annual benefit for pre-1980 retirees who are not
eligible for retiree health insurance, elimination of the femarriage penalty, modification of the
one-year marriage requirement to establish eligibility as a surviving spo‘use, and purchase of
service credit; and |

WHEREAS, on February 18, 1997,'Ordi.nance No. 0-97-86 was introduced by adding -
vDivision 14 to Chapter H, Article 4 of the San Diego Municipal Code establishing a Deferred
Retiremerit Option Plan; and

‘WHERE‘AS, the City Council ordered all interested parties to move expeditiously toward
completing the outstanding contingencies involved in Ordinances 97-75 and 97-86; and

WHEREAS, it is recomriiended a third ordinance be introduced (0—97—88) to ‘;clean up"’
and technically amend language to assure that the provisions meet with and 'satisfy‘ all applicable
state and federal requirements; and

WHEREAS, all employees of the Unified Port District (fhe “District”), except for Harbor
Police Officers, participate in the Retirement System as General Members, uiider a Retirement
Agreement dated February 11, 1964 (fhe “Agreement”), on file With the City Clerk as Document
~ No. 667149_, as amended by a First Amendment to the Agreement, on file m the office of the San
Diegov City Clerk as Document No. 27999,1; andb | |

WHEREAS, the changes to the Retirement System described in 0-97-75 and
197-86 (collectively, the “Manager’s Proposal”) would autOmatically affect the District’s

Members  unless otherwise provided by the Municipal Code or Agreement; and
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WHEREAS, the Agreement needs to be amgnded because the District will not be
participating in all of the benefits recommended in the Manager’s Pioposél; and
WHEREAS, the District and City intended to eriter into a new agreement wheie ihe
Board would administer District benefits as set forth in a separate plan document rather than the
Municipal Codé but there was not enough time to do the. work necessary within the time line for
the Manager’s Pioposal; -and
WHEREAS,; in the interim, the District proposed a Second Amendment to the Agreement
(“Sécorid Amendment to Agreement”) ‘whi.ch sets forth those benefits tci be'. offered District
employees as a result of the Manager’s Proposal; and
. WHEREAS, the Sebond Amendment to Agreement, attached to Resolution No.
'R-288414, is incorporated by reference herein; and
WHEREAS, Ordinances 97-75 and 97-86 were introduced prior to outside fiduciary
counsel, tax counsel and plan consultant to the Retirement Syétem completing reviews of the
ordinance language implementing these benefit changes; and |
WHEREAS, outside ﬁduciary counsel, taix counsel and i)liln consultant to the Retirement
System have reviewed and approved the previous ordinances l(O-97-75 and 0-97-86) as'weil as
| the Cleariup ordinance (0—97—88); and
WHEREAS, the Ordinance 97-88 does not intri)duce any changes to the agreements
reached with thé labor organizations; aiid
WHEREAS, it is nbw necessary and proi)er to amend the San Diego Municipal Code to
| reflect the changes to the benefits under the Retirement System set forth in 0-18383, O—97-86_andl

this Cleanup ordinance (0-97-88); and
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WHEREAS, in accordance with Section 143.1 of the Charter for The City of San Diego,
the active membership will vote on April 4, 1997, through April 13, 1997, .on the changes to the
Retirement System set forth in 0-18383, 0-97-86 and this Cleanup ord'in‘;mce; and

WHEREAS,. the benefit improvements set Vforth in 0—18383, 0-97-86 and this Cleanup
ordinance shall not become effect.ive unless approved by the active members of the City |
Employees’ Retirement System, NOW, THEREFORE,
BE IT ORDAINED, by the Council 6f The City of San Diego, as follows:
S‘ect.i(/)n 1. ‘That Chapter II, Article'4, Division 1, of the San Diego Municipal Code be
and the same is hereby amended by amending Section 24.6103,_ to read as follows:
SEC. 24.0103 Definitions |

Unless otherwise stated, for purposes of this Article:

"Accumulated Additional Contributions” means the sum of additional -
contributions smndiﬁg to the credit of a Meﬁlber's individual account and interest
thereon.

"Accumulated Contributions " means Accumulated Normal Cdntributions
plus any Accumulated Additional Contributions standing to the credit of a
Member's account.

| "Accumulated Normal Contributions” means the sum of all normal
contributions standing to the credit of a Member's individual account and interest

thereon.
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"Actuarial Equivalent” means a bénefit of equal value whén computed
upon the bésis of the inortality, interest andAother tables adqpted by the Board for
this purpose. )

"Actuary" means the actuary regular}y employed on a full or part—time
“basis by the Board.

"Annuity" means payment for life dellived from contributions made by a
Member.

| "Beneficiary" means any person in receipt of a pension, annuity,

retirement allowance, death benefit, or any other benefit authorized by fhis
Article. | |

';Board " means the Board of Administration for the(‘City Employees’
_ Ref'irement S);stelln. :

“City sponsored health insurance plan” means a group.health insurance
plén, sélected.by and in contractual privity with The City of San Diego, made
available to Health Eligible Retirees. B |

"Compensation” means the remuneration paid in cash out of city funds
controlled by the Council of The City of San Diego, plué the monetary value as -
‘determined by the Board of board, lodging, fuel, laundry and other advéntages
fufnished to an erﬁployee in payment for thé employee;é services.

"Compensation Earnable" by a Member means the base compensation as
determined by the Board for the period uﬁder consideration upon the basis of the

normal number of days ordinarily worked by' persons in the same grade or class of
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positiops during the peribd and at the same rate of pay. The computation for any
abseﬁce_ shall be based on the compensatioﬁ of the position held by such émployée
at the beginning of the absence.

"Continuous Service" means sérv‘ic‘e of an eligible Member deemed to be
of a continuous naturé pursuant to Section 24. 1065 of thi§ Code. "Continuous

Service" shall not be construed as synonymous with "Creditable Service."

/

“Cost of Living Annuity” means an amount to be added to the retirement
allowance of a Member or Officer, calculated by cbfnputing the actuarial
equivalent of the apcumulated'.contributions in the cost of living annuity account
of the Member or Officer at the tjme of the retirement of the Member or Officer.

“"Creditable Service" for purposes of qﬁalification for benefits and
retirement allowances under this System meaﬁs service rendered for
. cdmbensation as an émployee or officer (employed, appointe,d or elected) of the
City or a contracting agency, and only while he or she is receivivrig. compensation
from the City or contracting agency, and is a Member of 'and.contributing to this
System pursuant to appropriate provisions of this Article.: Except és provided in
Chapter II, Article 4, Division 13, for which repurchase of credits may be
permissible, time during which a Member is absent from City service without
éompensation shall not be allowed in computing Creditable Service. The term
- "Current Service" shall mean the same as Creditable Service.

"“DROP” means Deferred Retirement Option Plan, an alternative method

of benefit accrual described in Division 14,
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"Final Compensation” for General I\>Iembers and Legislative Officers
means the Compensation Earnable based on the highest one-year period for'tho.se
. Members aﬁd Officers who are on the active payroll of The City of San Diego on
or after June 30, 1989, and whovretire on or after July 1, 1989. The Board shall
adjust contribution rates for high one-year General Member and Le»g.islative :

J
Officer eligibles as may be necessary and réquired upon advice of t’he Actuary,
from and after Decerﬁber 30, 1988.
"Final Compensation” for Safety Members meané the Compensation

Earnable based on the highest one-year period, for those Séféty MemBers wﬁo are
.on thé active payroll of The Ci'ty of San Diego on or after January 1, 1988, and

who refire on or after July 1, 1988. The Board shall adjust contribution rates for

high one-year Safety Member eligibles as may be necessary and required upon

advice of the Actuary, from and after Jénuary 1, 1988.

"General Member" is any Member not otherwise classified as a Safety
Member or Legislative Officer.
| “Health Eligible Retiree” méans any retired General Member, Safety
Member, or Legislative Officer who (1) was on the active payroll of The City of
San Diego on or after October 5, 1980, and (2), retires on or after October 6, 1986,
and (3) is eligible fqr and is recei\;ing a retirement allowance from the Retirement
System. |
| “Investment Earnings Received” means all interest received (net of

interest purchased) on notes, bonds, mortgages, short-term money market
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.

instruments, and savings éccounts; cash’ dividends received on stock investments;
and all realiz¢d gains and losses from the s‘éle, trade, or éonversion of any
investments of the Retirement System.

~ "Legislative Officers" means the Mayor an_d/or member\s of the City
Council.

"Member" means any pevrsvon who actively participétes in and contributes
to the Retirement System, ‘and who is thereafter entitled, when eligible, to receive
benefits therefrom. There are two c]asses of Members: General ;_ind Safety.

"Normal Contributions" means contributions by a Member at the normal
rates of contribution, but does not include additional contributions by a Membef.

"Prior Service" means service prior to January 1, 1927. |

“Quallified Retiree” means those retirees eligible to reéeive the annual

“supplemental benefit set forth in Division 4.

"Retirement Fund” means the trust fund creatéd by the City Charter in
Article IX |

"Retirement System "}or "this Sy‘s.tem." means the City Employees
Retirement System as created by this Article, and the "1981 Pension System"
means theiEmp'loyees Retirement System as created by Chapter II, Article 4,
Division 11.

"Safety Member" means any person who is either a sworn officer of the
Police Department of /The City of San Diego employed since July 1, 1946, a

uniformed member of the Fire Department of The City of San Diego employed
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 since July 1 1946, or a %uvll—time employed lifeguard of The City of San Diego, or

a full-time police officer of tl;e ‘Unified Port District who is a peace officer under

Penal Code section 830.1(a); provided, however, that police cadets, persons sworn

for limited purposes only, ahd all .other members of the Police and Fire

Departments and lifeguard service shall not be considered Safety Members for the

purpose of this Article.

"Undistributed Earnings Reservé" shall mean the balance remaining .i‘n.theA
account to which the earnings to the fund are credited, after the alnnual distribution
to the émployee and employer reserve accc;unts ip accordance with interest
assumption rates established by the Board, plus accumulated earnings which have
not bee‘nv so distributed.

Se;tion 2. That.Chapter II, Article 4, Division 1, of th}e San Diego Municipal
Code be and the same is hereby amended by amending and renumbering Section 24.0105
to Section 24.0104, to read as follows: |

SEC. 24.0104 Membership

a. and b [No change in text.]

C. Em‘ployees. in the classified service paid on an hourly basis are not
eligible for membership in the Retirement System nor shall they. accrue any
benefits in.this system except as pro&ided in Section 24.1304. Sal_afied employees
in the classified service :including those working. one-half (%) or three-quarter (%)
time are eligible for and shall become memberS' of the Retirement System.

Retirement benefits shall accrue to the above eligible members in the same
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proportion to full benefits as their service relates' to the service of a full-time
n;ember. |

d. and e. [No change in téxt.]

Sectvion 3. That Chapter II, Article 4, Division 2, of the San Diego Municipal Cod¢ be
and the same is hereby amended by nmending Section 24.0201, to read as folllows:V '
SEC. 24.0201 Contribution of Genernl Melnbers

For General Membérs, the Board shall provide:

1. _[No change in tht.]

2. The normal rates of contribution for each Member, except Safety
Member shall be such as will provide an average Annuity at age 57'% equal to
1/120th of the Member’s Final Compensation, according to the tables adopted by
the Board for each year of seryice rendered after ‘en;ering the System.

3. An employee who is granted a special leave of absence without
pay in ofder to serve as the duly elected president of a recog'nized employee labor
organization, shall be 'permitted; if he or‘she_ so elects, to continue making
contributions during the period of presid'_e_nﬁal leave‘ in an amount prescribed in

' accordance'with Section 24.1307.
Séction 4. That Chapter II, Article 4, Division 2, of the San Diego Muniéipal
Code_ be and the same is hereby amended by amending Section 24.0202, to read as

follows:.
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SEC. 24.0202 Adoption of General Member Contribution Rates
| The Board, hased upon the advice of the Actuary, shall periodically adopt |
the rate of contribution of each General Merhber according to age at the time of
entry into the Retirement System, said rates to be contained in the Operating.
| Tables furnished to the Board by the System’s Actuary.
Section 5. That Chapter I, Article 4, Division 2, of the San Dieg’o h/lunicipal Code be
and the same is hereby amended by amending Section 24.0203, to read as follows:'
SEC. 24.0203 Maximum and Minimum Rates for General Mernbers ‘
The normal rate of contribution established for age 57.is the rate for any
member other than a safety member who has attained a greater age hefore
entrance into the “Retirement System, and that established for age 20 is the rate for
~any mernber who enters the Retirement System at a lesser age. |
Section 6.. That Chapter II, A_rticle’4, Division 2, of the San Diego Municipal Code be
and the same is hereby amended by renumbering Section 24.0_206.5 to Section 24.0207, to read
as follows: o
- SEC. 24.0207 Terrnination of Benefits - General Member
[No change in text.]
Section 7., That Chapter 11, Article 4, Division 2, of the San Diego Municipal Code be
and the same is hereby amended by rennmbering Section 24.0207 to Section 24.0208, to read as

follows: -
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SEC. 24.0208 Auditor and Comptroller to Withhold Monies Owing City-General
Members :

[No change in text.]
Section 8. That Chapter II, Article 4, Division 2, of the San Diego Municipal Code be
and the same is hereby amended by adding Section 24.0209, to read as follows:

SEC. 24.0209 Annuity, Actuarial Equivalent of General members’
Accumulated Contributions

The actual amount of annuity receivable by a General Member upon
retirement shall be the actuarial equi;/.alent of the General Member accurhulated
contributions. |
Section 9. That Chapter II, Article 4, Division .2, of the San Diego Municipal Code be and
the same is hereby amended by amending and renumbering Section 24.0211 to Section 24.0210,
to read as follows:
SEC. 24.0210Upgrade of Benefits - General Memberé
Effective July 1, 1991, any Generél Member who §vas enrolled and
participating in the 1981 Pension Plan between September 3, 1.982_, and June 30,
| 1989, shall receive the Lsame le_vei of benefitsb prdvided to General Members in
CERS, except as provided in Section 24.0501(b).
Section 10. That Chapter II, Article 4, Division 3, of the San Diego Municipal Code Be
and the same is hereby amended by amending Sections_24.0301 and 24.0302, to read as fo]lon’:
SEC. 24.0301 Contributions of Safety Members
For Safety Members, thé Board shall provide:

1. [No change in text.]
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2. The normal rates of contribution for each Safety Member shall be
~such as will provide an average Annuity at age 50 equal to 1/100th of his Final
Compensation, according to the tables adopted by the Board for each year Qf
service rendered after entering the System. .

3. An employee who is granted a speéial leave of absence withoﬁt
pay in or_der to serve as the duly elected president of a recogniéed employee labor
0?ganiza£ion, shall be permitted, if he or she so elects, to continue making
¢ontributions during the period of preSidential leave in an amount prescribed in

.-accordance with Seétion 24.1307. |
SEC. 24.0302 Adoption of Safety Member Contribution Rates
The Board, based upon the advice of the Actuary, shall periodically adopt
the r.ate of contribution of each Safety Member according to age at tﬁe time of
| entry into the Retiremeﬁt Syste¥n, said fates to be contained in the Operating
Tables furnishéd to the Board by the System's Actuary.
Section 11. That Chaptef II, Ar_ticle 4 Division 3, of the\San Diego Municip;al Code be -

and the same is hereby amended by adding Section 24.0309, to read as follows:

SEC. 24.0309 Annuity, Actuarial Equivalent of Safety Members’
Accumulated Contributions

The actual amount of annuity receivable by a Safety Member upon
retirement shall be the actuarial equivalent of the Safety Member accumulated

contributions.
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Section 12. That Chapter II, Article 4, Division 4, of the San Diego Mun-icipai
Code be and the same is hereby amended by amending Sections 24.04(524, 24.0403 and
24.0404, to read as follows: |
SEC. 24.0402 Retirémenf Allowance -- General Member
a. The Board shall provide that upon retirement for sérvice, a General
Member, is entitled to receive a retirément allowance which shall c.onsist of:
(_1) A service retirement annuity.
(2) A current service p_ension.
b. and c. [No éhange in text.]
d. The unrﬁodified servicé retirement gllowance is calculated by
multiplying a General Member’s years of creditable service by the bretirgment
| percentage set forth iﬁ Table 1 of Section-24..0402, by the General Member’s
Final Compensation. The factors set forth in Table 1 of Section 24.0402 shéll be

pro-rated to reflect quarterly increments in the General Member’s attained age.
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Table.1 of Section 24.0402

RETIREMENT CALCULATION FACTOR

t

GENERAL MEMBER
Retirement Age Unmodified Factor*
Effective 1/1/97
55 2.00%
56 | 2.00%
57 2.00%
58 . 2.00%
59 2.08%
60 : 2.16%
61 ‘ . 2.24%
62 2:31%
63 . 2.39%
64 O 2.47%
65+ 2.55%

* Unmodified Factor utilized to calculate the maximum service retirement allowance.
Retirement allowances are actuarially reduced if Member elects any optional retirement
settlements pursuant to Division 6 of this Chapter

SEC. 24.0403 Retirement Allowances - Safety Member
a. The Board shall provide that upon retirement from service a Safety
Member is entitled to receive a retirement allowance which shall consist of:

1. and 2. [No change in text.]
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b. and c. [No change in text.]

d. = Subject only to t.he retirement allowance cap descfibed in Section
24.0403(e), the unmodified selrvicc retirement allowance is calculated by
multiplying a Safety Member’s years of creditable service by the retirement
pefcéntage set forth in Table 1 of Section 24.0403 by the Safety Member’s Final
_ Compgnsation. The factors set forth in Table 1 of Section 24.0403 shall be pro-
rated to reflect quarterly increments in the Safety Member’s attained age.

€. The unmodffied service retirement allowance for a Safety Member
shall not exceed 90% of Final Compensation except as provided in Sections
24.0403(), 24.0403(g), and 24.0403(h).

f. If the unmodified service retirement allowance of a Safety Member
would have exceeded 90% of Final Compensation using the Retirement
v Calvculation Factors in effect on Degember 31, 1996, as shown in Table 1 of
Section 24.0403, that Safety Member may elect to continue toraccrue benefits
' .urvlder that Table and not be subject to the 90% retirement allowance cap set forth
" in Section 24.0403(e). A Safety Member making such election shall not be’
required to pay any additional contributions as recommended by the actuary
related to the increase in benéﬁts effective January 1, 1997.

g. If the unmodified servige retirement allowancé_ ofa Safety Member |
would have excéeded 90% of Final Compensation using the Retirement
Calcﬁlation Factors in effect on December 31, 1996, as shown in Table 1 of

Section 24.0403, that Safety Member may elect to accrue benefits as shown in the
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- schedule effective January 1, 1997, on that Table. A Safety Member making _such
election shall: |

‘(1) Be eligible to accrue benefits in excess of the 90%
limitation stated in Section 24.0403(e),

2) Not be eligible to participate in DROP pursuant to Division
14.

3) Retire no later than J uly 1, 1997.

h. If the unmodified "serv.ice retirement allowance of a Safety Member
exceeds 90% of Final Compe;n'sation using the Retiremént Calculation Factors in
effect on January 1, 1997, as shown on Table 1 of Section 24.0463 on a date after
January 1, 1997..,.but before April 1, 1997, that Safety Member shall accrue
‘benefits in excess of the 90% limitation stated in Section 24.0403(e), provided,

however, that the accrual shall cease at the level attained on March 31, 1997.
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Table 1 of Section 24.0403

RETIREMENT CALCULATION FACTOR

LIFEGUARDS
Retirement |  Unmodified Factor* Unmodified Factbr* ,

Age . Effective 12/31/96 Effective 1/1/97
50 . 2.00% ' 2.20%

51 2.10% | 2.329

52 C2.22% 2.44%

53 - 2.34 % 2.57%

54 2.47% o 2.712% -

55+ 2.62% : 2.77%

* Unmodified Factor utilized to calculate the maximum service retirement allowance.
Retirement allowances are actuarially reduced if Member elects any optional retirement
settlements pursuant to Division 6 of this Chapter.
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FIRE AND POLICE

RETIREMENT CALCULATION FACTOR

Retirement Unmodified Factor* Unmodified Factor*

Age Effective 12/31/96 Effective 1/1/97
Police Fire

50 2.50% 2.20% C2.50%

51 2.54% 2.32% 2.60%

52 2.58% 2.44% '2.70%

53 2.62% 2.57% 2.80%

54 2.66% 2.72% 2.90%

55 2.70% 2.77% 2.9999%
2.77% 2.77%

56+

2.9999%

* Unmodified Factor utilized to calculate the maximum service retirement allowance.

Retirement allowances are actuarially reduced if Member elects any optlonal retirement

settlements pursuant to Division 6 of this Chapter.

SEC. 24.0404 Annual Supplemental Benefit -- Qualification and

The purpose and intent of thiis section is to provide neceséary guidelines
for effectueting the payment of annual supplemental benefits set_for_th in Section
© 24.0907 of this Code by (a) identifying and defining those retirees quéliﬁed to
receive such benefit and (b) establishing a method for detetmining the amount of

the annual supplemental benefit.

A.

Determination

[No change in text.]
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B. For the purpose of determining the amoﬁnt of the supplemental
benefit payment to Quélified Retireeg, the féllowing process shall apply:

1. through 3. [No change in text.]

4. The total sum _of qualified creditable years shall then be
divided into the total of Surplus Undistributed'Earnings designatéd for
distribution by the Board pursuant to Section 24.0907 of this Code to
arrive at a per annum dollar value fér each creditable year; provided,
however, that in no evént shali the per annum dollar value exceed $30
(thirty dollars) except for those General Members who retired between
January 8, 1982 and June 30, 1985, who shall be éntitled to a per aﬁnum
value not to exéeed $45 (forty—five dollars).

Notwithstanding the preceding paragrabh, and effective Fiscal
Year 1997, qualified retirees who retired on or before October 6, 1980, but -
after December 31, 1971, will receive $60 (sixty dollars) per year of
service and qualified retirees who retired on or before December 31, 1971,
will receive $75 (seventy-five dollars) per year of service. |

5. thfough 7. [No change in text.] -

C. [No change in text.]
Sectio'n 13. Tﬁat Chapter 11, Article 4, Division 5, of the San Diego Municipal
Code be and the same is hereby amended by émending Sections 24.0521, to read as

‘follows:
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'SEC. 24.0521 Surviving Spouse--Contribution Rates and Benefits

From and after July 1, 1973, every Member, shall, in addition to Normal
Contributions, make survivor contributions in an amount equal to a percentage of
the Normal Contributions as set forth below:

Survivor Contributions

Membership as Percentage of
Classification Normal Contributions
General Members 9.98 %

Safety Members - 11.76%

{

Such survivor contributions, together with interest thereon, shall be paid to
the Member of his or her beneficiary in the event the Normal Contributions aré SO
paid under.Sections 24.02006, 24.0306, and 24.0703.

Upon the death of any Member who retires for service or disability after
the effective date of this section, his or her‘surviving spbuse‘shall receive, on
July 1, 1973 and thereafter, a monthly allo@ance equal to 50% of the decedent's
monthly retirement allowance if: |

(1) and (2) [No change in text. ]

(3) the monthly retirement z'illowance of the deceased Member was not
modified in accorda.mce, with Optional Settlement 1, 2, 3, or 4 provided by this
System. |
No'benefits will be paid uﬁder this section if there is a surviving sp(;;se '

who qualifies for and receives the speCial death benefit or-modified special death

benefits provided by this System.
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Upon ihe retiremont of a Member for service or disability having no
spouse at the time of retirement who is eligible foi benefits under this section the
.Meinber shall have the option oi héving refunded to him or her in lump sum the
‘Accumulated Contributions including interest made pursuant to this section, or of
| having these contributions treaied as voluntaiy additional contributions made to
provide a larger Annuity benefit.
Section 14. That Chapter II, Article 4, Division 5, of the San Diego Municipal Code be
.and the same is hereby amended by amending Section 24.0532, to read as follows:

SEC. 24.0532 Cost of Living AdjuStment Program Shared Between Employer and
Members : ' '

; The oost of any anticipatod cost of living increase in allowances which is based
| upon services rendered after July 1, 1971, shall be shared equally between the employer
and the contributing Membor, with the individual member's contributions based upon his
or iier age.at his or‘her ‘near'est birthday at time of entrance into the Retirement System..
| Commencing July 1, 1971, and until adjusted by the Board upon the
recommendation of the Actuary, the »contribution requireinents of Members as contained
in Sections 24.0202 and 24.0302, respectively, plus surviving 'spouse contributions as
contained in Section 24.0521, shall be increased by 15%. In addition, the contribution
requirémént for those Members specified therein who are active Meinbers on or after

June 30, 1985, shall be increased by 20%. These "cost of living contributions” will be

separately totaled upon the retirement of Members after July 1, 1971.
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Section 15. That Chapter II, Article 4, Divisioﬁ 6, of the San Dié‘go Municipal Code be
and the same is hereby amended by amending 4Section 24.0608, to read as follows:
SEC. 24.0608 Social Security Integrated Option
All members of the City Employees’ Retirement System who, on and after
the integration date .are entitled to Social Security benefits, shall hav.e an option as
follows: |
Upon recéipt of evideﬁce furnished by the eligible member that said
~ member will be entitled to Social Security benefits at age 65 , the said eligible
member upbn retirement"may request aﬁd the Board shall graﬁt a modified
retirement éllowanée whiclll Will be the actuarial equivalent of the unmodified
retirement allowance; such retirement allowance shall be so m'odiﬁéd as to
provide a greater monthly payment before the first of the month in which the
member attains the agé‘of 65 and a lesser monthly payment commencing on such
date; such greater monthly payment shall equal the sum of the lessglr monthly
payment plus the estimated individual’s Old Age Insurance Benefits which will be
payable. This modified allowance may Be further modified onan actuarial basis
in accordance with the provisibns (;f Sectiéns 24.0603, 24.0604, 24.0605, .24.0606 |
o% 24.0607. | |
For officers and employees of The City of San Diegq hired prior to

January 1, 1982, the above provisions shall apply for that period of Social

Security coverage prior to January 1, 1982. Subsequent to the withdrawal daté
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(December 31, 1981), all provisions for social. security integration shall be

inapplicable to such employees except for the prior period of vesting.

Section 16. That Chapter II, Article 4, Division 7, of the San Diego Municipai Code be
and the same is hereby amended by adding Section 2‘4.0715, to read as foilows:
SEC. 24.0715Continued Health Coverage
Any su_rViving spouse eligible for death benefits pursuant to Sections 24.0705,
24.0706, 24.0709, 24.0710, 24.0710.1, 24.0710.2 and 24.0710.3 shall be entitled to .
continued health coverage as provided in California Labor Code Section 4856.
Sectioh 17. That Chapter’ 11, Article 4, Division 9, of the San Diego Municipal Code be
and the same is flereby amended by amending Section 24.0907, to read as‘follows:
SEC. 24.0907 Surpius Undistributed Earnings
| a. Surplus Undistributed Earnings shall be comprised of Investment
Earnings Received for the previous fiscal year, ‘less:
(D) An amount sufficient to credit interest to the contribution accounts
of the Members, City and the Unified Port District at an interest rate determined _
by the Board and distributed in accordance with Section 24.0905 and related
Board rules; and |
) An amount sufficient to meet the budgefed expenses and costs of

operating the System including all personnel and services for the fiscal year; and

Corrected copy
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3) An amount necessafy to maintain such.reserv.és as the
Board deems appropriate on advice of its investment coﬁnselor and/or Actuafy;
and

4) An amount sufficient to credit the Unified Port District (“UPD”)
with a proportional share of Surplus Undistributed Earninngs as defined in.this .
Section.

)] An amount, (the Division 12 amount), appropriate to provide
health benefits to Health Eligible and Non Health Eligil;le Retirees as providéd in
Division 12 for the next fiscal year provided:

() in the next fiscal year, the City contributes to the
401(h) Fund no less than an equal amount which is designated to
be used for_fetiree healt}; benefits to be péid or reimbursed in the
next fiscal year; and, |

(b) to the extent the City makes a contribution to the

401(h) Fund for the next fiscal Iyear, the Division 12 amount shall be

treated as a portion of normal employer contributions paid to the

Retirement System when the City so designates in accordance with

Section 24.1203(b)(5). :

(6) . Anamount sufficient to provide necessary funds to pay an
annual supplemental benefit to qualified retirees, bursuant to the provisions and
conditions set forth in Section 24.0404. If, at the time of the annual

determination, the amount provided for the supplemental benefits is less than
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$100,00_O, no supplemental benefits lel be paid in that fiscal year and the m'onie-s

will be placed in a special reserve and be cafried forward to ensuing years until

such time as the amount to b¢ provided for this benefit from ensuing Surplus

Undistributed Earnings and the special reserve is $100,000 or more.

b. At the beginning of each fiscal S/ear, the Board shall credit all
Surplus Undistributed Earnings to the Reserve for Employer Contributions, for
the sole and exclusive purpose of reducing Retirement System li.ability.
. C. Fdr the purpose of distributing annual supplemental benefits to

qualified retirees, Investment Earnings Received shall be determined _oﬁ a cash

basis, excépt that InQe’stment Earnings Received shall be inéreased or decreased

by the amdunt of the annual amortization of purchase discounts or p'remiums on

interest-bearing investments earned in accordance with generally accepted

accounting principles for financial reporting purposes. No subsequent changes in -

the ﬁlethod of accoqnting for the Retirement System shall affect the determination

of Investment Earnings Received. Surplus Undistributéd Earnings shall be

deterrrﬁned by the City Auditor and Comptroller in accordance with this section

- and shall be certified by the City's independent public acéountant. '

Section 18. That Chapter II, Article 4, Division 12, of the San Diego Muhicipal Coée be
and the same is hereby amended by repealing Division 12.
| Section 19. That Chapter II, Article 4, Division 12, of the San Diego Municipal.Code be‘
and the same is hefeby aﬁended by reenacting and ‘adding Sections 24.1201, 24.1202, 24.1203,

and 24.1204, to read as follows:
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DIVISION 12
Post Retirement Health Benefits

SEC. 24.1201Eligible Retirees

: (a) Effective August 1, 1997, t\;vo separate pdst retirement health -
benefits shall be offered, one to Health Eligible Retirees and the other to Non
Health Eligible Retirees as set forth m this Division. A Health Eligible Retiree is
~any General Member, Safety Member or Legislative Officer who: (1) was on the
~active payroll of The City of San Diego on or after October 5, 1980, and (2)
retires on or after October 6, 1980, and (3) is eligible for and is receiving a
retirement allowance from the Retirement System. A Non Health Eligible Retiree
is any-retiree who: (1) retired or terminated employment as a vested member from
The City of San Diego prior to October 6, 1980; and (2) is eligible for and is
receiving a retirement allowance from the Retirement System. |

) Health Eligible Retirees who retired on or after J uly~ 1, 1992 under

the "sliding scale'_ " benefit m existence at the time of their retirement shall have
their Retiree Health Benefit prospectively adjusted on August 1, 1997, to be the
same as that for Health Eligible Retirees who retire on or after August 1, 1997..
SEC. 24.1202Post .Retirement Health Benefits Defined

| @) Non Health Eligible Retirees shall be entitled to payment or
reimbursement of an amount not to exceed $600.00 per year for health insurance

expenses.
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(b) Health Eligible Retirees shall be entitled to participate in and
obtain health coverage under any currently available City sponsored health
insurance plan or any other health insurance plan of their choice and have their
premiums paid or reimbursed in‘accordance with the limitations set ‘fo‘rth in this
Division.

(c) Regardléss of the health insurance plan selected, payment or
reimbursement to a Health Eligible. Retiree shall not éxceed _the lower of (1) the
cost of the Medicare eligible or Non-Medicare eligible retiree-only premium for '
the highest cost Heaith Maintenance Organizétion (HMO) plan which is a C‘ity
sponsored ‘health insurance plan, or (2) the actual premium cost incurred by or for
the Health Eligible Retiree.

| (d) A Health Eligible Retiree'tvimely enrolled in Medicare shall also be

" entitled to reimbursement of the cost of the part B supplemental medical expense

premium.

(e) A Health Eligible Retiree who, on January 1, 1997, was enrolled in

and who remains continuously enrolled in any Preferred Provider Organization

(PPO), shall not be subject to the limitation set forth in (c)(1) of this section.
Instead, the limitation shall not exceed the cost of the Medicare eligible or Non-
Medicare eligible retiree-only premium for the City sponsored PPO plan made

available to Health Eligible Retirees.
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SEC. 24.1203 461(hi Fund Established
B (@) All post retirement health benefit pa}iinents pursuant to this
Division shall comply with all applicable Federal laws, inciuding Section 401(h)
of the Internal Revenne Code (“Code™). To the extent there may be a conflict
betvi/een tne rules of this Division .and' Section 401(h) of the Code or regulations
issued thereunder, the Code and regulations shall govern.
(b) 401(h) Fund - Compliance with Applicable Provisions of the Code
| 1) All health:benefits pursuant to this Division shall be paid
| solely from the 401(h) Fund established pursuant to Code Section 401(h)
~and any regulations issued thereunder.
| (2) No health benefits provided under the 401(h) Fund shall
discriminate in favor of highly compensated employees.
(3) The '401(h) Fund shall be a separate account solely for.
providing health i)eneﬁts and shall be established and maintained by the
Board to reflect_the_amounts contributed for the payment of post
'retirement health benefits. This account shall be for record keeping
~ purposes only. Amounts credited to the 401(h) Fund may be invested with
other Retirement System funds set aside for retirement purposes, without |
identification of .which investments are allocable to each account.
Howe‘ver, earnings on each aecount shall be aliocated to each in a

reasonable manner.
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4) Contributions to the 401(h) Fund shall be méde by the City
solely to pay and make reimbursement for health benefits for retirees
eligible for. health benefits. Contributions shall be reasonable,
ascertainable, necessary and appropriéte. Contributions shall not exceed
~ the amounts tﬁat, under the Code, Would violate the rule that fequires
health benefits to be subordinate to the retirement benefits.

5) The City must, at the time it mékes a contribution to the
401(h) Fund, designate in writing to the Board that po'rtion of the
céntribution allocable to the 401(h) Fund to be used solely for health
benefits.. |

(6) Prior to the sat.isfaction of all liabilities under the
~Retirement System to provide for health benefits, no part of the 401(h)
Fund shall be used for, or diverted to, any purpose other than providing
health bepefits,’ except that, amounts credited to th¢ 401(h) Fuﬁd may be
used to pay for necessary énd appropriate administrative expenses related
to post retirément health benefits. |

@) Any amounts contributed to the 401(h) Fund and which
' remain in the 401 (h) Fund after the satisfaction of all liabilities for health
benefits (including but not limited to benefits payable in the future for
A existing members) shéll be returned to the City. The City shall provide
" benefits to affected members and retirees of the Retirement System

equivalent to any amount so returned.
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€)) This section does not require separate accounts for key
employees because no member of the Retirement Systein is a key
employee under the definitions of the Code. |
C)] Assets attributable to any forfeifures of benefits payable
under the 401(h) Fund shall be used to reduce the City’s ccintributions to
pay for health benefits provided under .the 401(h) Fund. |
(¢c) = The Board may .adopt such rules and regulaﬁons pursuant to
Section 24.0901 as necessary or appropriate to carry out the requirements of this
i)ivision. _
SEC. 24.1204 F_unding
Post retiremeni health beneﬁté described in this Division shall be paid
frorii the following sources of funds in descénding order of availability, as may be
appropriate fo provide the benefits set forth in this Division:
(a) from the 401(h) Fund, to the extent of monies therein; and, if
neéessary, |
(b) b)i the City, directly, from any source of funds available to The
City of San Diego. |
Section 20.‘ That Chapter II, Article 4, Division 13, of tlie San Diego
Municipal C(ide be and the same is hereby amended by amending Sections

24.:1304, and 24.1307, to read as follows:
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SEC. 24.1304Purchase of Service Credit for Part-Time or Hourly Service in
Positions not Eligible for Membership

Upon vesting, any Member Who was employed by the City in a positiqn
that was less than full-time or was otherwise not eligible for membership, may
purchase full-time service credit for' the period of time he or she rendered part-
time or ﬁouﬂy service prior to membership.

No employee shall be eligible to purchase service credit under this
Section for periods of employment after Jaﬁuary 1, 1997.

SEC. 24.1307Purchase of Approved Leaves of vasence

(@ Notwithstanding the definition of Creditable Service in Section
24.0103, any Mémber granted an approved leave of absence shall have the right,
upon his or her return to _(iity service, and upon request by the Member, to obtain
service credit for a period of up to one year of‘such absence by paying into the
Rétirement System anv amount determined by the Board to be the equivalent of the
- employee cést of that service.

(5) - Notwithstanding the definition of Creditable Service in Section
.24.0103, any Mémber granted an abproved leave of absence for periods of time in
excess of one year shall have the right, upon return to City service, and upon

rc;,quest by the Member, to obtain service credit for such excesé leave of absence
by paying into the Retirement Systefn an amount determined by the Board to be
the equivalent of the employee and employer cost of thét service.

© A mémber_ is not 'éligiblve td purchase service credit under S’ection

24.1307(a) or (b) for periods of leave of absence that begin after January 1, 1997,
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except for leaves of absence. granted by the City for long term di_sability benefits,

Family Medical Leave Act pefiods approved by the City, leaves of absence

without pay approved by the Civil Servicé Commission with job to be saved,

including any period preceding réinstatement by the Civil Service Commission

following a termination appeal. |

Section 21. That Chapter II, Article 4, Division 13, of the San Diego Municipal
Code be and the same is hereby amended by repealing Section 24.1311.

Section 22. That Chapter II, Article 4, Division 14, of the Sa)n Diego Municipal
Code be and the same is hereby amended by repealing Division 14.. |

Section 23. That Chapter II, Article 4, Division 14, of tﬁe San Diego Municipai :
Code be and the same is hereby amended by reenacting Division 14, by adding Sections
24.1401, 24.1402, 24.1403, 24.1404, 24;1405, 24.v1406, 24.1407, 24.1408 and 24.1409, to‘
read as follows:

DIVISION 14
'DEFERRED RETIREMENT OPTION PLAN
SEC. 24.1401 _Purpose and Duration
a. Effective April 1, 1997, a deferred retirement option plan (DROP)
is created and offered to Members on a voluntary basis‘ as an alternative method of
. benefit accrual in the Retiremen; System as set forth in this Division.
b. DROP is created to add flexibility to the Retirement System. It

provides Members who elect to participate in the program access to a lump sum

-PAGE 35 OF 45- _
D-18392



benefit in addition to their normal monthly retirement allowance at their actual
retirement. DROP is intended to be cost neutral regarding plan funding.

c. The DROP plan shall be offered on a trial basis for a period of

three years commencing April 1, 1997 and ending March 31, 2000. During this .

three year trial period, DROP shall be evaluated by the City on a cost basis.
During and by the end of this three year period, the city will determine whethér
the costs of DROP, including but not limited to ény increase to the employer

contribution rate recommended by the System’s actuary specifically related to

DROP, are greater than any savings realized as a result of the implementation of

DROP. If the City determines DROP to not be cogt effective, the City may
determine not to extend DROP for eiections that would otherwise have been
made by Merﬁbers after April 1, 2000. If. the City determines DROP to Be cost
effective, or takes no action to eliminate further DROP participation, DROP shall
become a permanent benefit effective April 1,-2000. |

SEC. 24.1402Eligibility, Duration of DROP Participatidn, and Waiver

a. Any lMember, except a Safety Member who elects.to acérue

benefits pursuant to Section 24.0403 (g), who has attained the age énd-serviceA
necessary to be eligible for serviceA retirement shali be eligible to par_ticipate in
DROP.
b. Any member who elects to participate .in DROP shall yoluntarily

}

and irrevocably:

(1) Designate a period of participation not to exceed sixty (60) |

consecutive months.
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| (2) Cease, from and after the date the Member begins
participating .in DROP, to accrue benefits under any other‘ Division of this Article.

| 3) Have DROP benefits credited to a DROP Participation
Account _pursuaﬁt to Sectioﬁ 24.1404.

(4)  Accrue benefits from ang. after the date the Member begins
participating in DROP pursuant'to the terms of this Division.

) Receive bgﬁefits from the Reti,rem’(/ant Sysfem upon
termination of City employmentt at the time and»jn the manner provided in the
felevant Sections of this Article.

©) Agree to terminate City employment upon completion of
the designated DROP participation pefiod.

@) Execute such Waivers with respect to age and .other
discrimination in employmen.t laws as are required by the City and the Retirement
System.- | |
SEC. 24.1403 Tefmination of DROP‘Participation

a. DROP participation may be terminated by voluntary termination of
employment at any time before the completion of the DROP participation period .
designated by the Member on the apprbpriate DROP participation form .

b. DROP shall be terminated by fhe first occurrence of any one of the
following events: |

(1) upon the completion of the .DROP participation period-

designated by the Member on the appropriate DROP participation form.
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2) involuntary termination of employment. In the event a
termination for cause is reveréed, a Member’s participation in DROP, less
any-benefits previousiy distributed pﬁrsuant to Section 24. 1407, shall be

“reinstated for the duration of the original DROP participation period '
initially designated by the Member on the appropriéte DROP participation
form.. | |

(3)  death of the Member..

| 4) approval of disability retirement benefits under the terms of
this article.
SEC. 24.1404 DROP Benefits and Pa'rticipiltion Accounts
a. A DROP Participation Account is ;1 “ﬁominal” account established

.' within the Retirement System on behalf of each DROP participant. All benefits
accrued pursuant to this Division shall be-accounted for in the DRbP
Participation Account. A DROP partic'ipant shall not have a clairﬁ on the assets of
the Retirement System with respect to- his or her DROP Participation Aécount, nor
shall there be any assets set aside fdr any DROP participant which are separate
from all other Retirement System_assets. |

b. All amounts credited to the member’s DROP Participation
Account shall be fully vested.

c. A Metﬁber’s DROP Partiéipation Account shall be credited with:

¢} an amount, credited monthly, which is calculated in the

same manner as a service retirement benefit using the factors for age, service, and

final compensation in effect on the effective date of DROP participation. This

-PAGE 38 OF 45- -
(- 18392



amount shall be increased annually pursuant to the COLA provisions descfibed in -
Section 24.0531. |

2) ~an amouﬁt, credited annually, representing the Annual
Supplemental Benefit described in Section 24.0404 based upon the Member’s
Creditable 'Service on the day before the Member elects to participate in DROP.

3) an .amount, credited bi-weekly at the end of each pay
period, -equal t0 3.05% of theAMember’s_ corﬁpensation‘ earnable.

- (4) an amount, deducted from the Members"s salary and
credited bi-weekly at the end of each pay period, equal to 3.05% of the Member"s
compensation earnable. This amount shall be picked up and paid by the City for
the sole purpose of obtaining tax deferral and in accordqnce with the requirements
of Internal Revenue Code Section 414 (h) (2)..

&) | an amount, representing interest, the rate and manner of
crediting to be determined by the Board through rules and regulations adopted
pursuant to Section 24.090.1. These rulg_s and regulations shall have the same
 force ahd effect as a duly adopted ordinance.

SEC. 24.1405 Additional DROP Provisions

a. Effective on the date that a mémbef elects to participate in DROP,
employee and employer contributions pursuant to Divisions 2, 3" and 8 of this
'Article shall cease with respect to that Member.. |

b. A Member who elects to participate in DROP and becomes

disabled during the period of DROP participation shall be eligible to apply for
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disability retirement benefits. In the event the application for disability retiremeﬁt
‘benefits is approved by the Board:

(1) the disabiiity retirement benefit shall be calculated using
the factors of age; service, and final compensation in effect the day before the
effective date of DROP particlipation.v

) all amounts in the Member’s DROP Participation 'Account.
;hall be distributed pursuant to Section 24.1407. -

. In the event a Member dies dulring the period of DROP -
participation, eligible sﬁrvivors shall be entitled to receive:
| (1) all amounts in the Member’s DROP Participation Account
: pursﬁant to Section 24f 1407, including the retiree death beneﬁt in Section
24.0714.1. |

2) if eligible; a Special Death Benefit pursuant to Sections
~24.0705, 24.0706, 24.0709, 24.07_1'0,. 24.0710.1, 24.0710.2, and 24.0710.3 using
fhe factors of age, sérvice and final compensation in effect on the date of the '
Member’s death. The Special Death Benefit shallbe paid in lieu of any'survivor
continuance otherwise payablé in the form of benefit determined pursuant to
Section 24.1404 (c) (1). |

(3)  if ineligible for a Spécial Death Benefit,‘ the deéigﬁated
beneficiary-shall only be entitled to the ambunt and form of benefit determined
pursuant to Section 24.1404 (c)\(l). in accordancg_ with the Member’s designation |

at the time of DROP election.
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d. A Mémber who elects to partlicipate in DROP shall qualify as a
Health Eligiblé Retiree and be eligible to reéeive Post Retirement Health Benefits
-pursu.ant to Division 12 upon éompletion of the period of DROP participation
and separation from City service.. |
SEC. 24.1466 Designation of Beneficiary
 a. A Member who elecfs to participate in DROP shall designate a
beneficiary. Member '.s beneficiary designation shall be applicable to all
distributions pursuant to Section 24.1407.

b. If the designated beneficiary predeceéses a DROP particibam who
then dies before designating a new beneficia.lry,A all distributiOnS pursuant to
Seétion 24.1407 shall be madé to the estate of the DROP participant.

c. Né beneficiary designation made under this Section shall be in
abrogétion ofa Member’s community property obligations under appl_icable.

California law.
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SEC. 24.1407 Payment of Benefits

a. Upon the simultaneous termination of“DROP participatioh and
City employment, a Member shail be entitled to receive: -

(1)  the monthly‘ retirement allowance in the amount determined
under Section 24. 1404(c) (1) that was credited monthly to the Member’s DROP.

_ Participétion Account at the date of tefminatio_n of DROP participation; and

2) the amount for which the Member is eligible under the
Annual Supplemental Benéﬁf described in Section 24.0404 based upo'n_the
Member’s Creditable Se?vice oﬁ the day befo_re the Member’s éiection to
participate in DROP.

| 3) All amounts credited to the Member’s DROP Participation
Account on the effective date of termination of DROP participation.

b. The normal form of payment Shéll be a lump sum distribution,
prbvided, however, a Member may elect to receive ah annuity pursuant to this
Section. If the‘Member elects to receive an annuity:

1) the annuity shall be in any form established by the Board
and subject to appliéable provisions of the Internal Revenue Code.

(2) the annuity shall be the actuarial equivalerrlf of the amount
cr.edited to the DROP Participation Acéount at the termination of the DROP
participatioﬁ period. Fdr this purpose, “actuarial equivalent” is én émount that>
has the same present value as the amount credited to the DROP Pa‘rticipation‘
Account at the termination of tﬁe DROP participation period based on interest

rates and mortality tables recommended by the System’s actuary and adopted by
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the Board as a part of rules and regulations pursuant to Section 24.0901. The
annuity shall be calculatedAusing the age of the DROP participant and,ﬂ if a joint
and survivor option is elected, the age of the beneficiary on the date of
termination of the DROP participation period.

c. No COLA or supplemental benefit or later adjustment shall be made
with respect to any annuity payable pursuant to Section 24. 1407 (b).

SEC. 24.1408 Compliance with Applicable Provisions of the Internal
Revenue Code. '

a. It is intended DRQP shall not jeopérdize in any way the tax
qualified status of tﬁe Retirement System under the rules and regulations of the
Internal Revenue Service. Th¢ Board shall have the authority pursuant to Section
24.0901 to adopt rules .and regulatiions to the extent necessary or appropriate for
DROP to comply with applicable Federal laws and regulations, with‘ sﬁch ac.tiOn
having the same force and effect as a duly enacted ordinance.

b. Notwithstanding. any other provision in this Article; benéﬁts
provided pursuant to this Division shall be subject to the requiremehts of the
InternalvRevenue Cdde (Code) and regulations issued thereunder as necessary for
the Retirement System to remain a tax qualiﬁed retirémeht plan, including, but
not limited to, the following:

| (1)  The limitations of Section l415 of the Code relating to the B
amount of benefits that can be paid.
(2) | The limitations of Section 401 (a) (17) of the Code relating

to the amount of compensation that can be taken into account for benefit accrual.
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3) The limitations of Seciion 401 (@) (9) relating to the time |
that benefit payments must begin.’ |
4) - The iimitations of Section 401 (a) '(31) relating to the
rollover of beneﬁis. _
5) . The limitations of Section 401 (a) (25) relating “definitely
determinable” benefits.
SEC. 24.1409Employmenf Status during DROP Participation
A Member who elects to participate in DROP shall have all of the rights,
privileges, and benefits, and be subject to all other terins and conditiqns of‘ active
employment, including, but not limited te, the City Flexible Benefits Plan.
Section 24. That Chapter II, Article 4, Division 8, of the San Diego Municipal
Code be and the same is hereby amended by amending Section 24.0801, to read as
follows:
SEC. 24.0801 City’s Contribution
Commencing July 1, 1954 the City shall contribute to the Retirerrient Fund
in respect to members a percentage of earnable compensation as determined by
the System’s Actuary pursuant to the annual actuarial evaluation required by
: Section 24.0901. The.required City centributions shall be determined separately
by the Actuary for General Members and Safety Members. _
All deficiencies which may accrue as a result of the adopfion of any
, _section in the Retirement Ordinances must be'am‘ortized over a period of thirty
years or less. Any ameunt desi‘gnaied pursuant to Section 24.1203(b)(5) shall not

1

constitute a deficiency within the meaning of this Section.
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Séction 25. The benefit improvements shall not becomé effective unless approved By the
active members of the Rétirement System. The Retirement Administrator. is directed to
immediately inform the City Clerk of the results of the vote held pursuant to Charter section
143.1. The San Diego Municipal Code shall not be amended pursuant to thisv o‘rdinance' unless
and until the Retirement Administrator notifies tﬁe City. Clerk the members of the Retirement
System ha\;e approved the increase on beﬁefits.

' Séction 26. For pﬁrposes of establishing a referendum only, this ordinance shall take
effect and be in force on the thirtieth day from and after its passage. |

APPROVED: CASEY GWINN, City Attorney

By Mﬁ%ﬂhﬁ |
Sharon A. Marshall™ '

Deputy City Attorney

LEC:SAM:mrh
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