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INTRODUCTION

Most City of San Diego (“City”") employees are represented by one of five bargaining
units: The Local 127, American Federation of State and County Municipal Employees (“Local
127 AFSCME”), the Municipal Employees Association (“MEA”), the Police Officers
Association (“POA”), the International Association of Firefighters Local 145 (“IAFF Local
145”) and the Deputy City Attorneys’ Association (“DCAA”).

During labor negotiations in 2008 and 2009, the City sought to eliminate or curtail the
Deferred Retirement Option Plan (“DROP”) for existing employees. The bargaining units have
taken the position that DROP may not be amended without approval of a majority of San Diego
City Employees’ Retirement System (“SDCERS”) members under San Diego’s Charter and, in
any event, DROP is a vested benefit of employees.

On April 1, 2009, the City filed case number 37-2005-00086499-CU-P
Diego Superior Court (“DROP lawsuit”) against the POA. The Complaint alleges, among other
things:

. the City is facing a funding gap in its pension system that has grown to $2
billion due to investment returns. . . . To meet this challenge, the City has
embarked on a reform effort that includes the implementation of cost-cutting
measures, benefit adjustments, and benefit controls. (DROP lawsuit at § 2.)
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Commonly referred to as ‘double-dipping’, other major public employee pension
systems in California such as the California Public Employee Retirement System
(CalPERS), and the State Teachers Employee Retirement System (CalSTRS)
already prohibit, or limit such an opportunity for member of their retirement
systems. (/d. at §4.)

The City has presented its proposal to eliminate DROP to POA, and has
demanded POA meet and confer with the City regarding its proposal. As a benefit
of employment, DROP is a mandatory subject of bargaining under applicable
labor relations laws. However, POA has consistently refused to meet and confer
with the City regarding the proposal, thereby impeding the City’s efforts to move
forward with its reform process in an efficient manner. (/d. at ¥ 5.)

The City’s Complaint in the DROP lawsuit asks the Court to order POA to meet and confer
regarding the City’s proposal to eliminate DROP.

On April 21, 2009, the City Council unanimously approved the terms of tentative labor
agreements for Fiscal Years 2009- 10 nd 2010-11 for the MEA, h IAFF Local 145 and the
DCAA. Among the parties agreed to defer negotiations on the DROP issue until the
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DROP lawsuit 1s resolved.

Negotiations with the remaining two bargaining units, Local 127 AFSCME and the POA,
did not end in agreement. On April 14, 2009, the City Council imposed on both unions the terms
and conditions of empioyment contained in the Mayor’s last, best and final offer for Fiscal Year
2009-10. Those terms included changes to DROP. In addition, DROP was eliminated for
unrepresented and unclassified employees.

The Board of Administrators for SDCERS has informed the City that it will not
implement changes to DROP without approval of a majority of SDCERS’ members.

Although there have been many legal analyses conducted regarding DROP over the
years, none have reviewed the history of DROP and analyzed whether it complied with the
Charter when it was originally implemented. We have done so and have discovered that the
ordinance creating DROP never took effect under the San Diego City Charter or even under its
own terms. As a result, we conclude that elimination of DROP does not need approval of
SDCERS members.
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QUESTION PRESENTED

Can DROP be eliminated without approval of SDCERS’ membership?

SHORT ANSWER

Yes. The ordinance creating DROP never took effect under the San Diego City Charter or
even under its own terms. Simply stated, in 1997, the labor unions did not get enough of their
members to vote for approval of the ordinance.

DISCUSSION

San Diego’s City Charter (“Charter”) section 143.1(a) provides in pertinent part:

No ordinance amending the retirement system which affects the benefits of any
employee under such retirement system shall be adopted without the approval of a
majority vote of the members of said system.

Section 143.1 only applies where an ordinance amends the retirement system and
affects the benefits of an employee. As discussed below, termination of DROP would not

amend the retirement system or affect benefits because the ordinance enacting DROP never
became effective as part of the retirement system for two separate reasons:

1. The ordinance did not receive “approval of a majority vote of the members of said
system” as required by section 143.1;

2. The ordinance by its own express terms was conditional and the conditions did not
occur.

Since DROP was never formally adopted as a benefit under the retirement system, there
is no need to conduct a vote under section 143.1 to eliminate it.

L THE ORDINANCE CREATING DROP NEVER BECAME EFFECTIVE
BECAUSE IT DID NOT RECEIVE “APPROVAL OF A MAJORITY VOTE OF
THE MEMBERS” OF THE RETIREMENT SYSTEM

In 1997, the City amended the San Diego Municipal Code (“SDMC”) to provide for
DROP as an “alternative method of [retirement] benefit accrual.” (San Diego Municipal Code §§
24.0103,24.1401(a).) Members' of SDCERS who are eligible to retire may instead continue
working as active employees for up to five years. (SDMC § 24.1402.)

: A “Member” is any person employed by the City who actively participates in and contributes to the

Retirement System, and who will be entitled, when eligible, to receive benefits from the Retirement System.
(SDMC § 24.0103)
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DROP was implemented by agreement of the City in June 1996 and through a series of
ordinances, Ordinance No. O-18385 (March 4, 1997) and Ordinance No. 0-18392 (March 31,
1997).2

election “as required

’:3

Retween Apﬂ 4,1997, and April 20, 1997, SDCERS conducted a

by Section 143.1 of the City Charter.” U:xhlmt A, SDCERS Bulietin “Beneu ts Election,” dated
April 1997, pg. 1.) SDCERS’ Bulletin concisely detailed the proposed changes to the
Retirement System which were approved by the City Council in June of 1996 as part of MP 1,
including the proposed implementation of DROP. Issue #4 of that election bulletin stated “[i]t is
proposed that a Deferred Retirement Option Plan (DROP) be established effective April 1,
19977 and continued over the course of approximately six paragraphs to detail the intricacies of
the proposed plan. [emphasis added] (Exhibit A, pg. 2). The benefits election bulletin stated that
“[t]he election is required by Section 143.1 of the City Charter. After approval by a majority
vote of the active members of the Retirement System, the San Diego Municipal Code will be
amended to reflect the proposed changes.” [emphasis added] (/d. pg 1.)
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employees to respond elther yes or “no” to the following question: “Should the San Diego
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Municipal Code be amended to implement the changes to City of San Diego General and Safety

Member retirement benefits referenced in the attached Elections Bulletin?” (Exhibit B.) DROP
was issue number #4 in that benefits election.
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The statistical report attached to SDCERS’ certification letter detailed that there were
only 3,269 confirmed votes out of 9,206 eligible voting members, a 35.51% participation rate.
(Exhibit B, pg 2.)

The affirmative votes constituted a majority of those members voting, but did not
constitute a majority of the members of the retirement system. As discussed below, the election
failed because it did not receive “approval of a majority vote of the members of said system” as
required by Charter section 143.1.

Simply stated, the }aber unions did not get enough of their members to vote.

/1
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2 Ordinance 0-18392 (March 31, 1997) repealed Ordinance O-18385 (March 4, 1997). An attempt to make
DROP “permanent” was made in 2002 through Ordinance O-19701 (June 18, 2002). Per discussions the City had
with Mark Hovey, SDCERS Chief Financial Officer, in March 2009, no Charter section 143.1 vote took place with
regard to Ordinance O-19701.
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A. The 1997 vote failed because it did not receive approval of a majority vote of
the members. Majority approval of those voting was not enough.

Charter section 143.1 is absolutely clear that “approval of a majority vote of the
members” is required. It does not provide that approval of a majority of those members voting is
sufficient.

The plain and unambiguous language of Charter section 143.1 requires that before any
ordinance is formally adopted which affects the benefits of any employee under the retirement
system there must be a majority vote of all members of the system.

That is the reason that the SDCERS Board of Administration historically was careful to
point out to members the need for them to vote. In announcing a vote in 1965, the SDCERS
Administrator explained that the changes “must also be approved by a majority vote of all the
members of the Retirement System.” The SDCERS Administrator further reemphasized:

In summary, a yes vote by the majority of all the members of the System will

mean improved benefits and the employer and employee will contribute a greater

amount. A lack of a majority of yes votes will result in no improvement in
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important that every member votes. [emphasis added]
(Exhibit C, Changes in Retirement Benetits, April 15, 1965.)

The notice of votes in 1967 and 1970 contained similar language: . . . must be approved
by a majority vote of the members.” (Exhibits D and E, Changes in Retirement Benefits, March
17, 1967 and February 27, 1970, respectively.)

The notice of vote for creation of DROP in 1997 explained the need for approval “by a
majority vote of the active members of the Retirement System:”

The election is required by Section 143.1 of the City Charter. After approval by a
majority vote of the active members of the Retirement System, the San Diego
Municipal Code will be amended to reflect the proposed changes.

(Exhibit A, Benefits Election, April 1997.)

As stated above, the 1997 election resulted in only 3269 ballots cast out of 9,206 eligible
voters, not close to a majority vote. (See Exhibit B.)

The SDCERS Board of Administration has a policy that it will comply with Section
143.1 and will not implement an ordinance amending the retirement system unless it has been
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approved by a majority vote of the SDCERS membership. (See Resolution of Board, July 21,
2006.) This is consistent with legal advice given by and to SDCERS over the years.

On October 2, 2002, SDCERS’ Assistant General Counsel Roxanne Story Parks, in a
legal memorandum to the SDCERS Board accurately expressed the law that the clear language
of the Charter must be enforced. She went on to opine:

Charter section 143.1 clearly mandates that an ordinance affecting the benefits of
any member of the retirement system must be approved by a majority vote of all
retirement system members. [emphasis added]

(Exhibit F, SDCERS Legal Services Division Memorandum, dated Oct. 2, 2002, pg. 1.)
Ms. Parks went on to explain:

Charter section 143.1 does not allow for a vote of only General Members, nor
does it allow for a vote of only members within a particular bargaining unit. And,
section 146 does not authorize the Council pass [sic] an ordinance to allow for

this. Any other construction of section 143.1 would not only violate the clear

language of that section, but could lead to absurd results.

(ld. at 6.)

On October 16, 2002, Deputy City Attorney Michael Rivo, in a letter to former
Retirement Board Administrator Larry B. Grissom, concurred with Ms. Parks’ legal opinion and
conclusion with regard to the voting requirements under Charter section 143.1. (Exhibit G, pg.

1.) Deputy City Attorney Rivo stated that “Section 143.1 is not ambiguous and clearly states that
all members of the system, and not just those in the classifications affected, must vote on any
change which affects the members’ benefits.” [emphasis added] (/d.)

In a 1993 Memorandum of Law, Deputy City Attorney Richard A. Duvernay was asked
whether SDCERS could rely on the labor union meet and confer process and their members’
ratification of a memorandum of understanding to satisfy the Charter section 143.1 voting
requirements. (Exhibit H, 1993 City Attorney Memorandum of Law.) Mr. Duvernay responded
to SDCERS that a vote of the whole system was required pursuant to Charter section 143.1. Mr.
Duvernay explained that the SDCERS Board in past years when major benefit changes were
proposed did conduct votes seeking approval of all the members and advised SDCERS Board to
continue this practice. (/d. at 1264.)

In addressing the importance of SDCERS providing the necessary information for
P 1%
members to make an informed decision pursuant to Section 143.1, the memorandum stated:
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The Board’s fiduciary obligation is to manage the trust with a high degree of skill
and care. One aspect of that responsibility concerns the provision of the trust
instrument which grants members the right to vote upon changes in benefit levels.
... [TThe right to vote would be quite meaningless if members were not provided
with enough information to make an informed decision. This of course, brings
the matter full circle back to the Board’s responsibility; for if the Board does not

provide this information to the membership, who will?

As trustees, Board members may not delegate to others the performance of acts
they can reasonably be required to perform. Probate Code section 16012. When
the Board does delegate its functions, which it necessarily and routinely does,
they must nevertheless exercise general supervision over those who perform the
delegated matters. Probate Code section 16012. City management and the labor
organizations do not have access to necessary actuarial expertise the Board
routinely relies upon, nor are they accountable to the Board. For these reasons,
we would advise against the Board relying upon the meet and confer process to
fully inform members with respect to the consequences of any benefit change.

In conclusion, the Board is presently conducting benefit elections under

ot . .
appropriate ciréumsiances.

(Id. at 1265.)

It has been undisputed for fifty (50) years that, under Charter section 143.1, “approval of
a majority vote of the members” is required. Section 143.1 does not provide that approval of
those members voting is sufficient. As expressed by SDCERS’ legal counsel seven years ago,
we are bound by the clear wording of the law. (See California Teachers Association v. San Diego
Community College District (1981) 28 Cal.3d 692, 698.)

The 1997 election resulted in only 3,269 ballots cast out 0of 9,206 eligible voters, not
close to a majority vote of the members. (Exhibit B.) Accordingly, it is clear that the 1997 vote
did not satisfy Section 143.1°s requirement of “approval of a majority vote of the members.”

B. As a result of the failed 1997 vote, the DROP ordinance did not take effect.

The City of San Diego is a “charter city.” (Cal. Const., art. XI, which authorizes the
organization of cities as either “general law cities” or “charter cities;” Cal. Gov’t Code § 34101;
Grimm v. City of San Diego (1979) 94 Cal. App. 3d 33, 37.) As a charter city, San Diego “can
make and enforce all ordinances and regulations regarding municipal affairs subject only to the
restrictions and limitations imposed by the city charter, as well as conflicting provisions in the
United States and California Constitutions and preemptive state law.” (Grimm, 94 Cal. App. 3d
at 37; Cal. Const., art. XI, §§ 3, 5.)
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In effect, the “charter is to a city what the state constitution is to the state.” (Grimm, 94
Cal. App. 3d at 37.) A charter, being the supreme law of a city, is subject only to constitutional
limitations and preemptive state law. (Domar Electric, Inc. v. City of Los Angeles (1994) 9 Cal.
4th 161, 170.) “[I]t is well settled that a charter city may not act in conflict with its charter,” and
that any act that is violative of or not in compliance with the charter is ultra vires and void. (/d. at
71.) Ultra vires is defined as “[u]nauthorized; beyond the scope of power allowed or granted by
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a corporate charter or by law.” (Black’s Law Dictionary, ultra vires p. 1559 (8th ed. 2007).)

The San Diego Municipal Code sections which include pension benefits that were not
approved by a majority vote of the members of the retirement system as required by Section
143.1 are void as contrary to the requirements of the Charter. Montgomery v. Board of Admin. of
City Employees’ Retirement System of San Diego (1939) 34 Cal. App. 2d 514, dealt with an issue
concerning a conflict between Charter section 141 (in its original form), which required ten years
of continuous service for benefit eligibility, and ordinances implementing then existing SDMC
sections which permitted the totaling of intermittent periods of employment to satisfy the ten
year vesting requirement. In 1938, the Board suspended payments to pensioners whose
eligibility had been calculated by the method of totaling intermittent periods of employment
pursuant to the ordinance. Shortly thereafter, Montgomery filed a lawsuit asking the court to
determine and declare his rights and the rights of all other pensioners under the Charter and the

amanded nn 1ant fG the arthisnt ardinanrag Th vt nnfino

—~ . . . 1 e
i N |23 e |3 rantl 4
SDMC section 0¢ SUBjeCl Oramnances. 14 Coult noling the conilict

eCuons amendaed pursuant t
between the Charter and the ordinances and SDMC, discussed the supremacy of the Charter and
ruled that “in so far as the ordinances attempt to substitute intermittent service for continuous
service as a basis for retirement, their provisions are void as contrary to the charter and as an

attempt to amend the charter in an unauthorized manner.” (/d. at 520.)

In the instant situation, the amending of the municipal code sections pursuant to an
ineffective ordinance, similar to the municipal code sections and ordinances in Montgomery, are
clearly contrary to the expressed unambiguous language of Charter section 143.1 and are
therefore ultra vires and invalid.

il THE ORDINANCE CREATING DROP NEVER BECAME EFFECTIVE
BECAUSE BY ITS OWN EXPRESS TERMS IT WAS CONDITIONAL AND THE
CONDITIONS DID NOT OCCUR

A condition precedent is a condition to be performed before some right dependent
thereon accrues. (Cal. Civ. Code § 1436.) “Before any party to an obligation can require another
party to perform any act under it, he [or she] must fulfill all conditions precedent thereto imposed
upon himself [or herself] . . . .” (Cal. Civ. Code § 1439.)

Dating as far back as 1867, the California Supreme Court has made clear that when an
ordinance or resolution contains a mandatory condition precedent, which has not been complied
with, the ordinance or resolution cannot be legally passed and is therefore invalid. (Herzo v. City
of San Francisco (1867) 33 Cal. 134, 149, see also Sullivan v. McKinley (1939) 14 Cal. 2d 113,
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117, “[n]o ordinance is valid unless the mandatory prerequisites to its enactment and
performance are substantially observed;” Schofield v. City of Los Angeles (1932) 120 Cal. App.
240, 245-46, holding that a Los Angeles City Charter section which required a proposed
ordinance having to do with zoning first be submitted to the Board of City Planning
Commissioners for report and recommendation, was a mandatory condition precedent, and
therefore any ordinance passed in violation of such charter provision is void and of no effect.)

LIV al e

of
This rule of law continues in effect today.

Ordinance O-18392 (“the DROP ordinance”) establishing DROP states:

Section 25. The benefit improvements shall not become effective unless approved by the
active members of the Retirement 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 this
ordinance unless and until the Retirement Administrator notifies the City Clerk the
members of the Retirement System have approved the increase on [sic] benefits.
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By its own terms, the DROP that DROP 1s not effective unless the
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1. “...unless approved by the active members of the Retirement System.”

2. *...unless and until the Retirement Administrator notifies the City Clerk the
members of the Retirement System have approved the increase on [sic] benefits.”

As described above, the first condition did not occur. The 1997 election did not result in
approval by the active members of the Retirement System. Of 9,206 eligible voters, only 3,269
ballots were cast. (Exhibit B.)

Nor, did the second condition occur. The Retirement Administrator notified the City
Clerk of the total ballots cast, the number of “yes” votes, the number of “no” votes and the total
number of eligible voters. But, the Retirement Administrator DID NOT notify the City Clerk
that “the members of the Retirement System have approved the increase on [sic] benefits.”
(Exhibit B.)

There is a good reason why the Retirement Administrator did not notify the City Clerk
that the members of the Retirement System approved DROP——it did not occur.

The DROP ordinance clearly and unambiguously contained conditions precedent which
needed to be satisfied before DROP could legally take effect. Consequently, before the City
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could be obligated under the ordinance to provide DROP, the conditions must have occurred.
They did not occur. Accordingly, the DROP ordinance never took effect.

III. BECAUSE IT WAS NOT PROPERLY IMPLEMENTED, DROP IS NOT A
VESTED RIGHT OF CURRENT EMPLOYEES
As discussed above, on April 1, 2009, the City filed the DROP lawsuit seeking a ruling as
whether DROP is a vested right of existing employees. (See Kern v. City of Long Beach (1947)
29 Cal. 2d 848, discussing at length the doctrine of public employees having a vested right to
their public pension under federal and state constitutions “contract clause.”)

However, as explained by the Court in Medina v. Board of Retirement, Los Angeles
County Employees Retirement Ass’'n 112 Cal.App.4th 864, 871 (2003):

When a claim is presented under the contract clause, it must first be determined
“whether there is a valid contract to be impaired. The contract clause does not
protect expectations that are based upon contracts that are invalid, illegal,

g ) . . A . . ” .
unenforceable, or which arise without the giving of consideration. . . .” [emphasis
added]

Any contracts to give retirement members pension benefits which were not approved
pursuant to Charter § 143.1 are invalid as beyond the City’s scope of authority. (Domar Electric,
Inc. v. City of Los Angeles (1994) 9 Cal. 4th 161, 171.) Therefore, the vested rights doctrine

does not apply.

IV.  PRINCIPLES SUCH AS ESTOPPEL AND LACHES DO NOT BAR
TERMINATION OF DROP

DROP has been provided as an employee benefit since 1997. This is the first time that
anyone has raised the fact that the ordinance creating DROP was never effective. Accordingly,
we must assess whether and to what extent a Court may apply the equitable principle of estoppel
to find that DROP must continue to be offered and whether the ability to terminate DROP is
time-barred.

A. Estoppel

Estoppel is an equitable principle that may apply where a party relies upon a promise. As
an equitable doctrine, its application is left to the Court’s discretion subject to parameters
established by case law.

Generally, the elements for equitable estoppel are: (1) the party to be estopped was
apprised of the facts, (2) the party to be estopped intended by conduct to induce reliance by the
other party, or acted so as to cause the other party reasonably to believe reliance was intended,



The Honorable Mayor and -11- June 1, 2009
Members of the City Council

(3) the party asserting estoppel was ignorant of the facts, and (4) the party asserting estoppel
suffered injury in reliance on the conduct. (City of Long Beach v. Mansell (1970) 3 Cal. 3d 462,
489.)

“The government may be bound by an equitable estoppel in the same manner as a private
party when the elements requisite to such an estoppel against a private party are present and, in

the considered view of a court of equity, the injustice which would result from a failure to uphold
an estoppel is of sufficient dimension to justify any effect upon public interest or policy which
would result from the raising of an estoppel.” (City of Long Beach v. Mansell, supra at 496-97.)

However, “neither the doctrine of estoppel, nor any other equitable principle may be
invoked against a government body where it would operate to defeat the effective operation of a
policy adopted to protect the public.” (San Diego County v. California Water & Tel. Co. (1947)
30 Cal. 2d 817, 826.)

The California Supreme Court has recognized the existence of cases which applied
estoppel to the area of public employee pensions, in which the courts “emphasized the unique
importance of pension rights to an employee’s well-being, and have frequently arisen after
employees were induced to accept and maintain employment on the basis of expectations
fostered by widespread, long continuing misrepresentations by their employers.” (Longshore v.

County of Ventura (1979) 25 Cal. 3d 14, 28-29.) In Longshore, the Supreme Court went on to
explain the instances where estoppel may be applied to pension rights:

In each of these instances the potential injustice to employees or their dependents
clearly outweighed any adverse effects on established public policy. However,
no court has expressly invoked principles of estoppel to contravene directly
any statutory or constitutional limitations. [emphasis added].

(Id.)

In Medina v. Board of Retirement, Los Angeles County Employees Retirement Ass n
(2003) 112 Cal. App. 4th 864, 869, the Court held that estoppel is not available where the
government agency to be estopped did not possess the authority to do what it appeared to be
doing. (See also, Emma Corp. v. Inglewood Unified School Dist. (2004) 114 Cal. App. 4th 1018,
1030, “[e]stoppel is available against public entities in narrow circumstances, but not if its
application would contradict existing statutes or public policy;” Witkin, Summary of California
Law, vol. 13, Equity § 198 (2008); Cal. Jur. 3d Admin. Law § 171, Estoppel (2009).)

In Medina, two county employees who were deputy sheriffs earlier in their careers and

later became deputy district attorneys attempted to remain classified as “safety personnel” whom
received more generous retirement benefits compared to those provided to “general” county
employees. When the two deputies became deputy district attorneys, whom are eligible only for

(23

the lower “general” benefits, the county mistakenly continued to classify them in the “safety”
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retirement category. Many years later, the county discovered the error and reclassified them as
“general” retirement members effective from the date they became deputy district attorneys. The
deputies sued to be reinstated as “safety” members under an estoppel theory. The trial court ruled
in favor of the county and the appellate court affirmed, holding estoppel could not apply because
deputy district attorneys could not legally be classified as “safety” members under controlling
statutes and ordinances. (Medina v. Board of Retirement, Los Angeles County Employees
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Here, it is unlikely that estoppel would be invoked to mandate continued implementation
of DROP despite failure of its implementing ordinance to receive approval under Charter section
143.1. Not only would it violate the City’s Charter and, therefore, the above case law, but it
would be inequitable for a Court to require the City to obtain majority approval to eliminate a
program that never took effect because there was not majority approval to create it.

B. Timeliness

The vote related to the DROP ordinance took place in 1997 and SDCERS has been
granting DROP applications since that time. It has only recently been discovered that the DROP
ordinance did not become effective in 1997. The questlon is whether the City is time-barred from
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As discussed above, it is well settied that a charter city may not act in conflict with its
charter and that any act that is violative of or not in compliance with the charter is ultra vires and
void. (Domar Electric, Inc. v. City of Los Angeles (1994) 9 Cal. 4th 161, 170.) Based thereon,
the City is empowered to repeal provisions of the Municipal Code. (See County Mobilehome
Positive Action Comm., Inc. v. County of San Diego (1998) 62 Cal. App. 4th 727, 734-35.)
There is no need to initiate litigation to repeal an ordinance.

To the extent the issue is litigated, it is unlikely to be time-barred. The statute of
limitation is three years for an action “upon a hability created by statute.” (Code Civ. Proc. § 338
(a).) Although it is questionable as to whether this statute of limitation even applies to these
circumstances, it does not apply to bar a determination of future DROP benefits. A cause of
action for pension benefits arises at the time an individual applies for those benefits. (Dillon v.
Board of Pension Commrs. of Los Angeles (1941) 18 Cal. 2d 427, 430; Howard Jarvis Taxpayers
Assn. v. City of La Habra (2001) 25 Cal. 4th 809, 821-25.) The statute of limitations on that
cause of action would not expire until three years from the date of application, thereby including
future claims.

Nor would the equitable doctrine of laches bar the City from eliminating DROP based
upon the fact that the ordinance creating DROP never took effect. The doctrine of laches is an
equitable doctrine that can be raised as a defense to a lawsuit. “The defense of laches requires
unreasonable delay plus either acquiescence in the act about which plaintiff complains or

prejudice to the defendant resulting from the delay.” (Conti v. Board of Civil Service
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Commissioners (1969) 1 Cal.3d 351, 359, fns. omitted.) Considerations relevant to estoppel
apply to laches. (See discussion of estoppel, supra.) (County of Los Angeles v. Berk (1980) 26
Cal.3d 201, 222.)

Moreover, peculiar to the doctrine of laches is the fact that “the doctrine has no

application to the effectiveness of a statute or ordinance.” [emphasis added] (Teachers
1 {\"‘16 -
1976)
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Accordingly, because laches cannot now make effective an ordinance and municipal code
section that was voted down by the members of the pension system in 1997, pension members
who have yet to enter DROP will be unable to show the requisite prejudice necessary for the
doctrine of laches to now create DROP.

V. THE MUNICIPAL CODE NEEDS TO BE CORRECTED TO REMOVE
REFERENCES TO DROP

e Municipal Code is a compilation of the City’s administrative, criminal and
regulatory ordinances. (SDMC section 11.0101.) Under the Charter:
The Council may by ordinance codify all of the ordinances of a general nature of
the City into a Municipal Code. When so cedified such Municipal Code and all
sections thereof shall be admissible in all courts as prima facie evidence of the

due passage and publication of the ordinances as codified. [emphasis added]
(Charter section 20.)

Under Charter section 20, the Municipal Code, therefore, is not itself the law but only
“prima facie” evidence of the ordinances, with the ordinances being the actual law. (See United
States National Bank of Oregon v. Independent Insurance Agents of America, Inc. (1993) 508
U.S. 439, 449, “[t]hough the appearance of a provision in the current edition of the United States
Code is “prima facie” evidence that the provision has the force of law, . . ., it is the Statutes at
Large that provides the “legal evidence of laws.”) As the United States Supreme Court has held,
the very meaning of “prima facie” is that the Municipal Code cannot prevail over the ordinance
when the two are inconsistent. (Stephan v. U.S. (1943) 319 U.S. 423, 426, “the [Judicial] Code
establishes ‘prima facie’ the laws of the United States. But the very meaning of ‘prima facie’ is
that the [Judicial] Code cannot prevail over the Statutes at Large when the two are inconsistent.”)

As detailed above, Ordinance O-18392 did not become effective because the condition
precedent contained within the ordinance, a majority vote of all members of the pension system,
failed. Accordingly, Article 4, Division 14 of the Municipal Code, to the extent it states that a
City ordinance has enacted DROP, is an incorrect statement of the law. Therefore, the Municipal
Code should be corrected forthwith to remove Article 4, Division 14 as no legal basis exists for

the implementation of DROP.



The Honorable Mayor and -14- June 1, 2009
Members of the City Council

CONCLUSION

The ordinance creating DROP never took effect under the San Diego City Charter or
even under its own terms. As a result, we conclude that elimination of DROP does not need
approval of SDCERS members.

JAN 1. GOLDSMITH; City Attorney
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SDCERS BULLETIN

April 1887 ' -~ City Employees” Retirement System

BENEFITS ELECTION

2l £ P

In June 1866, the City Council approved a proposal to make changes to the San Diego City Employees’ Retirement
Sysiern refated to: (1) retiree healih insurance, (2) retirement pian benefits, (3) employer contribution rates, and (4)
retirement system reserves. This proposal was agreed to and is supported by all four of the City’s, labor organiza-
tions. Portions of the proposal requiring SDCERS Board approval (employer contribution rates and system reserves)-
were approved by the Board after review and approval by its independent fidiciary counsel. The proposal includes a
provision fo assure the funding level of the system will not-drop below a level the Board's actuary deems reasonable
in order to protect the financial integrify of the Retirement System. The interrelationship of the various issues in
the proposal to each other necessitates the entire proposal be approved and acted upon concurrently.

The Retirerent System is now conducting an election refating to provisions of the proposal that will affect the
General and Safety Member benefits of the Retirement Syster. 1t will take place from Friday, April 4, 1997, through
Sunday, April 20, 1997, The election is required by Section 143.1 of the City Charter. Afier approval by a majority
vole of thie active members of the Retirement System, the San Diego Municpal Code will be amended to reflect the
proposed changes.

IFYOU WOULD LIKE A COPY OF THE AMENDED bAN DIEGO MUNICIPAL CODE SECTIONS
RELATING T () THE CHANGESTO YOUR RE HRFMFNT BEMEFITS, PLEASE CONTACT YOUR

5 Ay
o & EPTRATIRIT A € PAVROLI CLEPRE UNION QOFFICE OR CEY TG A B AT a’.?. 56l
DEPARTHMENTAL PAVROLL CLERE, UNIOM OFFICE, OR SDOERS STAFF AT S33-400V.

The proposed changes are as follows

ISSUBS AFFECTING ALL SDCERS GENERAL AND SA_FEZ‘TY MEMBERS

Por ot o K. -y

ii ig proposed, effective August 1, 1997, a Post Retirement Health Benefit be established for Health Bligible
Retirees and Non Health Eligible Retirees.

oot

A Health Rligible Retires is any retired General M@rﬁber, Safety Member or Legistative Officer who ; (1) was on
he active payml‘i of the City of San Diego on or after October 5, 1980 and (2) retived on or after October 6,
1980, and (3) is «eligible for and ig receiving a retirement allowance from the Retirement System,

Health Eligitle Retirees may choose (o participate in a City sponsored health insurance plan or any other health
ingurance plan of their choice. The Retirement Svstemn will pay or reimburse the ppplicable Medicare-sligible or
non-Medicare eligible retives-only premium up to but not to exceed the cost of the retiree-only premiumi for the
nighest cost HMO plan which is also a City sponsored health insurance plan made available to Health Eligible
Retireez. (Currently, thig ie the Blue Cross California Care health insurance plan.)

Additionally, the Retirement System will reimburse the Part B Supplemental Medical Expense Premium for
those Health Eligible Retirees enrolled in Medicare,

Effective August 1, 1997, the “sliding scale” health benefit with a $2,000 cap 18 eliminated and replaced with the
Post Retirerent. Heakily Benefit for Health Eligible Retirees,

A Mon Health B igjbk Retiree is any retiree: (1} who retived or terminated employment as a vested member from
The City of San Piego prior to October 6, 1980, and (2) is eligible for and is receiving a retirement aliowance



ISSUES AFFECTING ALL SDCERS GENERAL AND SAFETY MEMBERS

from the Retirement System,

Non Health Eligible Retirees will be entitled to payment or reimbursement not to exceed $600.00 per year for
health INSurance expenses.

It is proposed the Disability Income Offset be eliminated. The San Diego Municipal Code currently requires a
member employed by the City of San Diego on or after October 1, 1978, and who is granted a disability retire-
ment report any non-City employment compensation (o the Retirement System. The member's retirement
allowance is subject to reduction based on this compensation until the member reaches the minimum age for
service retirement - age 50 for Safety members or age 55 for General members. If approved, there would be no
recluction of retirement benefits.if the retires had other income. |

1t is proposed a five year purchase of service credit provision be established effective Januvary 1, 1997, Under this
proposal, the member may purchase up to five years of service credit by paying both employee and employer
contributions in an amount and manner determined by the SDCERS Board to make the system whole for such
time,

In addition, members retiring on or after January 1, 1997 may purchase probationary periods, milifary and
veterans cods leaves, waiting pericds for the 1981 Pension Plan, actual time worked hourly or part time, spacial
leaves withiout pay occurring prior to January 1,1997, the difference in time Mtwcen part time and full time prior
to Janvary 1, 1997, long term disability, vocational rehabilitation maintenance (VRMA) and temporary fofal
disability (TTD), FMLA periods, spedial leaves of absence with job to be saved periods and any period preceding
reinstaterment by the Civil Service Commission following a termination appeal,

Tt is proposed that a Deferred Retirement Option Plan (DROP) be established effective April 1, 1997. DROP
provides an slternative fonm of benefit accrual while aiiowxzm a member to continue working for the City of San
Diego. '

During the DROP period, a DROP member retains. all rights, privileges and benefits of being an active City
employee, except as specifically modified in the DROP Plan Document, and is subject to the same jering and
conditions of employment including disciplinary actions up to and including fefmination, The member continues
to be eligible for the active employee Flex Benefits Program for the classification and is not eligible for “xetxxeﬁ
health benefits until such time as the member mmpletcs or terminates (he DROP pe'lod

Under the DROP, a monthly service retirement allowance along with any COLA increases, Supplemental Benefit
checks and any adjustments to such payments applicable o retirements effective on the date the member entered
the DROP are deposited info 2 trust account. These SDCERS benefits are calculated as if the member were
retiring on the date the member enters the DROP. The member’s contributions to the Retirement System cease.
The member and the City each contribute 3.05% of the member’s salary each pay period that the member
participates in the DROP, The member's confribution is made on a pre-tax basié pursaant i Internal Revenue
Code section 414(h)(2). These monies are placed in a frust account and are distributed to the DROP participant
upon the termination of employment or completion of the DROP period whichever occurs first. No withdrawals
may be made from the DROP account until the member completes or terminates his or her DROP period. Interest
will be crediied io the member’s DROP account at a rate determined by the Board, The member is 100% vested
in the DROP from ity inception.

A DIROP participant who becomes disabled may apply for conversion of his or her deferred retirement allowance
to a disability allowance calculated at the date of entry into the DROP,

A member who participates in DROP irrevocably designates a specific consecutive period of montlis for partici-
pation, not to exceed sixty months. The member must terminate City service af the end of the designated period.



ISSUES AFFECTING ALL SDCERS GENERAL AND SAFETY MEMBERS

e

ISSUES AFFECTING GENERAL MBERS OF i’. RETIREMENT SYSTEM

1.

i

The DROP plan will be offered on a trial basis for a period of three years beginning April 1, 1997, During this
three year trial period, the DROP will be evaluated by the City on-a cost basis. I the City datermines DROP o
not be cost effective, the City may determine not to extend DROP for elections that would etherwise have been
made after April 1, 2000.

It is proposed for retirements effective on or after January 1, 1997, the 50% continuance would be available to
the spouse to whom the member was married on the date of retirement. The requirement that the member be
married to his or her spouse at least one year prior to retm:mcut for the spouse to receive a 50% continuance i§
eliminated.

1t is proposed the surviving spouse of a member who is killed while in performance of duty be entitled to
continued health coverage as provided in California Labor Code Section 4856,

1t is proposed the General Member Industrial Digability Benefit be increased from 33 1/3% to 50% of final
compensation for retirements effective on or after January 1, 1997.

It is proposed the modified special death benefit provided to fhe surviving spouse of a General Member killed in
the line of duty be amended (o eliminate the requirement that the benefit be discontinued if the spouse remariies.
It is further proposed that the benefit of any such spouse terminated ag a result of remarriage be reinstated
effective January 1, 1997,

" It is proposed the percent of finak compensation (high one year salary) at the specified ages be changed from thc

currens levels to those shown for all retirements effective on or after January 1, 1997.
AGE CURRENT E*ROK’OSEI)

55 . 1.48% 2.00%
56 1.56% 2.00%
57 1.63% 2:00%

g 1.72% 2.00%
59 ‘ 181% 2.08%
60 ' 1.92% 2.16%
61 1.99% 2.24%
62 2.09% 231%
63 2.20% 7.39%
64 231% 247%
65 243% 2.55%

These proposed changes will require increases in the employee and employer contribution rates. The member’s
share of the costs will be paid from excess earnings of the Retivement Fund for FY 1997,

On December 27, 1997, the General Member employee’s contribution rate will be increased by .56% and by
B7% effective the earliest date in FY99 that General Members receive a salary increase,

The remainder of the cost will be borne by the City of San Diego pursuant to the Manager's proposal approved
by the SDCERS Board of Administration and the City Council.

SSUES AFFECTING SAFETY MEMBERS OF THE RETIREMENT SYSTEM

It is yroposed the special death benefit provided to the surviving spouse of a Safety Member killed in the line of
duty be amended (o eliininate the requirement that the benefit be discontinned if the spouse remarries, 1t is



ISBUES AFFECTIMG SAFETY MEMBERS OF THE RE’YIREMENT SYSTEM

further proposed the benefit of any such spouse terminated ag a result of remarriage be reinstated effective
Januvary 1, 1997. ' ’

2. Itis proposed the percent of final compensation (igh one year salary) at the specified ages be changed from tie
current levels to those shown for all retivements effective on or after January 1, 1897,

12/31/96 PERCENTAGES PROPOSED PERCENTAGES

AGE LIFEGUARD  POLICE  FIRE LIFEGUARD  POLICE - FIRE

o 2.00% 250% 2.20% 2.20% 2.50 2.50%
51 2.10% 2.54% 2.32% 232% - 2.60% 2.60%
52. "2.22% 2.58% 2.44% 2.44% 2.70% 270%
53 2.34% 2.62% 2.57% 2.57% 2.80% 2.80%
54 2.47% ' 2.66% 2.72% 2.72% 2.90% 2.90%
55 2.62% 2.70% 2.77% 277 % 2.9999%  2.5999%
564 . 262% 277% 2.77% 2.77% 2.9999%  2.9999%

These proposed changes will reguire increases in the employee and employer confribution rates. The member’s
share of the costs will be paid from excess earnings of the Retirement Fund for FY 1997,

On December 27, 1997, the Lifeguard empioyes’s contribution rate will be increased by 25% and by 25%
effective the earliest date in FY99 that Lifeguard members receive a saldry increage,
On Fuly i, 1998, thie Police Safety Member employee contribution will be increased by 49% and the Fire Safety

Member smployee contribution rate will be increased by 75%.

The remainder of the cost will be bome by the City of San Diego pursuant (o the Manager's proposal approved b
the SDCERS Bosrd of Administration and the City Couneil.

3. U is proposed a retirement allowanee cap of 80% of Final Compensation (high one vear salary) be established for
Sofety mermbers.

Any Safety Member whose unmodified retirement allowance would have exceeded 90% of Final Compensation
using he Retirement Calculation Factors in effect on December 31, 1996, may elect io continue to accrue benefits
under those factors and not be subject (o the 90% retirement allowance cap, The Safety Members will not be
required to pay any additional contributions related to the increase in benefits effective January 1, 1997,

¥ the wnmaodificd retirement allowance of a Safety Member would have exceeded 90% of Final Compensation
using the Retirement Caloulation Pactors in effect on December 31, 1596, that Safety Member may eleci o
accrue benefits uging the Factors (hat become effective January 1, 1997, The Safcty Member making this election
shall: 1) be eligible to accrue benefits in excess of the 0% retirement allowance cap, 7) not be eligible to

participats i DROP and 3) retire no lafter than July 1, 1997,

I the wnmodified retirement allowance of g Safety Member exceeds 90% of Final Compensation using the
Retiremeni Caloulation Factors in effect on January 1, 1997 on o date after January 1, 1997, but before April [,
1997, the Safety Member will acerue benefits in excess of the 90% refirement allowance cap, The accrunl will
cease at the level attained on March 31, 1997.

=
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THE CITY OF

SAN DIEGO

525 “B*STREET & SUITE 1120 * SANDIEGO, CA 92101 — 4454
(619) 5334660 — M.8. 840

CITY EMPLOYEES'
RETIREMENT

SYSTEM .
: April 21, 1697

This is to certify that on April 21, 1997, I witnessed the downloading of election results
from the Interactive Voice Response System (IVR) for Benefits Election Number

28 to improve the retirement benefits of City of San Diego General and Safety
Members of the Retirement System. The Benefits Election Bulletin specifying the
increased benefits on which the members voted is attached. The results of such clection
are as follows:

Should the San Diego Municipal Code be amended to implement the
changes to City of San Diego General and Safely Member retirement
benefits referenced in the aftached Elections Bulletin?

N — . 7 <
FErSNFEYVA YT TR AE T SNEND SN /
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/afu{a Converse };ty ;2}761}{'5 C Eih(,e: Representative

5@’(/‘/{,{4,! fe - *) //{/!s Ve dl oA
Lawrence B, G,u,s&f;«m Retirement Administrator
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ATTEST:

DIVERSITY

Printed on Racyslad Paper

BRINGS US ALL TOGETHER



”4/i8/97 Ret Election 28 Statisticg Report Page
3269 Confirmed Votesg - 9206 Eligible to Vote
35.51 % Participation
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CHANGES IN RETIREKENT BENEFITS
A SPECIAL REPORT

From
The Retirement Boaord of Administration

April 15, 1965

Acung upon the recommendations of the Retirement Board of Administration the Citv Chunril Ras
poativeiy ARpIVed soveral major improvements in henefits for members nf the Citv Emplaovess’ R et
crem. Before these henefita can he adopted by the Council, they must also he approved by a maraniy Ve o
v members of the Roertjrement Svstem. Ballots will be distributed and ¥ou will he voting o this important
rer in the very near future,

The purpose of this repart is to fully inform vou of these chanzes in benefits and to provide vau with
sner pertinent information to assist You in making your decision.

Due to the better earnings of your Retirement Fund the Board is now able tg raise the interest assump-
qon fate from 3070 10 4%, As you may recall the rate was increased in 1862 from 3% to 37 and resaited in oy
}.;duction in vour required contributions to the Retirement System, If t.here were no changes in bensfits at this
ame the increase in the interest assumption rate would again result in a reduction in Your contributionn rage,
}{mx’mer, the cost of the improved benefits, which are shared between the emplovee and the employer, wil!
ffset the reduction which would be realized from. the higher interest assumption.

Additionally, as a result of longer life expectancy it is necessary for the Board to adopt more recentlv
jeveloped mortality tables. The fact that we can expect to receive a pension for a longer time requires ine
employee and the employer to contribute at a slightly higher rate during our working years, When this is com-
nned with the proposed improved benefits, the average employee’s present contribution reguirements will he
mereased by about 5%. A summary schedule of the present and proposed employee contribution rates is shown
at the end of this report. :

In summary, a yes vote by the majority of all the members of the System will mean improved bensfits
and the employer and employees will contribute a greater amount. A lack of a majority of ves votes will result
i no improvement in benefits and a small reduction in present employee contributions o the Retirement System,
itis therefore important that every member votes.

The Retirement Board has carefully analyzed the present benefits o
other public Retirement Systems and believes there is & need for the improved

shich are listed below have been endorsed by the Municipal Employees’ Associat

Local 127, and both the Police Officers’ ang Firefighters’ Associations.

stem in comparison wit
The proposed chansey

four §
benefit

o

PROPOSED CHANGES

At present, if an employee dies, who was eligible for service retirement, his beneficiary receives
only the basic death benefit, which consists of

a) arefund of the deceased employee’s accumulsted contributions, and

b) one-months pay for each year the deceased employee was in the Retirement System, up to six

months pay. .

If the deceased employee was & Genesral or Safety Member who was eligible to retire f r
had not done so, this change would give the surviving spouse or minor dependent children 25 beneficiaries a
choice. Instead of the besic desth benefit the spouse could receive for life (or the dependent children could
receive until their eighteenth birthdey) & monthly retirement benefit equal lo one-half the amount the deceased
employee would have recelved if he had retired on the day of his death.
3 Full Fornmin Bapefit ot are 88 . For General Mombers Oy

‘At premsnt the service retirement formula for General Members provides a full benefit at age 62, This
thange would provide the full benefit at sge 60 and would &lso provide incresses over the present percentages
for retirement at obbse sges, As an example, from the following table, a male Generzl Member retiring at age 67
would receive 15% more under the new aystem.

L

i

nan

£ s

Present Percentages | Hew Percentuapes
Of Full Benefiie ) Of Full Benefign
Age Al Betiremest Make Femnle sale Female
55 66 % 69% TO% 12%
56 70 72 71 5 ’ 77 "
51 75 76 20 B2
58 79 Bl 85 87
59 B4 85 93 93
60 90 80 100 100
61 93 95 167 107
62 100 100 115 114
63 106 106 123 122
654 113 112 133 131
65 120 118 143 141
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CHANGES IN RETIREMENT BENEFITS
AR ELECTION REPORT
From

The Retirement Board of Administration

March 17, 18967

The Retirement Board of Administration has recommended to the City Council several changes in the San Diego
City Employees’ Retirement System which will increase the overall henefits for members retiring in the fuiure. Before the
Council can adopt an ordinance to amend the benefits of this System, they must first be approved by 2 majority vote of
the members.

The purpose of this report is to fully inform you of the réecommended changes and to provide you with other r
information to assist you in meking your decision. Ballots will be distributed and you will be voting on this important
matter in the very near future. ‘

IN SUMMARY, A MAJORITY OF YES VOTES ON THESE PROPOSED CHANGES WILL MEAN HIGHER FUTURE

PENSION BENEFITS AND A SLIGHT INCREASE IN CONTRIBUTION BEQUIREMFNTS. LESS TBRAN A MAJORITY OF YES
VOTES WILL MEAN NO CHANGE IN PENSION BENEFITS AND A SLIGHT REDUCTION IN CONTRIBUTION REQUIRFMENTS,

j1
fs
o
(54
(=8

BACKGROUND INFORMATION

The Retirement Board hes the authority to raise or lower the interest rate to reflect earnings on owr investments.
Due to incrensed earnings by the Retirement Fund the Bosrd is mble at this time to raise the interest rate from ¢% to 4%%,
effective June 30, 1967, II there were no changes in benefits, the higher interest rate would resul in ® slight reduction
in the amount the employer and the employees contribute to the System.

Howevey, the Retirement Board has carefully analyzed the present benefits of our System znd belleve thers is a
need to improve the benefits in order to meke our System more neerly comperable to other large public retirement systems
in Californis. The costs for these improved benefits, which are mmrtly shared |

hetween the emplovees end the employer,

s and
will more than offmset the rediction in contributions which would be renlized {rom the higher interest rate of 4440, A partisl
table of present end proposed employee contribution rates is shown st the end of this report. :

The four proposed changes, which are listed below, have been endorsed by the City and County Employees® Local
127, the Police Officera’ and Fire Fighters’ Associstions, nnd tentatively endorsed by the Municipal Employees® Asso-
ciation. While the first three proposals would improve pension benefits, it should be noted thet the fourth change is not
concerned with benefits, but rather with the disposition of any remmining earnings after regular interest hes been credited
to the employees’ and emplover’s contributions.

. PROPOSED CHANGES
1. Jo “freeze” the bese compessstion Ip the retdrment formmiz Bt 5408/ me. - Affectz all members, except Police and
Fire personnel. C i .

Our Retirement System currently provides lower benefite on thet portion of a member's salary subject to withholding
tax for Socizl Security and higher benefits on any saiary in excess of the texable Socis) Security bese. Therefore, em the
annuel sslary sublect to withholding for Sonial Security s incressed, there s an antomstic redvction in hoth the future
pension benef{its from, and contributions to, the City Rstirement Syrtem,

The current appoel salery subject t
time to time. from en somesl sslery of 24
with Socisl Security.

phye e e werims Lol i

This change would dissrsocisle our retirement foromis from the present and future Socis) Security taxshle base, and
would provide for lower banefits on the first $400 of monthly salary and higher benefits on any salary in exceas of $400 per
month. The net effect of this change would be toincrease the memper's monthly penslon, and 1o incresse both the employer’s
and the employees® contribotions to the Retirement System.

o & Socisl Security withhalding is $6600 ($550/mo), having heen in ezaed, from
200 (§350/m0), on Jenusmry 1, 1856 when our Retirement System wes integrated

2. 1/30th Bepefit Fommwle For Sofety Membere — Affscts only Police and Flre personnel employed sfter 4/25/1947.

Safety Members. now huve s heneflt formule of 1/55th of their finel compenssilon for esch yenr of membership.
This change would replace the 1/55¢h fraction with & 1/50th fraction, amounting to & 10% lncresse in the henefit formuls.
A relsted formuls would spply to lifeguerds who are Safety Members. The pet effect would pe higher pension benefits and
an increase o both the employer and employee contribution requirements.

3. To Defise “flea] compensetion’ sp the hirhest consecwlive Jevemr ssiwingg — Affects all members, except Pollce and
Fire pergonnel employed before 4/25/47. :

Pension beneflfs are based on = [raction of & members "*final compensation for each yest of membership. Currently,
finsi compensation ls deflned as the highest consecutive 5-year esrnings. This chenge would define fing} compensation as
the highest 3-year's esrnings. Increased pension benefits that would result from this chenge will be dependent on esch
employee‘s peraonsl employment history end the extent to which inflation affects future selaries, This change would not
effect employee contribution requirements. Any cosis resulting from this emendment would increese future employer
countributions.



3, 153 genelit Formula — For Safety \lemberg Only:
Sufety Members now have a | 60 benefir .’cmuia. This change would provide them with a 1

3
formuia. A related formula would apply to lifeguards who are Safety Members, This amounts to a 9.09%
in retirement benefits
3. Death Benelit Af te( Retirement

This new benefit would provide a 2400 death benefit, pavable to the beneficiary or estate of proge,
and ‘uture retired members. L
5. Special Service-Connected Death Benefit — For General \lembers Only:

If the deceased employee is a General Member and if the Retirement Board determines that his deagy,
is service-connected, this benefit will give the surviving widow or minor dependent children, as beneficiaries X
choice. Instead of the basic death benefit the widow could receive for life, or until her remarriage a MOnthly
retirement benefit sufficient, when added to her Social Security benefit, 10 equal one-half of the deceased men,.
hers final compensation. If there were no widow, or if she died, the same benefit would be payvable Lo donn(}enl

children under 18.
6. Optional Settlement — For Special Class Safety Members Only:

Under this change Special Class Safety Members who haven't yet retired would be able to elect the
option [V Settlement. By accepting a reduced pension under this settlement, this will permit the retiring Membe
to provide a monthly benefit to either his surviving widow (over and above the $75.00 maximum now provided; )
a monthly benefit to some other named beneficiary,.

Current and Proposed Employee Contribution Rates

The percent of salary that an employee contributes to the Retirement System depends upon his age
at the time he becomes a member of the System. For the sake of brevity the following partial schedule of currep
and proposed rates of contribution are shown.

General Members

Proposed Rate Proposed Rate
Current Rate Improved Benefits Present Benefils
Sge A Rate~ B Eate=® A Raie~ B Bate=* 4 Rate= B Rate--
it Entry  Male Female Male Female dale Female Mgle Female Maele Female Viale Female
20 3.23%  3.891%  4.84% 5.86% | 3.26% 3.7 4.85%% 5.58% | 2.91%  3.35% 4.37T% 5.03%
25 3.43 4.15 5.15 6.22 3.51 3.89 5.27 5.99 3.15 3.60 4.72 5.40
30 3.68 4.43 5.52 6.65 3.81 4.32 5.72 6.48 3.42 3.91 5.13 5.86
35 3.95 1.76 5.83 7.14 4.16 $.71 6.24 1.06 3.73 +.26 5.60 6.39
+0 1.27 5.13 6.40 7.70 4.55 5.15 6.82 17.73 4,09 4.67 6.14 7.00
3 +.62 5.55 6.92 8.33 4,99 5.65 7.48 8.48 4.49 5.13 6.74 .70
50 5.01 6.02 7.52 8.03 5.47 6.23 8.21 8.34 4.95 5.68 7.42 8.49
55 5.4 6.55 8.18 .82 5.03 6.85 9.04 10.28 5.45 5.24 2.18 5.36

= The A Rate is applied to the first $400 of regular monthly earnings.
= The B Rate is applied to the monthly earnings rate in ekcess of $400.

For example s male employee ent r"ing the systei’n at age 35, and with a salary of $532 per mont §
currently rontributes 3.85% of $400 (or $15.80), plus 5.93% of $132 (or $7.83), a totel of $23.63 per month. His B
future monthly contributions with improved benefits would be mZ&%‘SE, and with the present benefits would be

322.31.

SAFETY MEVBERS

Proposed Eate Propased Rate
Crrront Boate improved Benefiis Present Benelits

&g A Bases B Rates® A Egte* Bl Ratese A Rates B Rate~~
At Entry ke Feoemie Male Femsle Male Femsle Male Femsle Male Femnle Male Femal

20 4.63% 5.45% 6.94% B.19% !%.55}% 5.07T% 6.8%% 1.75% 4.21% L.73% 6.32% .

25 3.90 5.79 7.35 8.68 4.98 5.60 © 7.47 8,40 4.57 5.13 6.85 .

IO 5.20 6.18 7.80 8.22 5.43 5.10 8. 14 9.15 | 4.97 5.59 7. 46 8.3
5.53 5.52 g.29 8.178 5.82 6.66 8.88 9.99 ’ 5.43 6.11 8.14 9

40 5.85 6.91 8.78 10.37 6.4 7.28 9.66 10.87 5.91 5.64 8.86 9.96

45 6.27 7.38 8.40 11.08 6.96 7.83 10,44 11.74 !G 38 T 9.57 1076

50 6.77 8.00 10.18 12.00 |7 46 8.39 11,18 12.358 | 6.84 7.69 i0. 28 1

r

*Both & and B Rates are applied o salary of Lifeguards, as explained sbove for General Members.
»«Police and Fire personnel use B Rate only.

For example a police patrolman entering the System at sge 30, and with a salary of $606 per m
currently contri U es 7.80% of $686, or §54.29 per msz*m. His future monthly contributions with imp

t
fits would be $56.65, and with the present benefits woul

o
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4, To provige LBy ~rpzes SRRSO S meLUement rund e used A tEotr T
Under the present retirement ordinance, after regular interest is annually credited to the employer and each
smployee's account from the earnings of the Retirement Fund, the Retirement Board may distribute any remaining surplus
earnings between the employer and the employees as an extra interest credit. This, in fact, was done once before on
June 30, 1865, when esch account received an additional 1.93% extra interest credit from increased eamings on cur investments.

This extra interest credit has the effect of reducing the employer contribution requirements. However, it results
in no decrease in employ~e contributions nor does it increase pension benefits, since they are besed on a formula. Only,
members who terminate their employment and withdraw their accumulated contributions reslize any gain from an extra
interest credit, since their sccumulated contributions have been increased when extra interest has been credited to their
accounts.

This proposed change will have no effect on member’s future pension benefits, but if approved, it will provide that
any remaining surplus earnings, after regular interest has been credited to all accounts, shall be used to reduce future
employer contribution requirements. - Extra interest would, therefore, no longer be credited to employee accounts.

CURRENT AND PROPOSED EMPLOYEE CONTRIBUTION RATES
The percent of salary that an employee contributes to the Retirement System depends upon his age at the time he
becomes a member of the System. The following partirl schedule of cutrent rnd proposed rates of contribution for males

is shown for comparison. ,

GENERAL MEMBERS

Proposed Rateg Proposed Raiers
Current Rates Impoved Benelits Pregent Beneflts
A % of Salary %, of Selsry % of Sabary % of Salary % of Salary % of Salary
ge T up to over up to over vy to over
At Entry £558/mo. $558/mo, §400/mo. 54060/ mo. 358/ ma. ERBR/me.
20 2.26% 4.85% 2.01% 4.52% 3.01% 4.52%
25 3.51% 5.27% 3.27% 4.91% 3.279% 4.51%
a0 3.81% 5.72% 3.58% 5.37% 3.58% 5.37%
35 . 4.16% 6.24% 3.92% 5.90% 3.83% 5.807
40 4.55% 6.82% 4.33% 8.50% 4.33% 6.50%
45 4.99% 7.48% 4.75% 7.18% 4.79% 7.18%
50 5.47% B.21% 5.29% T.54% 5.29% 7.54%
55 6.03% 9. 04% 5.8T% 8.80% 5.87% 8.80%

For exsmple, 8 mele employee entering the System st age 35, rnd with s curent salary of 5616 per monthn, con-
tributes 4,.16% of $650 (or $22.88), plug 6.2¢% of 366 (or $4.12), & total of §27.00 per month for present benefits. His future

T
monthly contributions with improved benefits would be £28.4€, spd his folure monthly contributions with no chsnge in

4

B e

benefits would be $25.51.

SAFETY MEMBERS

Age =zt Froposed Hate Propoaed Rates
Entry Jmprwved  Bepefits Present Benefits

20 6 .89% 7138?»} £.449%

25 T.47% 1. 14% T.04%

30 B.14% A.50% T

35 8.88% §.34% 8.49%

40 9.66% 10.24% 2.30%

45 10.44% 11.14% 10.13%

For example, 2 police patrolman entering the gystem at age 30 and with & curent salary of $749 per month, con-
tributes 8.149 of $749, or $60.87 per month. His futyre monthly contributions with improved benefits would be $63.6%,
and his future monthly contributions with no change in benefits would be $57.82.
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PROPOSED CHANGES IN RETIREMENT BENEFITS
AN ELECTION REPORT

From

The Retirement Board of Administration

February 27, 1970

The Retirement Board of Administration has recommended to the City Council several changes in the San
Diego City Employees’ Retirement System which will increase the pension benefits of members retiring in the future,
These improved benefits will also raise bath the employer and employees’ retirernent contributions, Before the Council
may adopt an ordinance to amend the benefits of this System, rhese changes must first be approved by a majority
vote of the members,

The purpose of this report is to fully inform vou of 1t
employees and the City. Ballots will be distributed and you will
future,

e proposed changes and the resulting cost to the
be voting on this important matter in the very near

BACKGROUND INFORMATION

The Retirement Board has the suthority to raise or lower the interest rate to reflect earnings on our invest-
ments. Due to increased earnings by the Retirement Furd the Board is abie at this time to raise the interest rate from
the current 4%% to 5%, effective July 1, 1970. If there were no changes in benefits, the higher interest rate would
result in a reduction in the amount the City and the employees contribute to the System,.

However, the Retirermnent Board has carefully analyzed the present benefits of our System and believes there
is a need to improve the benefits in order to make our Systern more nearly comparable 1o other large public employes
retirement systems in California. The costs for these improved benefits, which are shared between the City and the
employees will more than offset the reduction in contributions which would be realized from the higher irterest rate
of 5%. A partial table of present and proposed employee contribution rates is shown at the end of this report.

|

g
L

~ SUMMARY —

A majority of ves votes by the employess will permit the Council to adopt an ordinance to accomplish six
changes described on the following pages, which will result in higher future pension benefits and an average increase
of approximately 30% in the empioyee contributions. Based on current tunding requirements the City's annual costs
will be increased by about $2.8 million, a 45% increase. s

Less than a majority of ves votes will mean no change in pension benefits, an average reduction of about
18% in emplovee contributions, and na obligation for the City to pay for improved benefits.

EXAMPLE RETIREMENT BENEFITS OF FRESENT & PROPOSED SYSTEM

Present Benefits Proposed Benefits
A Safety Member surning £280.56 to retires, no monthiy $400.00/mo. to retiree, $200/mo.
$800/mo., retiring at age 50 with  benefits to surviving spouse ofter to his surviving spouse ofter his
25 years of service Mis death, no adjustment in pen- death, pensions adjusted annu-
sion benefits after retirement. ally by up to 14%, based on
Total Yalue = $86,132 changes in the Cosf«:f'“vmg"
Total Yalue = $1372,400 plus the
Cost-of-Living Formula.
A General Member earning $333.33/mo. to refires, no month. $383.33/ ma. io retiree
5800/ma, retiring ot age &0 with ly benedits to surviving Spouse $191.67 /ma. to surviw'nq spouse
30 years of service, ofter retiree’s death, no adjust- ofter retiree's death, pension ad-
ment in pension benefits after justed onnually by up to 1)3%,
refirement, bosed on changes in Costiof-
Total Vaolue = §71.000. Living.

Total Value = 599,474 plus the
Cost-of-Living Formule,
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Provide full formuta benefits for General Members ar 571 . Affects all members, except Police and Fire personne,
and full-time Lifeguards.

Our Retirement System currently permits Geperal Members with sufficient years of service 1o retire anytime
petween the ages of 55 and 65: with 60 being the age a1t which 100% of the retirement formula applies. Members who
(etire between 55 and 6C receive a proportionately reduced percentage (below 100%) of the retirement formula and
members who retire between 80 and 65 receive a proportionately increased percentage (above 100%) of the retirement

formula. ]

This change would fix age 57% as the age at which 100% of the retirement formula would apply, with proportion.
ate decreases for retirement between 55 and 57% and proportionate increases for retirement between 57% and 65. The
iollowing figures show the current percentages based on age 50, the proposed percentages based on age 57% and the increase

in retirement benefits at each age that results from this change.

Present Percentages Propased Percentages increase in
Based on Age 60 Based on fge 57% Pension Benefits

Age Male Female Male Female Male Female
5 69.25% 71.25% B87.78% B9.54% 26.8% - 25.7%
56 74.31 76.04 92.32 93.82 24.2 23.4
57 78.84 81.26 97.25 08.45 218 21.2
58 85.91 ‘ 86.96 102.64 103.50 19.5 18.0
59 892.60 83.18 108.53 108.09 17.2 17.0
60 100.60 100.00 115.00 115.00 15.0 15.0
61 107.33 107.05 119.43 119.47 11.3 11.6
62 115.34 114.74 125.35 125.48 8.7 g4
& 124,12 123.12 131.60 131.86 5.0 7.1
64 133.72 132.28 138.22 138.65 3.4 4.8
65 144.27 142.30 14525 145.83 Vi 25

2. Provide full formula benefits for Safety Members at 50, - Affects only Palice and Fire personnel employed after
4/25/47 and fulltime Lifeguards.

‘ The Retirement System currently allows Safety Members with sufficient vears of service to retire anytime between
the ages of 50 and 85, with 55 being the age at which 100% of the retirement formula applies. Wembers whao retire hetween
50 and 55 receive g p portionately reduced percentage (below 100%) of the retirement formula. There are no increases
in the retivement formula (above T00%} for retirement between agas b5 snd 65,

This change would fix age 50 as the age at which 100% of the retirement formula would apply, with proportionate
increases for retirement between aoes 50 and 55, The percentage of full formula applicable to sge 55 would also apply to
all ages between 55 and 65. The following figures show the current percentages based on age 58, the proposed percentages
based on age 50, and the increase in retirement benefits at each age that results from this change,

Pressnt Percantages Proposed Percentages Increase in
Age Based on Age 55 Based on Age 50 Pension Benefits
50 70.14% 100.060% 42.6%
51 75.07 105.16 40.1
52 80.47 110.78 37.7
53 116.92 35.4
54 123.36 32.8
55.65 130.89 31.0
3. Provide the surviving spouse of a deceased retires with 2 pension saual to 50% of the retires’s pension. - Affects all

members except Police and Fire personnel employed before 4/25/1847

The Rerirement System currently has no provision for the payment of pensions to the surviving spouse of de-

teassd retirees, unless the employves at retirement voluntarily reduces big Der’zségn under an optional se‘cﬂémemt o
8 e of deceased
ty reduce his

10 provide a continuing pension to his survivor. This change would automatically provide the surviving spot

Telirees with a persion equal to 0% of the retires’s pension, without the employee having to volunta

Pension at retirement.

FD
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<NT RETIREMENT SYSTEM

in order to qualify for this benefit the surviving spouse must have been married to the deceased ratiree at least
his or her retirement. If an employee is not married at retirement, the Retirement System will either
fated contributions he has made for this benefit or allow him to increase his own pension by the annuity
The following figures indicate the percentage of member’s future contributions that will

one year prior to
refund the accumu
value of these contributions.

pe attribuiable to this benefit:

Membership Percentage of Member's Contributions
Classification Sex Attributable to 50% survivor benefit
General Members Male 15.67%
Geaneral Members Female : 4,29
Safety Members Male ) 11.76
Safety Members Female 3.30
4, Provide an annual Cost-of-Living Benefit for retired members and survivors, based on Consumer Price Index ad-

justments, but not to exceed 1%% per year. - Applies to all present and future retirees and survivors, except Police
personnel employed before 5/8/1941, and Fire personnel employed before 4/25/1947.

The present Retirement System guarantees a specific fixed pension benefit, determined by formula at retirement,
and paid 1o the retires as long as he or she fives. This change would provide for an annual future adjustment in retirement
benefits (limited to 1%% of the retiree’s pension), if there are changes in the cost-of-living, as measured by The Consumer
Price index, a report published by the U. 5. Dept. of Labor. Future retirement benefits would therefore be increased or
decreased by up to 1%% per vear if the cost-of-living goes up or down, However, retirement benefits could never be
reduced below the level of benefits paid when this provision becomes effective, or the initial benefits at retirement in the
case of future retirees. i

The members’ retirement contributions will be increased by 15% to pay their share of funding for this benefit.
Members’ future cosi-of-iving contributions will be added to their basic retirement benefits as a monthly annuity, guaran-
tpaing them 2 return of their contributions in any eveni, Additional pension increases. would depend upon additional

teothg Them a retlin Qb Sass

increases in the Consumer Price Index ahove the value of the pensioners monthly annuity.

5. increass the Winimum pension for disability retirees from 26% to 33-1/3% of the member’s final compensation, -
Applies to all members, except Police and Fire persannal employed prior to 4/25/1847.

This provision will affect the industrial (on-thejob) and non-industrial {off-the-job) retirement benefits of
nonsafety personnel, and the non-industrial retirernent benefits of safety personnel, by raising the minimum disability
retirement benefits from the present 25% to 33-1/3% of the disabled member’s final compensation. Under the present
Retirement Systermn a disabled member may receive more than one-third af his final compensation, depending on how long

he has been employed by the City. This proposed change simply raises the minimum payment by the indicated percentages.

- This changs will have no effect upon future empioyee contribution requirements.

6. fumend the present restrictions on disability pension psyments (o retirees who find new employment, - Affects all
present and future disability retirees, except Police & Fire personnel employed before 4/25/1947.
The Retirsmant Sysiem now provides for e reduction in pension payments when a disability retires earns enough

veages so that his emrnings and his pension exceed the salary of the job he held with the City. The proposaed change would
stili provide for a permion reduction, but it would be $1.00 of disability pension for each 57 00 of excess wages and in no
event could the permion be reducsd by more than 50%. This change will have no effect upon future employes contribution

reQUIrements,

Other Proposed Chsnges
The Retirement Board hes alse recommended the following two additional changes in the Retirement System
which do not affect either the contributions of the benefits of the General Members or Safety Mernbers and therefore
do not require their majority vote approval:
a) to permit the remaining Special Class Safety Officers (Folice & Fire personinel hired before 4/25/1847) who are
still employed to retire under the revised Safety Member provisions, if they so elect and agree to re-establish their
contributions to the amount required by the 1947 City Charter.

L

b) to adopt a separate retirement plan for the Mayor and the City Council, patterned after the State Legislator s
retirement plan.



CURRENT AND PROPOSED EMPLOYEE CONTRIBUTION RATES

The percent of salary that an employee contributes to the Retirement System depends upon his age at the time

he becomes a member of the System. The following partial schedule of current and proposed rates of contribution for

males is shown for comparison.
T

GENERAL MEMBERS

New Rates With New Rates Without
Current Rates Proposed Changess Changes in Benefits
% of Salary % of Salary % of Salary % of Salary % of Salary % of Salary
Age up to over up to over up to over
At Entry $400/mo. $400/mo. $400/mo, $400/ma. $400/mo. $400/mo.
20 3.01% 4.52% 3.66% 5.4B% 2.38% 3.57%
25 3.27 4.91 4.06 6.08 2.865 3.97
30 3.58 5.37 4,53 6.80 2.87 4.45
-3 3.83 5.80 5.08 7.62 3.33 5.00
40 4.33 6.50 5.70 B.57 3.76 5.64
45 4.79 7.18 6.43 8.65 424 6.36
50 5.29 7.84 7.25 10.87 479 7.18
55 5.87 8.80 8.18 12.26 5.47 8.13

For exampie, a male employee entering the System at age 38, and with a current salary of $786 per month row
contributes 3.83% of $400 {or $15.72), plus 5.80% of $486 (or $22.77}, 2 total of $38.48 par month for wresent benefits.
His future monthly contributions if the proposed changes are approved would be $48.73, and his future monthly contri-
butions with no chanage in benefits would be $32.62.

Age at New Fate With New Rate Without
Entry Curvent Rate Proposed Changes Changes in Benefits
20 7.08% 8.98% 572%
25 7.74 10.02 5.40
30 8.50 11.22 7.20
35 9.34 12.58 8.09
40 10.24 14.10 9.07
4% 11.14 15.66 10.07
For exampie, 8 pobice patrolman entering the Sysiem at age 25 and with 2 current sslary of $887 per month,
contributes 7.74% of $887, or $68.65 per month for present benefits. His monthiy contributions with improved benelits

&
i
would be $88.83, and his future monthiy contributions with no change in benefits would be 3$58.77.







SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM

MEMORANDUM
LEGAL SERVICES DIVISION

FILE: WAATTY\Elections\whovotes.rsp.wpd

DATE: October 2, 2002

TO: The Board of Administration, via Lawrence B. Grissom, Retirement
Administrator

FROM: Roxanne Story Parks, Assistant General Counsel, via Loraine Chapin,

General Counsel

SURBJECT: Retirement Benefit Elections

Issue Presenied

Must a retirement ordinance that affects the benefits of some members of the
retirement system be approved by a majority vote of all members of the retirement
system, or may it be approved by a majority vote of only those members whose benefits

will be affected by the ordinance?

Short Answer

Charter section 143.1 clearly mandates that an ordinance affecting the benefits of any
o nf oall vt

member of the retirement system must be approved by a majority vote of all retirement
system members, '

Analysis
Section 143.1 of the San Diego City Charter provides:

“No ordinance amending the retirement system which affects the benefits
of any employee under such retirement system shall be adopted without
the approval of a majority vole of the members of said system. No
ordinance amending the retirement system which affects the vested
defined benefits of any retiree of such retirement system shall be adopted
without the approval of a majorily vote of the affected retirees of said

retirement system.”



The Board of Administration
October 2, 2002
Page 2

The issue addressed in this memorandum is whether a retirement ordinance that
affects the benefits of some, but not all, “employees under” the retirement system must
be approved by a majority vote of all retirement system members, or by a majority vote
of only those members who will be affected by the ordinance.

] 3
ly, the

Specifical City has agreed to increase the retirement factors for all General
Members and to impose a cap on their benefits using the new factors. In addition, the
City has agreed to allow some General and Safety Members, those who are
represented by Local 145, to: (1) extend DROP using annual leave and (2) use their
annual leave to purchase service credit with the retirement system.
All of these changes “affect the benefits” of some “employee[s] under such retirement
system,” and therefore cannot be adopted “without the approval of a majority vote of the
members of said system.” This brings us to the issue at hand: Must all members of the
retirement system be allowed to vote on all of these changes? Or, may the retirement
system hold two separate elections: one on the new retirement factors, in which only
the General Members would vote, and another on the annual leave benefits, in which
only the members represented by Local 145 would vote?

The answer to these questions turns on the meaning of “majority vote of the members

§ P A tid

of said system.” The term “said system” clearly refers 1o the “retirement system,” which

is mentioned twice eartier in the same sentence. The “retirement system” is clearly
“SDCERS.” Section 141 of the Charter, entitled “City Employees’ Retirement System,”
empowered the Gity Council to establish a “retirement system” for compensated public
officers and employees, including "policemen, firemen and full-time lifeguards.” And,
although the Charter allows the City to set a younger retirement age for Safety
Members than for General Members, it does not provide for separate “retirement
systems” to be created for different classes of membership.

The Municipal Code supports this co Lstruction. Section 24.0103 specifically defines
“ratirement sysiem” to mean “the Cily Employees’ Retirement System,” and defines

“Member’ means any person who actively patticipates in
and contributes to the Retirement System, and who is
thereafter entitied, when eligible, to receive benefits
therefrom. There are three classes of Members: General,
Safety, and Elected Officers.

Accordingly, all classes of members participate in the same retirement system, which is

SDCERS.  The remaining question is whether "a majority vole of the members” of
SDCERS means that all SOCERS members must be allowed {0 vote on changes



The Board of Administration
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affecting any member, or whether the Board may read into this phrase the modification
that only members affected by the proposed ordinance must be allowed to vote.

The California Supreme Court recited the following basic rules of statutory construction
in California Teachers Association v. San Diego Community College District.

“In construing a statute, we begin with the fundamental rule
that a court should ascertain the intent of the Legislature so
as to effectuate the purpose of the law. An equally basic rule
of statutory construction is, however, that courts are bound
to give effect to statutes according to the usual, ordinary
import of the language employed in framing them. Although
a court may properly rely on extrinsic aids, it should first turn
to the words of the statute to determine the intent of the
Legislature. 1f the words of the stalute are clear, the court
should not add to or alter them to accomplish a purpose that
does not appear on the face of the statute or from its
leqislative history. [Citations omitted; emphasis added.]'

A T

in fact. the California Supreme Court has consistently held that where a statute is free
from ambiguity, the words of the statute musi generally be followed regardiess of the
actual intent of the legislature. For example, in Mulville v. City of San Diego, the Court
stated:

“In construing a legisiative enactment the intent of the Legislature
must be determined primarily by atiributing the ordinary and
popular sense to the words of the staiute where they are free from
ambiguity and the result is not absurd, and this must be done even
though it appears Erobabfe that a different object was in the mind
of the Legislature.™

In other words, the Board should ascertain the intent of Charter section 1431 first by
reading the statute while giving the words their ordinary, usual and popular meanings.
The Board should not add to or alter the words. Only if the statute is unclear, should

the Board look to exirinsic, or extraneous, evidence to divine the meaning of the
statute. In any event, there is no legislalive history on the meaning of the phrase

U california Teachers Association v. San Diego Community College District, 28 Cal.3d 692 al 698 (198 1.

? 483 Cal. 734 al 739 (1820).
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"approval of a majority vote of the members of said system,” so we are left with the
language of the statute.®

With these rules of construction in mind, the phrase “majority vote of the members of
said system” can only be read to mean one thing, that all members must be allowed to
vote. Without altering the clear language of the statute, or adding words to it, section

143.1 cannot reasonably be read as allowing only those members who are affected by
a proposed benefit change to vote on that change.

Interestingly, when section 143.1 was amended in 1990 to allow "affected retirees” t0

Uiy [ Bt L W A N4 3 Voo il IULhe 0t

vote on ordinances affecting their vested defined benefits, the preceding sentence
relating to the active member vote was not amended to add the word "affected.” This
clearly implies that the standard was intended to be different for retired and active
members -- that while only retirees who are "affected” by an ordinance are allowed to
vote, this restriction does not apply to active members.

i

P

nact an ordinance “clarifying” that Charter section 143.1 really means that only

LiCh

Finally, it has been suggested that Charter section 146 would allow the City Gouncil to
8

[ A a
“affected” members are allowed to vote on retirement ordinances. - Section 146

provides:

“The Council is hereby fully empowered by a majority vote of the
members to enact any and all ordinances necessary, in addition to the
ordinance authorized in Section 141 of this Article, to carry into effect the
provisions of this Article; and any and all ordinances so enacted shall
have equal force and effect with this Article and shall be construed to be a
part hereof as fully as if drawn herein.”

i
provision that requires “a majority vote of the members i !
would not be a clarification of section 143.1; it would be an amendment.  And, it is well

settied that the City Council may not amend the Charter by adding to or sublracting
from Charter provisions, or enacting ordinances that are inconsistent with the Charter.

But, adding the qualification that only “affected” members may vote to a Charter
f relirer 5
.

=

s
<

* We have reviewed the legislative history for Charler section 143.1, which consists of two amendments o
the City Charter, and there is no information concerning the meaning of either "affects the benefits of any
employee" or "approval of a majority vote of the members of said system.” The first amendment dated
June 8, 1954, added section 143.1. As originally created, section 143.1 only addressed the voling
requirements for any employee under the Retirement System whose benefits were affected by an
ordinance amending said System. The second amendment, dated November 6, 1990, added a voting
requirement for retirees whan an ordinance amending the Retirement System affects their "vested defined

benefits.”
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The dedcision in Montgomery v. Board of Admin. of City Employees’ Retirement System
of San Diego® is particularly relevant. Monigomery addressed Charter section 141, in
its original form, which authorized the City Council to establish a retirement system, but
provided that no employee be retired for service “before he reaches the age of sixty-two
and before ten years of continuous service . . ..” The City Council had adopted
ordinances setting up the retirement system, which allowed employees to retire with ten
years of service, even if the service was intermittent. Consistent with these ordinances
the Retirement Board had granted pensions to & number of members who did not have
ten years of continuous service. But, in 1938, this procedure was questioned, and the

v

Board suspended payments to retirees who did not have ten years of continuous

[0 W L S R W B CHiTL Jayii

service.

A retiree brought an action in declaratory relief asking the superior court to determine
and declare the rights of retirees under the Charter and the ordinances. The superior
court declared void the provisions of the ordinances that attempted to give members
credit for intermitient service and held that only those retirees who had ten years of
continuous service could receive pensions.

On appeal, the retirees argued that Charter section 146 empowered the City Council to
adopt retirement ordinances that would have the same force and effect as Charter
provisions. They argued that they were entitled fo their pensions because the Council
had adopted ordinances allowing interrupted service to be considered continuous
service. The Fourth District Court of Appeal rejected this argument, holding that

Charter section 146:

“. .. gives no authority to pass any enactment that conflicts with the
charter provisions . . . we must hold that it is only an ordinance that puts
inta effect charter provisions that is to have the same force and effect as
though a part of and included in the charter; that the section [146] does
not empower the cily council 1o pass any ord

t }
charter or that may have the effect of amending i

inance conflicting with the
P 5«

The court stressed that any other construction of section 146 would render it
unconstitutional:

“i seclion 146 of the charter must be construed as giving authority to the
city council . . by ordinance to add to or subtract from the charter

a4 Cal. App.2d 514 (1939).

S1d. at 521.
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provisions . . . it must be held to be unconstitutional as attempting to
permit the amendment of the charter in an unauthorized manner.

* * *

it is clear that certain provisions of the retirement ordinances . . . conflict
with the provisions of the charter. Certainly, intermittent service is not
continuous service and in so far as the ordinances attempt to substitute
intermittent service for continuous service as a basis for refirement, their
provisions are void as contrary to the charter and as an attempt to amend
the charter in an unauthorized manner. It does not follow that section

SRR Rt R o)

1486 of the charter is unconstitutional.

* * *

It is our duty to so construe the provisions of section 146 of the charter so
that they may be held constitutional if that can be done .. ..n"

Accordingly, section 146 does not authorize the Council to amend section 143.1 by
ordinance; Charter provisions may only be amended by a majority vote of electorate of
the City.

We are aware that the Retirement System has held elections for specific membership
groups in the past. This does not change our legal opinion. It is well established that
where a statute is clear, prior interpretations that are inconsistent with the statute are
given no deference.

Charter section 143.1 does not allow for a vote of only General Members, nor does it
allow for a vote of only members within a particular bargaining unit. And, section 146
does not authorize the Council pass an ordinance to allow for this.  Any other
construction of section 143.1 would not only violate the clear language of that section,
bul could lead lo absurd resulls.”  Any other conslruction of section 146 would render it

unconstiutional.

{

Roxanne Story Parks

Ot at 520 - 521 (1939).
T T fhe . '

Taken to its logical exireme, the City could enact benefit improvements for a small group of members, of
even a single member, subject only to a majarity vole of the members (or membet) receiving the improved
benefits.
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Larry B. Grissom

Retirement Administrator .
Retirement Office )
401 “B” Street, Fourth Floor, Suite 400

“San Diego, CA 92101-4298

Dear Mr. Grissom:

Re:  Elections pursuant to City of San Diego Charter Section 143.1

This will respond to your October 3,2002 letter to the City Attorney regarding the above
matter. Specifically, you asked for clarification on two issues. The first issue is whether or not
the City Attorney’s Office concurs with the legal opinion by Retirement Assistant General
Counsel Roxanne Story Parks dated October 2, 2002, regarding San Diego City Charter section
143 .1 and retirement benefit elections. The second issue is who should conduct such elections -

the City (Manager) or Retirement.

As to the legal opinion by Ms. Story Parks regarding Charter section 143.1, we believe
the opinion is sound and concur with its conclusion. It is a thorough analysis and correctly
interprets the Charter section. Section 143.1 is not ambiguous and clearly states that all members
of the system, and not just those in the classifications affected, must vote on any change which
affects the members’ benefits. We have nothing further to add to the opinion.

As 1o the issue of which department, the Manager’s or Retirement, should conduct such
elections, we believe that Retirement should conduct the elections because they concern
retirement matlers, and also because we believe Retirement is under a responsibility to conduct

such elections.

As you know, Charler section 144 provides that “It]he system shall he managed by a
Board of Administration.” The Section also states that the Board “may establish such rules and
regulations as it deems proper; . .. 14 The Section further states that the Board “shall have
exclusive conirol of the administration and investment of such [retirement funds] as may be
established; . . ." Ibid.



Mr. Larry Grissom <2 October 16, 2002

San Diego Municipal Code (SDMC) section 24.0901 was codified to enact this Charter
directive. Section 24.0901 states in part: “The Board may make the rules it deems proper to
administer the Retirement System.” (Emphasis added.) “Retirement System” is defined i
SPMC section 24.0103 as “the City Employees Retirement System as created by this Article,
7 Section 24.0101 refers to the creation of the system in 1926 through Ordinance
No. 10792, which stated in Section 2, “A retirement system is hereby established and placed
under the management of the Board . ... for the purpose of providing retirement allowances for

2

employees of The City .. ..

As you also know, in response 10 these directives, Retirement enacted its own policies
and procedures which acknowledge and implement the mandates of the Charter and SDMC. For
instance, Rule 1.00 states:

The purpose of these Board Rules is to augment the retirement
ordinances of The City of San Diego. It is intended that these Rules
shall provide guidance by establishing and clarifying the
procedural and administrative processes necessary to carry out the
responsibilities of the Retirement Board as set forth in the Charter
and Municipal Code. ...

Rules 7.01 through 7.06 became (he policies and procedures regarding benefit elections.
Rule 7.01 states in part: “The Board shall hold an electior

affected members of the
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etirement System whenever an ordinance affects the benefits of any class m mbers of the

System.” Rules 7.02 through 7.06 set forth the procedures for Retirement to hold these elections.

ot

Turning back to Charter section 144 and SDMC section 24.0901, we believe the sections’
language indicates that the Board, and by extension the Retirement Office, must handle all
administration of the system, and arguably, such administration includes elections. As g uoted
ahove, Charter section 144 states that the system shall be managed by the Board. SPDMC section

94,0901 states the Board may make rules to administer the systent. Flections must be held when
any “amendment to the system ... affects the benefits of any employee under such . . . system.”

Charter § 143.1. Thus, again arguably, an election is an extension of an administrative duty under

na
D

the exclusive conirol of the Board, entrusied to it by the Charter.

Comments made to you in a 1993 City Attorney memorandum of law can be used by
analogy to support this interpretation of these passages (see 1993 City Aty MOL 1264, copy
altached). In this memorandum, Deputy City Attorney Rick Duvernay a ue
raised by you about the necessity of Retirement providing information to system members

regarding benefil elections when that information was @ Iready provided in some format during

Vieon A -« vy S ' 3 el ~
NP Ms. Story Parks’ opinion is adopted by Retirement, several of these rules should be amended to comply

with the legal analysis which concludes all members need (o vole on changes instead of only affected mernbers.
Several of the rules read “affected m embers” and can be interpreted apposite to her tegal conclusion.
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the meet and confer process. In discussing the importance of Retirement providing the
information, DCA Duvernay stated:

The Board’s fiduciary obligation is to manage the trust
[retirement system [unds] with a high degree of skill and care. One
aspect of that responsibility concerns the provision of the trust
instrument which grants members the right to vote upon changes in
benelit levels. . . . [TThe right to vote would be quite meaningless if
members were not provided with enough informatio ¢
informed decision. This, of course, brings the matter fu | circle
back to the Board’s responsibility; for if the Board does not
provide this information to the membership, who will?

As trustees, Board members may not delegaie to others the
performance of acts they can reasonably be required to perform.
Probate Code séction 16012. When the Board does delegate its
functions, which it necessarily and routinely does, they must
nevertheless exercise general supervision over those who perform
the delegated matters. Probate Code section 16012. City
management and the labor organizations do not have access to the
necessary actuarial expertise the Board routinely relies upon, nor
are they accountable to the Board. For these reasons, we would
dvise against the Board relying upon the meet and confer process

X Y idg
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to fully inform members with respect to the consequences of any
benefit change.

In conclusion, the Board is presently conducting henefit elections
under appropriale circumstances.

1993 City Aty MOL 1264, 1265 (emphases added).

As with the responsibility outlined above, Retirement arguably also has a responsibility

Q
idiy

{0 its members in relation to the execution of the elections, Management is not accountable to the

Board, and does not have Retirement’s expertise necessary (o carry out these retirement matters.

The responsibility of all administrative matters entrusted to Retirement by the Charter should
nt has been doing for

extend to conducting informed and accurafe elections, as Retirement

NUMECTOus yeuars.

Although the Janguage has been modified over the years, the original ordinance enacling
the system in 1926 (Ordinance No. 10792) entrusted to the Board “[t]he general administration
and the responsibility {or the proper operations of the retirement system .. .. (Emphases
added)) We do not believe the loss of the word “general” from the original ordinance of 1926 to
the language implemented in the Charter years later means a loss of this administrative duty.
Charter section 144 still mandates “the system shall be managed by 2 Board ... 7 The Board,
over many years, has included conducting benefit elections in the gambit of its responsibilities,
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presumably because it is an administrative matter dealing with the retirement system. The Board

even enacted rules to implement these elections.
In conclusion, this office concurs with Retirement counsel’s legal analysis of Charter
cection 143.1, which states that all members of the system, and not just those affected by a
benefit change, must vote on the benefit change pursuant to Charter section 143.1. This office
also opines that Retirement should continue to conduct the elections concerning retirement

benefit changes. Although one reason is because Retirement has historically conducted the
elections and is more knowledgeable and better equipped to perform them than the Manager’s
Office, this is not the only reason. This office strongly believes holding the elections is an

lities mandated by the Charter and SDMC section 24.0901.
y enacting internal policies and procedures in

he practice should be transferred

extension of Retirement’s responsibi
Retirement has acknowledged this responsibility b
their rules and regulations, and we find no legal reason why t

(53916 35

NOW.

Sincerely yours,

CASEY GWINN, City Attorney
- }\//(l(/QJ cw,gﬁz -

By ! \\/ e S

Michael Rivo

Deputy City Attorney

MRims
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Office of
The City Attorney
city of San Diego

MEMORANDUM
236~6220
DATE: August 27, 1993
TO: Larry Grissom, Retirement Administrator
FROM ¢ City Attorney

SUBJECT: Benefits Election

In a memorandum dated July 8, 1993, in which you refer to San
Diego City Charter ("Charter") section 143.1, you ask us to
evaluate the circumstances under which the system is obligated to
conduct benefit elections. You point out that benefit changes to
the San Diego City Employees’ Retirement System ("SDCERS") almost
always result from the meet and confer process and as a part of
that process the benefit changes must be approved by both
management and the affected labor organizations. What you imply
is that, under those circumstances, benefit elections appear to
be a burdensome duplication of effort. Suffice it to say, for
whatever reasons (a debate over which could surely rage on for
several hours), tinkering with SDCERS benefits has become the
norm in recent years and benefit elections an unpleasant fact of
life for your staff.

Charter section 143.1 reads as follows:
Sec. 143.1 Approval of Amendments by Members

No ordinance amending the retirement
system which affects the benefits of any
employvee under such retirement system shall
be adopted without the approval of a majority
vote of the members of sald system.

No ordinance amending the retirement
system which affects the vested defined
benefits of any retiree of such retirement
system shall be adopted without the approval
of a majority vote of the affected retirees
of said retirement system.

In my quest to discover the true purpose and meaning of Charter
section 143.1, I could find no case law or attorney opinions
shedding light on the subject. However, in the dusty archives, I
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did find three Special Benefit Election Reports ("Reports")
issued by the Board of Administration ("Board") between the years
1965 and 1970. Each of these Reports was issued at a time when
major benefit changes were proposed.

In reading these Reports, I found it ironic and somewhat amusing
that twenty-five (25) years later we are still struggling with
come of the same issues. (See, proposed change No. 4 in the 1967
report and proposed change No. 6 in the 1970 report.) After
reading the Reports, I think it is fair to say, and at least
comforting to know, that we are conducting elections today under
the same circumstances as we did twenty-five (25) years ago.

In each Report, the Board explained that an increase in
contribution rates would be necessary to properly fund the new
benefits. The changes were described to the employees as a
“tradeoff;" higher benefits with higher contribution rates or the
same benefits with no increase or a decrease in contribution
rates. I was impressed by the thoroughness of the Reports and
left with a feeling that the voting right is not something to be
taken for granted or taken lightly.

fiduciaxry ob o manage the trust with a
e 11 and care. One aspect of that responsibility
the provision of the trust instrument which grants
members the right to vote upon changes in penefit levels. These
Reports serve as a good reminder that the right to vote would be
quite meaningless if members were not provided with enough
information to make an informed decision. This, of course,
brings the matter full circle back to the Board’s responsibility;
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for if the Board does not provide this information to the
membership, who will?

As trustees, Board members may not delegate to others the
performance of acts they can reasonably be required To perform.
Probate Code section 16012. When the Board does delegate its
functions, which it necessarily and routinely does, they must
nevertheless exercise general supervision over those who perform
the delegated matters. Probate Code section 16012. City
management and the labor organizations do not have access to the
necessary actuarial expertise the Board routinely relies upon,
nor are they accountable to the Board. Tor these reasons, wa
would advise against the Board relying upon the meet and confer
process to fully inform members with respect to the consequences
of any benefit change.

In conclusion, the PBoard is presently conducting benefit
elections under appropriate circumstances. The Board could, and
probably should devote more effort to providing information to
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the membership in connection with those elections. 1In the near
future, when major changes to the plan are proposed with respect
to death benefits, division of community property assets and
disability benefits, I recommend that the Board issue
informational reports to the membership fully describing those
changes, similar to the attached Reports.

If you have any guestions, please give me a call.
JOHN W. WITT, City Attorney

et e

P

Richard A. Duverﬁgy
Deputy City Attorney

By

RAD:mrh:352
Attachment
ns-93-6
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CHANGES |y RETIREMENT BENEFI|TS
A SPECIAL REPORT

From
The Retirement Board of Administration

April 15, 1965

Arung upon the recommendations of the Retirement Board of Administration the City Council nas
prati R Iy Approved soveral magjor improvements in henefits for members af the Cltv Emplavees’ Rotirom..n:
srem. Belore these henefita can be adopted by the Council, they must also be approved by g majane oeea f
G othe members o the Rotirement System. Ballots witl be distributed and 0u Wi he voting wn this impertan
Theoer i the very near future,

The purpose aof this report is to fully inform vou of these changes in benefitg and to provide vag wgh
-her pertinent information to assist you in making yvour decision.

Due 1o the better earnings of your Retirement Fund the Board is now ahle to raise the. interest axsump-
son rate from 355 10 45, As you ‘may recall the rate was increased in 1962 from 3% to a7 and resulted in o
reduction in vour required contributions to the Retirement System, If there were no changes in heneafits at this
.;“m,_; the increase in the interest assumption rate would again result in a reduction in vour contribution rat-~,
}{mm'er. the cost of the improved benefits, which are shared between the emplovee and the employer, wil!
Affset the reduction which would be realized from. the higher interest assumption.

Additionally, as a result of longer life expectancy it is necessary for the Board to adopt more recentlv
jeveloped mortality tables. The fact that we can expect to receive a pension for a longer time requires {he
employee and the emplover to contribute at a slightly higher rate during our working years, When this is crim-
pined with the proposed improved benefits, the average employee’s present contribution requirements will he
mcreased by about 5%. A summary schedule of the present and proposed employee contribution rates is shown
at the end of this report, ‘

In summary, a yes vote by the majority of all the members of the System will mean improved benefits
and the employer and employees will contdbute a greater amount. A lack of a majority of yes votes will resujt
in N0 improvement in benefits and a small reduction in present employee contributions Lo the Retirement System.
It is therefore important that every member votes.

The Retirement Board has carefully analyzed the present benefits of our System in comparison with
sther public Retirement Systems and believes there is a need for the improved benefits. The proposed changes
shich are listed below have been endorsed by the Municipal Employees* Association, City and County Emplovees’

Local 127, and both the Police Officers’ and Firefighters' Associations.

PROPOSED CHANGES

l. Death While Eligible Option ~ For General and Safety Members:

At present, if an empioyee dies, who was eligible for service retirement, his beneficiary receiveg
only the basic death benefit, which consists of

a) arefund of the deceased employee’s accumulated contri butions, and

b) one-months pay for each Year the decessed employee was in the Retirement System, up to six

months pay. .

If the deceased employee was s General or Safety Member who wag eligible to retire for servicg but
had not done so, this change would give the surviving spouse or minor dependent children as beneficiaries a
thoice. Instead of the bamic degth benefit the spouse could receive for life (or the depeundent children could
receive until their eighteenth birthday) s monthly retirement benefit equal to one-half the amount the deceased
mmployee would have recelved if he had retired on the day of his death.

& Full Formula Bamefit at sge 88 — For Genera! Members Only:
At presant the service retirement formula for General Members provides a full benefit at age §3. This

thange would provide the full benefit st sge §0 and would #lso provide incresses over the present percentages
lor retirement at other ages. Ag an example, from the following table, a male General Member retiring at age 67

would receive 15% mure under the new aystem.

Present Percentages | MNew Percenbmges
Uf Fukl Begefii~ Of Full Benefiis
Age Al REetirement Make Female Yale Female
35 689 69% T0 T 2%
56 70 72" 757 G
5 75 76 30 82
?8 79 81 86 817
59 84 85 93 $3
60 90 90 100 100
61 93 35 167 107
62 100 100 115 114
63 06 166 123 122
64 113 112 133 3
65 120 119 143 L;%

*Rounded off to the nesarest bercentage
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CHANGES IN RETIREHENT BENEFITS
AN ELECTION REPORT

From

The Retirement Board of Administration

March 17, 1967

The Retirement Board of Administration has recommended to the City Council several changes in the San Diego
City Employees” Retirement System which will increase the overall beneflts for members retiring in the future. Before the

Council can adopt an ordinance to amend the benefits of this System, they must first be approved by & majority vote of
the members.

The purpose of this report is to fully inform you of the recommended changes and to provide you with other
information to assist you in meking your decision. Ballots will be distributed and you will be voting on this important
matter in the very near future.

IV SUMMARY, A MAJORITY OF YES VOTES ON THESE PROPOSED CHANGES WILL MEAN HIGHER FUTURE
PENSION BENEFITS AND A SLIGHT INCREASE IN CONTRIBUTION REQUIREMENTS, LESS THAN A MAJORITY OF YES
VOTES WILL MEAN NO CHANGE IN FENSION BENEFFTS AND A SLIGHT BEDUCTION IN CONTRIBUTION REQUIREMENTS.

HACKGROUND [INFORMATION

The Hetirement Board has the authority to raise or lower the Interest rate to reflect earnings on our investments.
Due to incrensed esrnings by the Retirement Fund the Board is sble at this time to raise the interest rate from 4% to 4%%,
effective June 30, 1967, If there were no changes in benefits, the higher interest rate would resulf in & slight reduction
in the amount the emplaoyver and the employees contribute to the System.

Howevet, the Hetirement Board has carefully analyzed the mesent bepefits of our System and bellieve there is a
need to improve the bsnefits in order to make our System more nearly comparsble to othes latze public retirement zystems
in California. The costs for these improved bepefits, which sre partly shared batween the empioyees and the employer,
will more than offset the redisction in contributions which would be realized from the higher interet rate of 44%. A partial
table of present end proposed employee contribution retes is shown st the end of this report. ’

The four proposed changes, which are listed below, bave bees endorsed by the City and County Employees® Local
127, the Police Officers’ and Fire Fighters’ Agsocistions, and tentmtively endorsed by the Municipal Employses’ Asso-
ciation. While the rirst three proposals would improve pension benefits, it should be noted thet the fourth chenge is not
concerned with benefits, but rather with the disposition of any remaining earnings after regular interest hes been credited
to the employees’ and employer’'s contributions.

. PROPOSED CHANGES
1. Tg flreeze ™ (8¢ bese compemsation in the retirment formuls nt $408/mo. — Affects all members, except Police and
Fire pergonnel, N ’ :

Our Retirement System currently provides lower benefita on thet portion of & member's selary subject to withholding
tax for Social Security and higher benefits on any aglary in excess of the tuxsble Socisl Security base. Therefore, as the

annuval salsry subject to withholding for Soelsl Sscurlty iz lncressed, there Is an sutomatic reduction in both the future
bension benefits from, and contributions to, the City Retirement System.

The current apousl salery subject to & Socisl Security withholding is %6600 (£350/mo), having been incressed. from
time to time, from =n sanus) selery of 24200 (3350/mo), on Jenuary 1, 1856 when our Retirement System was integrated
with Socisl Security.

This change wonld dissnsociate our retivement formule from the present and future Socini Security tazeble base, and
would provide for lewey benefile on the [irst $400 of monthly salary snd higher benefits on any salary in excess of $400 per
month, The net effect of this change would be to lncresse the member’s monthly penslon, and to incresse bath the employer's
and the employees® contribotions to the Retrement System.

Z. 1/58th Bewelli Formels For Safety Members — Affects ouly Pollca and Fire personnel employed afier 4/25/1947.

Sefety Members. now hsve s benefit formuls of 1/85th of their finsl compensstion for emch year of memberahip.
This change would replace the 1/85th freetion with & 1/50h fraction, mmounting to & 10% incresas in the beneflt formuls.
A related formula wonld apply to Ufeguerds who are Sefety Members. The nel effect would be higher pension benefits snd
an increase in both the employer and employee contribution requirements.

3. Te Define *'fisel compenpation’’ ps the highest cousecwive J-vesr emrmings — Affectz all members, except Police and
Fire personnel employed bhefore 4/25/47. :

Pengion benefits are hased on a fraction of 8 members “final compensation for emch yest of memberghip. Currently,
final compensation ls defined ss the highest consecutive S-year emrnings. This change would define final compensation as
the highest 3-year’s esrnings. Increased pension benefits that would result {rom this chenge will be dependent on esch
employee’s personsl employment history end the extent fo which inflation affects future salaries. This chenge would not
affect employes contribution requirementas. Any costa resuliing from (his emendment would increese future employer
cantributions.




1. 55 Benelit Formula — For Safety \lemberg Only:

Safety Members now have a |, 60 benefit formuia. This change would provide ¢+ ‘ -

. . e v . H o 245 $ DTt le them with a 1, 53 bﬂ,n .

formula. A related formula would apply 1o lifeguards who are Safety Members. This amounts to a 9.09 - mcr:”
in retirement benefits, o

4. Death Benefit After Retirement

This new benefit would provide a $400 death benefit, pavable to the beneficiary or estate of prese
and future retired members, R

5. Special Service-Connected Death Benelit — For General \lembers Only:
- If the deceased emplqyee Is a General Member and if the Retirement Board determines that his dea

is service-connected, this benefit will give the surviving widow or minor dependent children, as beneficiariag a
choice. Insteaq of Lhe_basm death benefit the widow could receive for life, or until her remarriage a mom{\]v
retirement benefit sufficient, when added to her Social Security benefit, to equal one-half of the deceased mey,
pers final compensation. If there were no widow, or if she died, the same benefit would be payable to dependen
children under 18. ‘
6. Optional Settlement - For Special Class Safety Mlembers Only:

Under this change Special Class Safety Members who haven't yet retired would be able to elect iy,
option IV Settlement. By accepting a reduced pension under this settlement, this will permit the retiring membay
to provide a monthly benefit to either his surviving widow (over and above the $75.00 maximum now provided; 5
a monthly benefit to some other named beneficiary.

Current and Proposed Employee Contribution Rates

The percent of salary that an employee contributes to the Retirement System depends upon his age
at the time he becomes a member of the System. For the sake of brevity the following partial schedule of Currene
and proposed rates of contribution are shown.

3.

General Members

) Proposed Rate Proposed Rate
Current Rate Improved Benefits Present Benelits
dge A Ratle~ B Rater~ A Rater B Rates» A Rates B Rate--
At Entry  Male Female Male Female Meale Female Mgle Female Male Female 3Male Female
20 3.23% 3.81%  4.84% 5.86% |3.28% 3.72% 4.8%% 5.58% | 2.81%  3.35% 4.3T% 5.03
25 3.43 4.15 5.15 6.22 3.51 3.99 5.27 5.99 3.15 3.60 4.72 5.40
30 3.68 1,43 5.52 6.65 3.81 4.32 5.72 6.48 3.42 3.91 5.13 5.86
35 3.95 1.76 5.93 T.14 4.16 1,71 6.24 7.06 3.73 4,26 5.60 6.39
+0 4.27 5.13 6.40 7.70 4.55 5.15 6.82 7.73 4.09 4.87 6.14 7.00
15 1.62 5.55 6.93 8.33 1 4.99 5.65 7.4 B.48 4.49 5.13 6.74 7,70
50 5.01 6.02 7.52 9.03 5.47 6.23 8.21 9.34 4.95 5.68 7.42 8.49
55 5.46 6.55 8,18 §.82 5.03 6.85 9.04 10.28 5.45 8.24 8.18 9.36

* The A Rate is applied 'w the first $400 of regular monthly earnings.
*+ The B Rate is applied to the monthly earnings rate in ekcess of $400.

For example & male employee entering the system at age 35, and with a salary of $532 per mont ]
currently rontributes 3.95% of $40C (or $15.80), plus 5.93% of $132 (ot $7.83), a totael of $23.63 per month, His B8
future monthly contributions with improved benefits would be $24.88, and with the present benefits would ue§
$22.31.

SAFETY MEMBERS

Propored REais Proposed Rate
Cwrent Bate Improved Beneflits Pressnt Begefits
Age A Batee B Rates" A Rate* B Ragrprce A Este® B Rate-”

At Entry Mule Fomsle Mgle F@mmja Male Female Msle Female Male Female Male Fem

20 4.83% 5.48% 6.94% 8.18% |4.59%  3.1T%  6.89%  7.75% 4.21% +.73% 6.32% 1

25 4.90 5.79 7.35 8.68 4.98 5.60 ° 7.47 8.4 4.57 5.13 6.85 .

30 5.20 6.15 7.80 9.22 5.43 5.10.° B.14 .15 4.97 5.58 7.46 8.
35 5.53 6.52 8.29 8.78 3.02 6.66 8.88 3.99 5.43 6.11 8.14 9

40 5.85 6.91 B.78 10.37 6.44 7.25 .66 10.87 5.61 6.64 8.86 9.96 §
45 65.27 7.39 9.40 11.08 6.96 7.83 10.44 11,74 6.38 717 9.57 10,
54 6.77 8.00 10,186 12,060 {7.48 8.39 1118 12,58 | 6.84 7.69 10.28 t

*Both A and B Rates are applied to salary of Lifeguards, as explained above for General Members.
**Police and Fire personnel use B Rate only.

For example a police patrolman entering the System at age 30, and with a salary of $806 per mo
currently contributes 7.807% of $696, or $54.29 per month. His future monthly contributions with improved b
fits would be $56.65, and with the present benefits would be §51.99.
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Under the present retirement ordinance, after tegular interest is annually credited to the employer and each
employee’s account from the earnings of the Retirement Fund, the Retirement Board may distribute any remaining surplus
earnings between the employer and the employees as an extra interest credit. This, in fact, was done once before on
June 30, 1965, when each account received an additional 1.93% extra interest credit from incressed earnings on cur investments.

This extra interest credil has the effect of reducing the employer contribution requirements. However, it results
in no decrease In employ~e contributions nor does it incresse pension benefits, since they are based on a formula. Only
members who terminate their employment and withdraw their accumulated contributions realize any gain from an extra
interest credit, since their accumulated contributions have been increased when extra interest has been credited to their
accounts.

This proposed change will have no effect on member’s future pension benefits, but if approved, it will provide that
any remaining surplus earnings, after regular interest has been credited to all accounts, shall be used to reduce future
employer contribution requirements. “Extra interest would, therefore, no longer be credited to employee accounts.

CURRENT AND PROPOSED EMPLOYEE CONTRIBUTION RATES

The percent of salary that an employee contributes to the Retirement System depends upon his age at the time he
hecomes a member of the System. The following partinl schedule of cutrent and proposed rates of contribution for males

is shown for comparison. ,

MEMBERS

Proposed Rates
improved Benelifn

GENERAL

Proposed Raies

Current Rates Present Benefits

age LSRR %of Seiary % of Salary % of Salary % of Salary % of Salary
un Lo OYET P L0 Gver e over
At Entry $558/mo. $558/ ma., £400/mo. $488/mo. 5558/ ma. £330/ mo.
20 3.26% 4.89% 301 4.52% 3.01% 4.52%
25 3.51% 5.27% 3.27% 4.91% 3.27% 4.91%
30 3.81% 5.72% 3.58% 5.3T% 3.58% 5.37%
35 4.16% 5.24% 3.93% 5.90% 3.93% 5.90%
40 4.55% 6.82% 4,33% 6.50% 4.33% 6.50%
45 4.99% T.48% 4.7%% 7.1 8% 4.7%% 7.18%
50 5.47% 8.21% 5.20% 7.84% 5.2%% T.94%
55 6.03% 9.04% 5.87% 8.80% 5.871% 8.80%

For exzmple, s male employee entering the System nt age 35, spnd with v current salary of 56816 per month, con-
tributes 4.16% of $550 (or $22.88), plus 8.26% o $66 (or §4.12), a totel of $27.00 per month for present henefits. His fulure
monthly contributions with improved hepeflts would be 22848, end hiz fuiure monthly coptributions with no change in

benefits would be $25.51.

{t
e
1
ol
s

Fropomned Propoaed Rate
improved  Be Fresent

) 6.89% 7.08% 6.4

a5 T ATR T.14% T, 04%
an 8.14% 8.50%, T.9%%
28 8.88%- 9.34% 8.45%
40 9.66% 10.24% 9.30%
45 10.44% 1.14% 10.13%

For example, a police patroiman entering the gystem at age 30 and with & current salary of $749 per month. con-
trihutes 8.14% of $749, or $60.87 per month.
and his future monthly contributions with no change in venefits would be $57.87,

His future monthly contributions with improved benefits would

pe $63.67.



PROPOSED CHANGES IN RETIREMENT BENEFITS
AN ELECTION REPORT

From

The Retirement Board of Administration

February 27, 1970

The Retiremnent Board of Administration has recommended 10 the City Council several changes in the San
Diego City Employees’ Retirement System which wili increase the pension benefits of members retiring in the future.
These improved benefits will also raise bath the employer and employees’ retirement contributions. Before the Council
may adopt an ordinance to amend the benefits of this System, rhese changes must first be approved by a majority
vote of the members.

The purpose of this report is to fully inform you of the proposed changes and the resuiting cost to the
employees and the City. Ballots will be distributed and you will be voting on this important matter in the VEry near

future,

BACKGROUND INFORMATION

The Retirement Board has the suthority to raise or lower the interest rate to reflect 8arnings on our invest-
ments. Due to increased earnings by the Retirement Fund the Board is able at this time 1o raise the interest rate from
the current 4%% to 5%, effective July 1, 170. If there were no changes in benefits, the higher interest rate would
result in a reduction in the amount the City and the employees contribute 1o the System.

Mowever, the Retirement Board has carefully analyzed the present benefits of our System and believes there
is a need to improve the benefits in order 10 make our System more nearly comparable to other large public employee
retirement systems in California. The costs for these improved henefits, which are shared between the City and the
emplovees will more than offset the reduction in contributions which would he realized from the higher interest rate

!
of 8%. A partial table of present and proposed employes contribution rates is shown at the end of this report.

partigd

- SUMMARY —

A majority of ves votes by the employees will permit the Council to adopt an ordinance 1o accomplish six
changes described on the following pages, which will result in higher future pension benefits and an average increase
of approximately 30% in the employee contributions. Based on current tunding requirements the City's annual costs
will be increased by about £2.8 mitlion, a 45% increase. q,,

Less than a majority of ves votes will mean no change in pension bensfite, an average reduction of about
16% in employee contributions, and no obligation for the City to pay for improved benefits,

EXAMPLE RETIREMENT BENEFITS OF FRESENT & PROPOSED SYSTEM

i

i

Present Banefits Propesed Benefits
A Sofety Member sarming $280.36 1o raiires, no monthly $400.00/mo. to retiree, $200/mo.
5800/ mo ., retiring at age 50 with  benefits 1o surviving spouse afier

g spouse ofter his
&

25 years of service his death, no adjustment in pen- death, pensions adjusted anny-
sion benefits after retirement. ally by up to 4%, based on
Total Value = $86,137 changes in the ast-af-living.

C
Totat Valye = $132,400 plus the

Costof-Living Formyla,

A Censral Member earning $333.33/ me. ta refires, no meopnth. 338333/ mo. to retiree,

$800/mo, retiring ot age &0 with ly bensfits to surviving 5pouse §191.67/mo. to surviving spouse

30 vears of service. offer ratiree’s death, no adjust- after retiree’s death, pension ad-
ment in pension benefits gfier justed onnuolly by up to 14%,
refirement, based on changes in Cost-of-
Total Value = 571,000, Living.

Total Value = §99,474 plus the
Cost-of-Living Formula.




FRMWEWOELT LIIANGES  TO

Provide full formula benefits for General Members at 57%. - Affects all members, except Police and Fire personnel,
and full-time Lifeguards,

Our Retirement System currently permits General Members with sufficient years of service to retire anytime
patween the ages of 55 and 65.’ with 60 beif\g the age at which 100% of the retirement formula applies, Members who
retire between 55 and 6C receive a proportionately reduced percentage (below 100%) of the retirement formula and
members who retire between 60 and 65 receive a proportionately increased percentage (above 100%) of the retirement

rmula.
fo This change would fix age 57% as the age at which 100% of the retirement formula would apply, with proportion.
ate decreases for retirement between 55 and 57% and proportionate increases for retirement between 57% and 65. The
fottowing figures show the current percentages based on age 80, the proposed percentages based on age 57 % and the increase
in retirement benefits at each age that results from this change.

Present Percentages Proposed Percentages Increase in
Based on Age 60 Based on Age 57% Pension Benefits
. Age fate Female Male Female Male Female
Z 55 69.25% 71.25% 87.79% 89.54% 26.8% - 25.7%
56 74.31 76.04 92.32 93.82 24.2 23.4
) 57 79.84 81.26 97.25 98.46 21.8 21.2
f 58 85.81 86.96 102.64 103.50 19.5 18.0
j 59 892.60 93.18 108.53 108.99 17.2 17.0
! 0 100.60 100.00 115.00 115.00 15.0 15.0
3 61 107.33 107.05 119.43 119.47 11.3 11.6
: 62 115.34 114,74 125.35 125.48 8.7 9.4
! 63 124,12 123.12 131.60 131.86 6.0 7.1
" 64 133.72 132.28 138.22 138.65 3.4 4.8
| 65 144.27 142.30 145258 145.83 i 2.5

; 2. Provide full formula benefits for Safety Members at 50. - Affects only Police and Fire personnel employed after

| 4/25/47 and full-time Lifeguards.

I The Retirement System currently allows Safety Members with sufficient years of service to retire anytime between
the ages of 50 and 65, with 55 being the age at which 100% of the retirement formula 2pplies. Members who retire hetwesn
50 and B5 receive a proportionately reduced percentage (below 100%) of the retirement formula. There are no increases
in the retirement formula (above T00%} for retirement between ages 55 and 65,

This change would fix age 50 as the age at which 100% of the retirement formula would apply, with proportionate
increases for retirement between ages 50 and 56, The percentage of full formula applicable 1o age 55 would also apply to
all ages between 55 and 65, The following figures show the current percentages based on age 55, the proposed percentages
based on age BO, and the increase in retirement benefits at each age that results from thic change.

Present Percantages Propossd Percentages increase in
Age Based on Age 55 Based on Age 50 Pension Benefits
50 70.14% 100.00% 42.6%
51 75.07 105.16 40.1
52 80.47 11078 37.7
53 B86.38 116.92 354
54 82.86 123.36 37.8
E5.65 000 13088 31.0
3, Provide the surviving spouse of a decessed retires with a pension eaual to 50% of the retiree’s pension. - Affects all

members except Police and Fire persannel employved before 4/25/1047
The Retirement System currently has no provision for the maymernt of Pensions to the surviving spouse of de
Ceased retirmes, urdess the employvee at retirgrment voluntarily reduces his pension under an optional settiement in order
10 provide a continuing pension to his survivor. This change would automatically provide the surviving spouse of deceased
" Tetirees with a persion equal to 50% of the retiree’s pension, without the employee having to voluntarily reduce his

| Bension st retirement.




<NT RETIREMENT SYSTEM

In order to qualify for this benefit the surviving spouse must have been married to the deceased retiree at least
one year prior to his or her retirement. |f an employee is not married at retirement, the Retirement System will either
refund the accumulated contributions he has made for this benefit or allow him to increase his own pension by the annuity
value of these contributions. The following figures indicate the percentage of member’s future contributions that will
pe attributable to this benefit:

Membership ’ Percentage of Member's Contributions
Classification Sex Attributable to 50% survivor benefit
General Members Male 15.67%
General Members Female 4.29
Safety Members Male ] 11.76
Safety Members Female 3.30
4, Provide an annual Cost-of-Living Bepefit for retired members and survivors, based on Consumer Price Index ad-

justments, but not to exceed 1%% per year. - Applies to all present and future retirees and survivors, except Police
personnel employed before 5/8/1941, and Fire personnel employed befare 4/25/1947.

The present Retirement System guarantees a specific fixed pension benefit, determined by formula at retirement,
and paid to the retires as long as he or she lives. This change would provide for an annual future adjustment in retirament
benefits (limited to 1%% of the retiree’s pension), if there are changes in the cost-of-living, as measured by The Consumer
Price Index, a report published by the U, S. Dept. of Labor. Future retirement benefits would therefore be increased or
decreased by up to 1%% per year if the cost-of-living goes up or down. However, retirement benefits could never be
reduced below the level of benefits paid when this provision becomes effective, or the initiai benefits at retirement in the
case of future retirees, )

The members’ retirement contributions will be increased by
Members’ future cost-of-living contributions will be added to zheur b.,..sa

= - A -
fnmnn them a return of their contributinns in any svent. A
L

increases in the Consumer Price index above the value of th

o
o

to pay their share of funding for this benefit,
gtirement benefits as a monthly annuity, guaran-

"0 .

wl nension increases would depend upon Gﬁdn.w.".al

pensioners monthly annuity,

foineres

5. Increase the Minimum pension for disability retirees from 25% to 33-1/3% of the member’s final compensation. -
Applies to all members, except Police and Fire personnel employed prior to 4/25/1947,

This provision will affect the industrial {on-the-ob) and non-indusirial {off-the-job) retirement benefits of
non-safety personnel, and the non-industrial retirament benefits of safety personnel, by raising the minimum  disability
retirernent benefits from the present 25% to 33-1/3% of the disabled member’s final compensation. Under the present
Retirement Systerm a disabled member may receive mora than one-third of his final compensation, depending on how long
he has been employed by the City. This proposed change simply raises the minimum payment by the indicated percentages.
This change will have no effect upon future employes contribution requirements.

8. Amend the presant restrictions on disability pension peyments (o retirees who find new employment, - Affects all
present and future disability retirees, except Police & Fire personnel employed before 4/25/1947,

The Hetiresnent Systemn now provides for 2 reduction in pension payments when a disability retires earns enough
wages so that his esrnings and his pension exceed the salary of the job he held with the City, The proposed change would
still provide for a ;wwuxzim* reduction, but it would be S? 00 of disability pension for each 52.00 of excess wages and in na
event could the pession be reduced by more than 50%. This change will have no effect upon future employee contribution
requirements.

Other Proposad Changss
The Retirement Board has also recommended the following two additional changes in the Fetirement Systemn
which do not affect either the contributions or the benefits of the General Members or Safety Members and therefore
do not require their majority vote approval:

al to permit the remaining Special Class Safety Officers (Police & Fire personnel hired before 4/25/18471 who are
still employed to retire under the revised Safety Member provisions, if they so elect and agres to re-establish their
contributions to the amount required by the 1947 City Charter.

b) to adopt a separate retirement plan for the Mayor and the City Council, patterned after the State Legislator's
retirement plan.



CURRENT AND PROPOSED EMPLOYEE CONTRIBUTION RATES

The percent of salary that an employee contributes to the Retirement Systern depends upon his age at the time
he becomes a member of the System. The following partial schedule of current and proposed rates of contribution for
m:;tes is shown for comparison,

GENERAL MEMBERS

New Rates With New Rates Without
Current Rates Proposed Changes Changes in Benefits
% of Salary % of Salary % of Salary % of Salary % of Salary % of Salary
Age up to over up to ovef up to aver
At Entry $400/mo. $400/mo. $400/mo. $400/mao. $400/mao. $400/mo.
20 3.01% 4.52% 3.66% 5.48% 2.38% 357%
25 3.27 4.91 4.06 6.08 2.65 3.97
30 3.58 5.37 4,53 6.80 2.87 4.45
.35 3.83 5.80 5.08 7.62 3.33 5.00
40 4.33 6.50 570 B.57 3.78 5.64
45 4.79 7.18 6.43 89.65 4.24 6.36
50 5.29 7.84 7.25 10.687 4,78 7.19
55 5.87 8.80 8.18 12.26 5.42 8.13

For example, a male employes entering the System at age 35, and with a current sslary of $786 per month now
contributes 3.93% of 3400 {or $15.72), plus 5.90% of $486 (or $22.77), a total of $38.40 per month for present benefits.
His future monthly contributions if the proposed changes are approved would be $49.73, and his future monthly contri-
butions with no change in benefits would be $32.67.

SAFETY MEMBERS

Age at Mew Flate With New Rate Without
Enuy Current Rate Fropased Changes Changes in Benefits

20 7.08% 8.98% 5.772%

25 7.74 10.02 6,40

30 8.50 11.22 7.20

35 8.34 12.58 8.0

40 10.24 14.10 9.07

45 11.14 15.66 10.07

For example, s police patrobman entering the Sysitem at age 25 and with 2 current salary of $887 par month,
contributes 7.74% of $BB7, or $68.65 per month for present benefits, His monthly contributions with improved benefits
would be $88.88, and his future monthly contributions with no hangs in berefits would be $66.77.

(o]
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CITY EMPLOYEES' RETIREMENT SYSTEM

CITY OF SAN DIEGO
March 2k, 1970

From: Retirement Officer, Ralph W. Kausch
tor Police Chief, Fire Chief, and Aquatics Superintendent

Subject: Employee Election on Proposed Changes in Retirement Benefits.

Your assistance is respectfully requested in conducting the election by
eligible employees on proposed changes in retirement benefits.

E SF AP JPROE NG

Enclosed are sufficient ballots and related material for the employeses in
your organization who are General Members and/or Safety Members in the City Employes

Retirement System, and therefore eligible to vote in this election.

Please assign your payroll clerk or some other responsible person the task
of issuing onewhite ballot, coin envelope, and white return envelcpe to each of your
employees who are General Members, end one pink ballot, coin envelope, and pink re-
turn envelope to each of your employees who are Safety Members. This can be deter-
mined from your copy of tre latest payroll warrant-check register.

If the payroll record shows & retirement deduction, the employee is a mep-
ber of the Retirement System. Issue balloting materiesl sc explained below, based on
the retirement code pumber in ihe preceding column of the payroll.

Ballot Material to
Code Number Code Meaning be issued
1 General Members General Member - White
2 Police & Fire gafety Members Safety Member =~ Pink
3 Lifeguard Safety Members Safety Member - Pink
L Special Safety - 8% Contrib. Safety Member - Pink
5 Special Safety - 1% Contrib. IONE
6 Special Safesy - 2% Contrib. NOKE
7 Special Safety - u# Contrib. NONE
& Special Safety - “ﬁ Contrib. HOWE

It is requested that the employees’' names znd department be typed on the
return envelope hefore igsuing the balloting material, since many signatures are
difficult to identify. Plesse glso ensure that vobers sign their names on the re-

{._i
a\-.a #

turn envelope or the ballot will be voided,

Voting may co soon as you are prepared to distribute the enclosed
meterisl. Note the deadline of Friday, April 10, 1970 for the return of all ballots
to the City Clerk's Office.

Please contact me if you have apy questions or need any additiomal in-
formetion.

f'ﬁ"/‘/‘i/%‘é - // Jev gl a’/

£ N
Ralph W, Keusch, Secrestary
RWK/ s Retirement Board of Administration
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CITY EMPLOYEES' RETIREMENT SYSTEM

SAM DIEGO
GENERAL MEMBER OFFICIAL. BALLOT

{vota for one only)

i

[ P REROve of the adoption of an ordinance

to amend the City Employees® Retirement System
by both Incressing my retirement contributions and
affecting those changes to increase my benelits
which are described ag items numbered 1, 3, 4, 5,
&nd 6, in an Election Report from the Retirement
Board, dated Flebruary 27, 1970, and on file in the
City Clerk’s office as document 7730924,

I recognize that approval of 8 majority of the
members affected g necessary before Council may
adopt  these changes, but that such mejority

approval does not bipg the Council tg adopt such
changes.,

[ do not spmpye of an ordinance to amend
the Clty Employess' Hetiremant Sysiem by both
increasing my fetirement contributions apd affect-
ing those changes' ip my benefits gas they were
de;ctibeq ta me, a5 jtemg minmbered 1, 3, 4, 5, and
6, in an Election Report from the Retirement Bosard,
({E‘;.t&d! F‘ebmary 27, 1970 and on file in the City
Clerk's office 85 document #T30924.

 IMETRUCTIONS

i. Mark the belld with ap X in the box
Opposite your choice,

2. Fold the ballot apg geq) it in the small
coin envelope,

St i envelope containing the
love wddressed to the City Clerk.

FORE  phomakor

24 Lo the Clty Clerk.
Your baliot,

to do gq Wil vogg

Must be received in the Cliy

\ 70 Iater then 5:00 pm., April 10,
C A ordar 1o he

e bbb B N B,
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T coin envelops.

MMM‘“

7Y EMPLOYEES RETIREMENT SYSTEM ".\\é/_
: OF -
AN DIEGO
‘SﬁFETY MEMBER OFFICIAL BALLOT

{vote for one only]

D | { spprove of the adoption of 80 ordinence
to mmend -the. City"Employees" Retirement .
gystem DY, pffecting ~those changes {,i.n..“.'my‘f;/f/
penefits as they #esé*describ@d-to';mé “ga”
items numbered 2, .3, 4, 5. and- 6, in 80 o é
B

Electicn Report from the Retirement ‘Bosrd, - -

dgted Februsty 2 1970, =nd on file in-the |
City Clerg’s office 83 document £ §730824.

1 = RN

| ‘ 1 do nol Epprove of the sdoption of. anl

L orainance 1O amend the City Employees’

! getirement gystem by silecting those changes
j" in my benefite es they were gescribed to me.’
/ g5 items numbered %, 3. 4, 5, and 6, in &0
F Eiecﬁsnxﬂeport from the Retirement Boait,
dsted Februsly a7, 1§76, apd on file in the
City Cleik's office s document RIsHTeRs

~ INSTRUCTIONS =

Ay
1. wark the ballot with 50 ¥ in &b
opposite your choice..

Z Fold the balloh apd sesl it in ¢

the zmall envelope ‘__csﬂmiming the

(332 ~
e nod tothe City Cletk.

5, - Beal
- pellot inthe epvelope pidresse

a0 Be wme o write 'Pomr
sprce  provided T YOI B
envelope wddresned to B9 A
to do 8o will vold youE pallot.

%o fglloks  must  be received iz M
Clerk’s office no ister 5108 poan
1470, in order to be counted. ’
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ORDINANCE NUMBER O-_ 18392 (NEW SERTES)

spoprEp o AR 31 857

AN ORDINANCE AMENDING CHAPTER I, ARTICLE 4, OF THE SAN
DIEGO MUNICIPAL CODE BY AMENDING DIVISION 1 BY
AMENDING SECTION 24.0103, AMENDING AND RENUMBERING

SEOTION 24.0105 TO SECTION 24.0104; BY AMENDING DIVISION 2
BY AMENDING SECTIONS 24.02 24.0203; BY

01, 24.0202 AND Za.viuas; o*
RENUMBERING SECTION 24.0206.5 TO SECTION 24.5207; BY
RENUMBERING 24.0207 TO SECTION 24.0208; BY ADDING SECTION
24.0209, AND BY AMENDING SECTIONS 24.0219 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 SRCTION 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’ .
RETIREMENT SYSTEM. :

WHEREAS, on July 2, 1996, after meeting and conferring with the Police Officers

Association, Fire Fighters Local 145, Municipal Emp

0 - Association, and AFSCME, Local

127, the City Council approved a proposal to implement a miber of revisions to the Retirement -

Systerm;, and

T
EHIBIT 230
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WHEREAS, on November 5, 1996, the passage of PLOPOS ion D amended Clty Charter

ection 141 to permit the Retirement System to provide for health insurance to eligible retirees;

ang
WHEREAS, on February 6, 1997, a task force of the four labor organizations reached
_ agreem

1t with the C.Ly Maﬂaaemcm 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 health benefits to be provided by the Retirement

——— System-not-be-diminished by-any-change-in-HMO- health care_providers by the City, Or any new

or amended contract with an HMO health care provider or by conversion to a blended premium

the exclusive bargaining

WHEREAS, the four labor organizations and the City Management Tear have agreed

that any change will not be approved by the City Council until after the proposed change has

been reviewed by a qualified independent consu lia

nt, who is mutually selected and jointly
compensated by the City and the recognized labor organizations, who concludes that the

proposed changes will not affect the benefit in amy manner which mr ers the voting rights Of

active employees, unless this process is waived by mutual consent; and

WHEREAS, the four labor organizations and the City Management Team |

\greement on the specific provisions to be included in the Deferred Retirement Option Plan; and

WHEREAS, the City wishes to ensure that retirees are provided with appropriate health
benefits; and

2



WHEREAS, the best way to provide these benefits i through the Retirement System
'sing 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 limits are contained in Section 401(h) of the Inernal Revenue

Code: and

UTLIT TS o & . A I 1+ inpe of
WHEREAS, Section 401(h) prevents a transfer of undistributed earnings of the

nt System for paying health benefits; an

e

!

WHEREAS, Section 401(h) does not prevent undistributed earnings from being used in

—

the place of City contributions if an equal amount of City contributions are designated for health

benefits (known as the “bifurcated rate”); §
\\‘4

, N . . .
WHEREAS, if 2 bifurcated rate program is used, then the City and the Board agree the

net economic consaqhenc&s to the Retrement 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 law

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

L1

pay as you go” health pro

#

program will not be fully actuarially funded;

gram ar
[l

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

provisions of Chapter 11, Article 4 of the San Diego Municipal Code related (o the following:

D

[\

o]

-3



service retirement and disability retirement formulae,

ne establishment of a post retirernent health benefit to be administered by the City Employees

Retirement System and establishment of a $600 annual benefit for pre-1980 retirees who are not

. . o LO et r
ligible for retiree health insurance, elimination of the remartiage penalty, modificaion ot the

one-year marTiage requirement to establish eligibility as a surviving spouse, and purchase.of

service credil; and

WHEREAS, on February 18, 1997, Ordinance No. 0-07-86 was introduced by adding

Division 14 to Chapter 11, Article 4 of the San Diego Municipal Code establishing 2 Deferred

Retirement Option Plan; and

WHEREAS, Lhe City Council ordered all interested parties to move expeditiously toward
completing the outstanding contingencies in ved in Ordmzmces and 97-86; and
W EEEPE.A-S, it is recommended a third ¢

ird *rdma ice be introduced (0-97- 88) o “clean up”

and technically amend language to assure that the pr ovisions meet with and satisfy all applicable

state and federal requirements; and

< - N . . . R :. . "
WHEREAS, all employees of the Unified Port District (the “District”), except for Harbor

Police Officers, participate in the Retirement System a3 General Members, md& 3 Retiremerit

g = on file wi e City C ) e
Agreement dated February 11, 1964 (the Agreement”), on file with the City Clerk as Document

¥ - . i ) it s AEEes ofF the San
No. 667149, as amended by a First Amendment to the Agresment, on file in the OTHCE of the 5a

i

Diego City Clerk as Document No. 27 76991 and

WHEREAS, the changes to the Retirement System described in 0-97-75 and

97-3

- T " ",{w.'wﬁc
6 (collectively, the “Manager’'s Proposal™) would automat] jeally afiect the District’s

Members unless otherwise provided by the Municipal Code or Agreement; and

elimination of the disability income offset,



WHEREAS, the Agreement needs to be amended because the District will not be
. N . s 1 Y » ~aals -
participating in all of the benefits recommended in the Manager's Proposal; and

e , - R e o mewy apreement where the
WHEREAS, the District and City intended to enter into a new agreeim nt wher ‘

Board would administer District benefits as set forth in a separate plan document rach;r than the

-

e , e t vor “within the time line for
Municipal Code but there was not enough time to do the wo.‘.k necessary within th

the Manager's Proposal; and
o 9 Y

WHERFEAS, in the interim, the District proposed & Second Amendment to the Agreement

" 'Second Amendment to Agreement”) which sets {orth those beneﬂts 10 be offered Dlstrlct

employees as a result of the Manauer s Proposal; and '
WHERFEAS, the Second Amendment to Agreement, attached t};‘;\%esomtiqn No.
R-288414, is incorporated by rﬂiere nce herein; and |
WHEREAS, Ordinances 97-75 and 97-86 w fe

counsel, tax cr,n_msr:»l and plan consultant to the Retirement System comple eting reviews Of the

v

ordinance language implementing these benefit changes; and

VHEREAS . outside fiduciary counsel, tax couns sel and plan consultant to the Retirement
, f

: . 75 and 0-97-86) as well as -
System have reviewed and approved the previous ordinances (0-97-75 and 0-97-86) 1l

-anup ordinance (0-97-88); and

i y Fied

WHEREAS, the Ord inance 97-88 does not introduce any changes to the agreements

reached with the labor organizations; and

e ' iy armend the Sar Aunicipal Code to
WHEREAS, it is now necessary and proper o amnend  the San Diego Municipal Co

o ; Ce 0123873 (0-97-80 and
ﬂf’t? the changes to the benefits under the Retiremel nt System sel fortl Win 0-18383, 0-97-86 an

this Cleanup ordinance (0-97-88); and

PAGE

o

OF 45

[Ny

1



WHEREAS, in accordance with Section 143.1 of the Charwer for The City of San Diego;

i1 13,1997, on the-changes (o the -

the active membership will vote on April 4, 1997, through Apt

Petirement System set fortn in 0-18383, 0-97-86 and this Cleanup ardinance; and

WHEREAS, the benefit improvements set forth in 0-18383, 0-97;86 and this Cleanup

less approved by the active members of the City

ordinance shall not become effective un,

Employees’ Retirement System, N OW, THEREFORE,

P ~ £ yrres
Diego, as follows:

BE IT ORDAINED, by the Council of The City of Sdn

S ection-1--That ChapterII*;wAIticle@rD'wision

and the same Is hereby amended by amending Section 24.0103, 10 read as follo‘ws‘:

e

« s

SEC. 24.0103 Definitions '
: N
. N

Unless otherwise stated, for purposes of this Article:

* Accumulated Additional Contributions” means the sum of additional

contributions standing to the credit of 2 Member's individual account and interest
thereon.

" Accumulated Contributions” means Accumulated Normal Contributions

plus any Accurnulated Additional Contributions standing to the credit of a
Member's account.

* Accumulated Normal Contributions " means the sumn of all normal

tividual account and interest

contributions standing to the credit of a Member's ind

thereon.

PAGE 6 OF 45-
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" Actuarial Equivalent” means a benefit of equal value when computed

upon the basis of the morality, interest and other tables adopted by the Board fot

this purpose.

" Actuary” means the actuary regularly employed on a full or part-time

basis by the Board.

" Annuity” means payment for life derived from contributions mads by a

Member
o "Beneficiary” means any petson in receipt of apension, annuity,
retirement allowance, death benefit, or dny other penefit authorized by this .
, _ N
Article. LN
\\
"Board” means the Board of Administration for the City Employees’

Retirement System. .

“City sponsored health insurance plan” means a group health insurance

Jlan, selected by and in contractual privity with The City of San Diego, made

ally

available to Health Eligible Retirees.

“Compensation” means the remuneration paid in cash out of city funds

™

The City of Sai Diego, plus the monetary value as

cantrolled by the Council of

determined by the Board of board, lodging fuel laundry and other advantages
) 1 [om) jiml] 3 E

furnished to an employee in payment for the employee's services.

"Cornpensation Earnable” by a Member means the base compensation a3

determined by the Board for the period ul

rade or class of

normal number of days ordinarily worked by persons in the same g

_PAGE 7T OF 4

L



positions during the period and at the same Tate of pay. The computation for any

absence shall be based on the compensation of the position held by such employee

at the beginning of the absence.

"Continuous Service” means service of an eligible Member deemed to be

o Section 24.1005 of this Code. "Continuous

~
i

of a continuous nature pursuat

-
-

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

(AL

rir
Awidd

“Cost of Living Annuity” means an amount 1o be added to the ret

ant
EM

" allowance of a Member or Officer, calcul ated by computing the actuarial

equivalent of the accumulated contributions in the cost of living annuity account

s

of the Member or Officer at the time of the retirement of the Member or Officer.

"Creditable Service” for purposes of qualification for benefits and

retirement allowances under this System means service rendered for

lected) of the

o

compensation as an employee or officer (ernployed, appointed or

\ile he or she is receiving compensation

P A .
City or a contracting agency, and onl

from the City or contracting agency, and is a Member of and contributing to this

Systern pursuarnt to appropriate provisions of this Article. Except as provided in

Chapter 11, Article 4, Division 13, for which repurchase of credits may be .

permissible, time during which a Member is absent from City service without

compensation 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 aliernative method

of benefit accrual descrived in Division 14.

-PAGE 8 OF 43-
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"Final Compensation” for General Members and Legislative Officers

means the Compensation Earnable based on the highest one-year period for those

Members ‘

and Officers who are on the active payroll of The City of San Diego on

-3

or afer June 30, 1989, and who retire on of after July 1, 1989. The Board shall

adjust contribution rates for high one-year General Member and Legislative

Officer eligibles as may be necessary and required upon advice of the Actuary,

om 2nd after December 30, 19383,

"Final _Compensation” for Safety Members means the Cormpensation

Earnable based on the highest one-year petiod, for those Safet)/ Members who are

N

on the active payroll of The City of San Diego on or after January 1, 1988, and

who retire on or after July 1, 1988, The Bo: rd shall adj

high

o3
1151

advice of the Actuary, from and after January 1, 19886.

"General Member" is any Member not otherwise classified as a Safety

Member or Legxs‘atw Officer

“Health Eligible Retiree” means any retired General Member, Safety

Member, or Legisiative Officer who (1) was on the active payroll of The City of

San Diego on or after Octobe

and (3) is eligible for and is receiving a retirement allowance from the Redrement

System.

Investment Earnings Receive

ed” means all interest received (net ol

interest purchased) on noes, ponds, mortgages, short-lerm money I ark

el

.t 5, 1980, and (2) retires on o1 after October 6, 1980,

2171



instruments, and savings accounts; cash dividends r@_c;‘i*ﬁed on stock investments;
and all realized gains and losses from the sale, trade, ot conversion of any
investments of the Retirement System.

"Legislative Officers” means the Mayor and/or members of the City
Council-.

"Mermber” means any person who actively participates in and contributes
to the Retirement Systexﬁ, and who is thereafter entitled, when eligible, to receive
benefits therefrom. There are two classes of Members: General and Safety.

"Normal Contributions” means camribut;iéns by a Member at the normal

rates of contribution, but does not include additional contributions by a Member.

"Prior Service” means service prior to Ja anuary 1, 1927.
“Qualified Retiree” means those retirees eligl ible to receive the annual
supplemental benefit set ‘fonh in D*vzsmn 4.

"Retirement Fund® means the trust fund creared by the Clty Charter in

v

"Retirement ?\mem or "this Syst&m means the City Employees

Retirement System as ereated by this Article, and the "1981 Pension System”

R

" . R o oy I
means the Employezes Retirement System ag created by Chapter 1L, ATUCie %,

Division 11.
"Safety Member” means any person who is either a sworn officer of (he ,
Police Department of The City of San Diego emplo

sember of the Fire Deparunent of The City of San Diego employed

=N
o
)
4]
o
—

O

)
D



sincs July 1, 1946, or a full-time employed lifeguard of The City of San Diego, or

a full-time police officer of the Unified Port District who is a peace officer under

Penal Lodp section 830.1(a); provided, however

that police cadets, persons SWOT R

for limited purposes only, and all other mernbers of the Police and Fire

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

purpose of this Article.

arnings Reserve” shall mean the balance remaining in the

account to which the earnings to the fund are credited, after the annual distribution

to the employee and employcr reserve accounts in accordance with interest

;assumption rates esmbhshed by the Board, pms accurnulated earnings which have

not been so diswibuted.

(/'!
)

s - e
Section 2. 1 <

e 4, Division 1, of the San Diego Municipal

Code be and the same is hereby amended by amending and renumbering Section 24.0105

to Seotion 24.0104, to read as follows:

SEC. 24.0104 Membership
a.and b (Mo change in text.]

ihe 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 provided in Section 24,1304, Salaried employees

in the classified service including those working one-l alf (0A) or three-quarter €

time are eligible for and shall become memuers of the Retiremet System.

Retirement benefits shall accrue to the above elizible members in the same
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proportion to full benefits as their service relates to the sarv of a full-time

member.

d.and e. [Mo change in text.)

Section 3. That Chapter 11, Article 4, Division 2, of the San Diego Municipal Code be

and the same is hereby amended by amending Section 24.0201, to read as follows:
SEC. 24.0201 Contribution of General Members
For General Memb rs, the Board shall provide:

L. [No change in text.]

2. The normal rates of contribution for each Member, except Safety

Member shall bé such as will provide an average Annuity at age 574 equal to

1/120th of the Member's Final Compensation, according to o the tables adopted by

the Board for each vear of service rendered after entering the Systerm
- 4 g ng y
3. An employes who is granted a special leave of absence without

pay in order to serve as the duly elected Apresident of a recognized employee Jabor

“organization, shall be permitted, if he or

contributions during the period of presidential le

-

e in an amount prescribed in

"accordance with Section 24.1307.

I
Section 4. That Chapter 11, Article 4, Division 2, of the San Diego Municipal

Code be and the same is here by amended by amending Section 24.0202

follows:




PR

SEC. 24.0202 Adoption of General Member Contribution Rates

The Board, b:.S“d upon the advice of the Actuary, shall pt:{\uu\CaHj adopt

the rate of contribution of each General Member according to age at the time of

entry into the Retirement System, said rates 0 be contained in-the Operating

Tables furnished to the Board by the Systern's Actuary.

Section 5. That Chapter 11, ‘Articie 4, £ the San Diego Municipal Code be

and the same is hereby amended by amending Section 24.0203, to read as fol}ows:'

SEC. 24,0203 Maximum dnd Minimum Ratts for General Members

The normal rate of contribution established for age 57 is the rate for any

member other than a safety member who has atial ined a preater age before

)
=
=
I
b3
]
juoss
0]
o
Q

entrance into the Retiremﬁnt System, and that estab ished for age 20

any member who enters the Retirement Systern at a lesser age.

Yivision 2, of the San Diego Municipal Code be

~]
jonag
1
-
™y
o
o)
g=]
T
%]
-1
o
et
Z
e}
e
¢
E
l—-é

Section 6.

and the sare is hereby amended by renumbering Section 24.0206.5 to Section 24.0207, to read

as follows:

 SEC. 24.0207 Termination of Pepefits - General Wiember

(Mo change in text.]

ision 2, of the San Diego Municipal Code be

Section 7. That Chapter [f, Article 4, Divist
and the same is het reby amended by repumbering Stuxm’)d 0207 to Section 74 0208, to read as

-

LPAGE 13 OF 40- _
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SEC. 24.0208 Auditor and Comp

iroller to Withhold Monies Owing City-General
Members

toa

[No change in text.]

Section 8. That Chapter 11, 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. 24.0200 Aunuity, Actuarial Equivalent of Genpe

mivaient U1

ral members’
Accumulated Contributions

The actual amount of annuity receivable by a General Member upon

tirement shall be the actuarial equivalent of the General Member accumulated

contributions.

Section 9. That Chapter 11, Article 4, Division 2, of the San Diego Municipal Code be and

ng and 1 numbering Section 24.07211 to Section 24,0210,

s

orade of Benefits - General Members

Fffec‘uve July 1, 1991, any Genefal Member who was enrolled and

participating in the 1981 Pension Plan between September 3, 198’7 and June 30,

11989, shall receive the same level of benefits provided to General Members in

CERS, except as provided in Section 24.0501(0).
Section 10. That Chapter 11, Article 4, Division 3, of the San D
and the same is hereby amended by amending 24

P N SIS B I T A - Iy
ections 24.0301 and 24.0302, to read as {0

Cbl_/

Zfi 0301 Contributions of Safety IMembers
For Safery Members, the Board

shall provide:

L. [No change in text] '

!



2.

The normal rates of contribution for each Safety Member shall be

such as will provide an average Annuity at 2g¢ 50 equal to 1/100th of his Final

Compensation, according o the tables adopte

service rendered after entering the Systern.

(o8
>
]

granted a
pay in order to serve as the duly elected presi
organization, shall be permimd, if he or she

¢ontributions during the period of preéidential. leave in an amount prescribed in

accordance with Section 24.1307.

The Board, based upon the advice of

the rate of cont

entry into the Retirement System, sald rates to

Tables furnishe

snea

N
L

fote

he Poard !

Section 11, That Chapter 11, Article 4, Division 3, of the San Diego Municipal C

and the same is hereby amended by adding Section 2

YT -y . .
SEC. 24.0309 Annuity, Actuara

Accumulated Contributions
The actual amount of annuity receivab

ret

uarial equivalent of

fributions.

Fibution of each Safety Member acce yrding to age at

d by the Board for each year of

special leave of absence without

sident of a recognized employee labor

ppmbe

o elects, to continue making

1
( 3

X SEC. 24.0302 Adoption of Safety Member Contribution Rates

»} a Aty

\e Actuary, shall periodically adopt

the time of

be contained in the Operating

by the Syst m’'s Actuary.

4, ij to ead as follows:

! 'Equivaiem of Safety Members’

e by a Safety Member upon

e Safety Mermnber accurnulated

_-PAGE 15 OF 45-
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Section 12. That Chapter 11, ‘Article 4, Division 4, Oi the San Dl@EO Municipal
Code be and the same is hereby amended by amending Sections 24. 0407 24.0403 and
24,0404, to read as follows:

SEC. 24,0402 Retirement Allowance — Generél Member

2. The Board shall provide that upon retirement for secvice, a General
Member, is entitled to receive 2 retirernent allowance which shall consist ot
(1) A service retirement annuity.
(2) A current service pfension.

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

Ao d The unrnodified service retirement allowance is calculated by

N oo
multiplying a General Member's years s of creditable service by the fe“"mﬁm
percentage set { Cal

orth in Table 1 of Section-24.0402, by the General Member’s

pro-rated to reflect quarterly increments 0 the General Member's attained age.

Final Compensation. The factors set forth in Table 1 of Section 24.0402 shall be



Table 1 of Section 24.0402

RETIREMENT CALCULATION Fa CTOR

GENERAL MEMBER

‘ pvse—— T pesam—

| Retirement Age l Unmodified Factor® |
. ) Ffoct

X . | mffective L9 E

\

. R
wy n w
- o L
ORI i
. o -
8 (@] O
PSR W

Ve
LU
O

h
[aw] .

[
o

64

£ . . wyr M
Unmodified Factor utiized to caleulate

the maximum service retic
N ;
Retirement allowances are actua

rially redoced if Wember elects any
settlements pursuant to Division G of thi

5 Chapter.

SEC. 24.0403 Retirement Allowances — Safety Member

%

|

2.55% o

ernent allowance.

et losra) ratiremant
OpLIGTA TELLRLRR

a. “The Board shall provide that upon retirernent from service a S
Wember is endtled 1o receive a retirement allowance which sl

1. and 2. No change in text.]

-PAGE 17 OF 45-
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b. and c. [No change in text.]

d.

Subject only to the retirement allowance cap described in Section

4.0403(e), the unmodified service retirement allowance is calculated by

multiplying a Safety Member's years of creditable service by the retirement

rth in Table 1 of Section 24.0403 by the Safety Member's Final

- Compensation. The factors sel forth in Table 1 of Section 24 0403 shall be pro-

rated to reflect quarterly increments in the Safety Member's attained age.

E. The unmodified service retirement allowance for a Safety Member

shall not exceed 90% of Final Compensation except as provided in Sections ‘

; 24 .0403(D), 24.0403 (g)",}a\nd 24.0403(h).
_ N to

f. If the unmodified service retirement allowance of a Safety Member

would have exceeded 90% of Final Compensation using the Re etirement

Cal_culation_Facmrs in effect on December 31, 1996, as shown. in Table 1 of

, that Safety Member may elect to continue to accrue benefits

under that Table and not be subject to the 90 % retirement allowance cap set forth

in Section 24.0403(e). A Safety Member malking such election shall

jen]
Q
v
o
o

required to pay any additional contributions as rec

ommended by the actuary
lated to the increase in bene fits effective January 1, 1997.
B 1F the unmodified service retirement allowance of 2 Safery Member

would have exceeded 90% of Final Compensation using the Retirement

Calculation Factors in effect on De

h

miber 31, 19% as shown in MDK

ction 24.0403, that Safety Member may elect Lo accrue benefits as shown in the

PM 18 OF 45+
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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),

Not be eligible to participate in DROP pursuant to Division

14.

(3)  Retire.no later than Julb

h. If the unmodified service retirernent allowance of a Safety Member

. exceeds 9C 1% of Final CO{HTJBHS&HOM using the Retirement Calculation Factors in

effect on January 1, 1997, as shoh Tab‘e 1 of Secnon 24.04073 on a date after

\

,bu[bemm April 1, 1997, th tSafety Membe f:s.._ acerue

January 1, 1997

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.




Table 1 of Section 24.0403

T
[ 3

RETIREMENT CALCULATION FA CTOR

LIFEGUARDS

\T Retirement

Unmodified Factor®

M

Uninodified Factor™

|
| A | Etrective 1231096 | Effective 1/1/97
\1. 500 \ 2.00% % 2.20% \
“T - sl | 2.10% \ 2.32% i
52 \ 2.20% k 2.44% J
550 | 2.34% \ 2.57%
R 2a1% | 2.712%
I T 2.77%

% T Yo
Unmodified Factor util

Retirement allowances are actuarially reduced if Mex

settlements pursuant to Division 6 of this Chapter.

[l et

sher elects any orhnnm refirement

Yzed {0 caleniate the maximum service retirement allowance. -

LN

o
oo



RETIREMENT CALCULATION FACTOR

FIRE AND POLICE

\ Retirement Unmodified Factor® Unmodified ".Factor*E l
\ Age Effective 12/31/96 Effective 1/1/97

‘ ‘\1 Police | Fire \1\\ |
| s | 2som | 220% o 2.50%
L 2m% | 2.60%

\ 52 l 2.58% i 2.44% ! 2.70%
I | 2573 | 2.80%

| 54 | 2e6% | 2mm | 2.90%

s | zmm | amw | N 299%9%

\ 56+ %‘ 2.77% ‘ 277% T 2.9995%

- Unmodified Fac

Cu L el

tor utilized to cal ‘”L‘ﬂta the maximnum service retirement allowance.
Retirement allowances are actuarially reduced if Member elects any optional retirement
settlements pursuant to Division 6 of this Cnaptpr

SEC. 24.0404 Annual Supplemental Benefit — Qualificatio
Determination

he pmpose and intent of this section is to provide necessary guidelines

¢

henefiis @Pt for th in Section

receive such benefit and (b) establishing a method iQf determining the amount of
the annual supplemental benefit.

A (Mo change in ext.]
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B. For the purpose of determining the amopat of the supplementzl

benefit payment to Qualified Retirees, the following process shall apply

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

4, The total sum of qualified creditble years shall then be

urplus Undistributed Farnings designated for

distribution by the Board pursuant to Section 24.0907 of this Code t0

arrive at a per annum dollar value for each creditable year, yrovided
¥

however, that in no event shall the per annum dollar value exceed $30

(thirty dollars) except for those General Members who retired berween

jRena

.

January 8, 1932 and June 30 1985, who shall be entitled Ed‘a\per annum

value not to @xcéed $45 (forty~ﬁve dollars).

Notwithstanding the preceding paragraph, af effective Fiscal

Year 1997, qualified retirees who retired on of pefore October 6, 1980, but

fad
L

after Decembe

-1

31, 1971, will receive -WCC ) (sixty dollars) per year of

service md quahf;ed retirees who retired on or before Decernber 3 31,1971

will receive $75 (seventy-five dollars) per year of service.
5. through 7. [No change in text.]
("1

C. [No change in text.]

Section 13. That Chapter 11, Article 4, Division 5, of the San Diego Municipal

Code be and the same is hereby amended h; amending Sections 24,0571, to read as

{ollows:
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SEC. 24.0521 Surviving Spouse—Contribution Rates ghd Benefits
Erom and afier July 1, 1973, every Membet; shall, in addition o Normal

unt equal 1o @ percentage of

Contributions, make survivor Contruuuons in an amo

the Normal Contributions as set forth below:

Surviver Contributions
Membership as Percentage of
Classification Normal Contributions
9.98%

General Members

Safety Members 11.76%
Such survivor contributions, together with interest thereon, shall be pa‘dd o]
the Member or his or her beneficiary in the event the Normal Contributions age so i
. t N R

paid under Se,c:tions 24,0206, 24.0306, and 24.6703.

Upon the death of any Member who retires for service or ¢ disability after

the effective date of this section, his or her surviving spouse chall receive, on
50% of the decedent's

July 1, 1573 and thereafier, a monthly allowance equa al to 50% of the

monthly retirement allowance ift

3

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

of ed Member was not

(3) the monthly retiremnent allowance of

modified in accordance with Optional Settlement 1, 72,3, ot 4 provided by this

T
he deceas

¥
LHC e

Systern,
Mo benefits will be paid under this section if there is a surviving spouse
od receives the special death benefit ot modified special death

P

who (jf}"“‘{ s fora

benefits provided by this System

PAGE 23 OF 45-
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Upon \t‘ne retirement of 2 Member for servics‘o{ disability having no
spouse at the time of retirement who is eligible for benefits under this section the
Member shall have the option of having refunded to him or her in lurp sum the
Acﬁumulétcd Contributions irxcmding interest made pursuant to this section, ot of

3

having these contributions treated as voluntary additional contributions made to

provide a larger Annuity benefit.

- . . ey - . v "_ 5 TV e FaPE -
Section 14. That Chapter I, Article 4, Division 9, of the San Diego Municipal Code be

and the same is hereby amended by amending Section 24.0532, to read as follows:

SEC. 24.0532Cost of Living Adjustment Program Shared Between Employer aﬂd

®
Members .
. ®
. e - . . . ittt te bacmrd
The cost of any anticipated cost of living increase n allowances which is based
1 .
upon services rendered after July 1, 1971, shall be shared equally between the a‘mpioyer

and the contributing Member, with the in

or her age at his or her nearest birthday at time of entrance into the Retirement System.

Commencing July 1, 1971, and until adjusted by the Board upon the

recommendation of th

(9

. Actuary, the contribution requirements of Members as contained

in Sections 24.0202 and 24.0302, respectively, plus surviving spouse contriputions as

contained in Section 24,0521, shall be increased by 15%. In addition, the coniribution

requiremeiit for those Members specified therein who are active Members on or 2

June 30, 1985, shall be increased by 20%. These "cost of living contributions” will be
25, shall be sed : g ‘

separately totaled upon the retirement of Members after July 1, 1971,

L ' -PAGE 24 OF 45-
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Section 15, That Chapter 11, Article 4, Division 6, of the San Diego Municipal Code be

and the same is hereby amended by amending Section 24,0608, to read as follows:

SEC. 24.0608 Social Security Integrated Option

Al members of the City Employees’ Retirement Syster who, on and after -

the integration date are entitled to Social Security benefits, shall have an option as

follows:
Upon receipt of evidence furnished by the eligible member that said

member Will be entitled to Social Security benefits at age 65, the said eligible

member upon retiremeni may request and the Board shall grant a modified

retireme taliowanca which will be the actuarial equivalent of the unmodified N
’ .,

retirement allowance; such retirement allowance shall be so modified as ©

provide a greater monthly payment before the first of the month in which the

mermber attains the age-of 65 and a lesser monthly payment commencing on such

date; such greater monthly payment shall equal the su

!
f}

payment plus the estimated individual’s Old Age Insurance Benefits which will be

ayable. This modified allowance may be further modified on an actuarial basis

605, 24.0606

in accordance with the provisions Of Sections 24.0603, 24.0604, 24. 0

or 24 .0607.

For officers and employees of The City of San Die o hired prior to

January 1, 1982, the above provisions shall : apply for th at period of Social

Security coverage priotr 10 January 119982, Subsequent to the wi ithdrawal date




(December 31, 1981), all provisions for social security integration shall be

'

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

Section 16. That Chapter I‘I, Aﬁide 4, Division 7, of the San Diego Municipal Code be
eby amended by adding Section 24.0715, to read as follows: -
SEC. 24.0715 Continued Health Coverage

Any surviving spouse eligible for Qea‘th benefits pursuant (o Sections 24.0703,

24.0706, 24.0709, 24.0710, 24.0710.1, 24.0710.2 and 24.0710.3 shall be entitled to

. S A4 H i B s R Qs [oX~
continued health coverage as provided in California Tabor Code Section 4856.
Section 17. That Chapter 11, Article 4, Division 9, of the San Diego Municipal Code be
and the same is hereby amended by amending Section 24.0507, to read as.foﬂows:

SEC. 24.0907 Surplus Undistributed Earnings

' M b h £
a. Surplus Undistributed Earnings shall be comprised of Investment
Earnings Received for the previous fiscal year, less:
o s s .y ~ [ﬁ
88 An amount sufficient to credit interest to the conibution accounts

of the Members, City and the Unified Port District at an interest rate determined -

. . i O 3 Teyied
by the Board and distributed in accordance with Section 24.0905 and reiated
Board rules: and

() Anamount sufficient to meet the budgeted expenses and costs of

3 . G p ' . S I - . AT R ti
operating the System including all persomnel and services 1ot the fiscal year; anc

Corrected copy

l/‘-
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(3)  Anamount necessary to maintain such reservés as the
Board deems appropriate on advice of its investment counselor and/or Actuary;
and
{4) An axlnount suff mt \o credit the Unified Port District (*UPD™)
with a proportional share of Surplus Undist ibuted Earnings as
Section.
(5)  Anamount, (thé Division 12 amoum”), appropriate to provide

health benefits to Health Eligible and Non Health Eligible Reme&s as prowded in

Division 12 for the next fiscal year provided:

e next

{a) - in | the next fiscal year, the City contributes to the
401(hy Fund no less than an equal amount which is cii,esignated to
be used for retiree health benefits to be paid or reimbursed in the
next fiscal year; and,

) i the extent the City makes a contribution to the
401(h) Fund for the next ﬂsc.ai'yeaf, the Di?ision 12 amouqt srhaﬂ be
treated as a portior; of normal employer contributions paid to the
Petirement System when the City so d«:,oxg,mm in accordance W
Section 24.1203(0)(5).
(6) An amount sufficient to provide necessary funds to pay an

annual supplemental benefit to qualified retirees, pursuant 0 the pravisions and

conditions set forth in Section 24.0404. 1f, at the time of the annual
determination, the amount provided for the supplemen yal benefits is less than

Corrected copy



$100,000, no supplemental benefits will be paid in that fiscal year and the monies

R
[

will be placed in a special reserve and be carried for;_vard 10 ensuing years until
such time as the amount to be provided for this benefit from ensuing Surp}us
Undistributed Earnings and the special reserve is $100,000 or more.

b. d At the beginning of each fiscal year, th Board shall credit all
Surplus Undistributed Earnings to'the Reserve for Employer Contributions, for

the sole and exclusive purpose of reducing Retirement System liability

Co For the purpose of distributing annual supplemental benefits O

AT 1 the same is |

qualified retirees, Investment Earnings Received shall be determined on a cash
basis, except that Investment Earnings Received shall be increased or decreased
by the amount of the annual amortization of purchase discounts or premiums on

interest-bearing investments earned i accordance w

........ With g@uw“}.

&<‘

y accepted

accounting principles for financial reporting pm‘poses‘ Nop subsequent changes in .'

the method of accounting for the Retirement Systexﬁ shall affegt the determination

of Investment Earnings Received. Surplus Undistributed Earnings shall be

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

City's independent public accéuntant.

Section 18. That Chapter I, Article 4, Division 12, of the San Diego Municipal Code be
e is hereby amended by repealing Division 12.

Section 19, ’fl'-“‘nat Chapter I, Article

4. Division 12, of the San D yiego Municipal | Code be

: St e - SA U o%:
hereby amende d by reenacting and adding Sections 74,1201, 241202 24 12073,

N 5

41204

204, to read as follows:

“PAGE 28 OF 45- Corrected oPY
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DIVISION 12
Post Retirement Health Benefits
SEC. 24,1201 Eligible Retirees
(a)  Effective August 1, 1997, two separate post retirement health
benefits shall be offered, one to Health Eligible Retirees and the other to Non
Health Eligible Retirees as set forth in this Division. A Health Eligib\e Retiree is-

any General Member, Safety Member or Legislative Officer who: (1) was on the

~active payroll of The City of San Di'ego on or after October 5, 1980, and (2)

etires on or after Ocwober 6, 1980, and (3) is eligible for and is receiving a

retirement allowance from the Retirement System. A Non Health Eligible Retiree

i
i:
~<
[}
¢
58
(=8
=
v
]
=
=
o
P
f—
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b
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o

ired or termmated employment as a vested member from
5, 1980; and (2) is eligible for and is

receiving a ret'uement allowance from thé Retirement System.

(b)  Health Eligible Retirees who retired on or after July 1, 1992 under

=
(¢

shiding scalé " benefit in existence at the time of their retirement shal

ehns RS : o o o .
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
(a) 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,
PAGE 29 OF 45- Correctad copy



()  Health Eligible Retirees shall be entitled [0 participate in and
obtain health coverage under any currentdy availab‘}e City sponsored health
insurance p‘xa:n or any other health insurance plan of their choice and have their
pramimps paid or reimbursed in accordance with the limitations set forth in this
Division. ’

(¢)  Regardless of the health insurance plan selected, payment or
reimbursement 1o a Health Eligible Retiree shall not exceed .thlc lower of (1) the

cost of the Medicare eligible or Non-Medicare eligible retiree-only premium for

the highest cost Health Maintenance Organization (HMO) plan which is a City

sponsored health insurance plan, or (2) the actual premium cost incurred by or for

éntitled to reimbursement of the cost of the part B supplemental medical expense

premiurm,

() A Health Eligible Retiree who, on January i, 1997, was enrolled

e
sl

N

.

and who remains condnuously énrolled in any Preferred Provider Orgamzation

(PPO), shall not be subject to the |

limitation set

,V
C

=y
£

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

- available to Health Eligible Retirees.
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SEC. 24.1203401(h) Fund Established .

(a) All post retirement health benefit payments pursuant t0 this
Division shall comply with all applicable Federal laws, including Section 401(h)

of the Tniernal Revenue Code (“Code™). To the extent there may be a conflict

401(h) of the Code or regulations

issued thereunder, the nd regulations shall govern.

B

(b)  401(h) Fund - Compliance with Applicable Provisions of the Cod
: . r
nt to this Division shall e paid

| (1 Al health benefits pursua

' solely from the 401(h) Fund established pursuant io Code Section 401(h)

and any regulations issued thereunder.

rd

s

(2) No health benefits provided under the 4

discriminate in favor of bighly compensated employees.

3) The 401(h) Fund shall be a separate account solely for

4 and maintained by the

Board to reflect the amounts cofitributed for the payment of post

retirement health benefits. This account shall be for record k eping
purposes only. Ammounts credited to the 401(h) Fund may pe invested with:
other Retirement Sysiem funds set aside for retirement purposes, without

identification of which investments are allocable to each account.

However, earnings on €ach accouil shall be allocated to each in 2

e maninél.

cCopy
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(4)  Contributions to the 401(h) Fund shall be made by the City
solely 1o pay and make reimbursement for health benefits for retirees
eligible for health benefits. Coniributions shall be reasonable,
ascertainable, necessary and appropriate. Contibutions shall not exceed
the amounts that, under the Code, would violate the rule that requires
health benefits to be sgb@rdinata to the rétirem&nt benefits.

(5) The City must; at the time it makes a contribution to the

401(h) Fund, designate in WTiting to the Board that polrtion of the

Cérluibution allocable to the 401(h) Fund to be used solely for health

benefits.
{6) Prior o the satisfaction of all liabilities under the
T 71
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 benefits, except that, amnounts credited o the 4010\) Fund may be

: ) L )
- .used to pay for necessary and appropriate administrative expenses related

I 4

to post retirement health benefits.

(7 Any amounts contributed to the 401(h) Fund and which

“remain in the 401(h) Fund after the satisfaction of all liabilities for health

I vt ks Barire fOr
benefits (including but not fimited to benefits payable 1 the Tutits A5

I3

Yot > . e O The Mty of srovide
existing members) shall be returned to the City. The City shall pro de

benefits 1o affected members and retirees of the Retirement oystem

equivalent to any amount $0 returned.



{3) This section does not require separate accounts for key

employees because no member of the Retirement System is a key

employee under the definitions of the Caode.

(9)  Assets atrributable to any forfeiwres of benefits payable

under the 401(h) Fund shall be used to reduce the City’s contributions 1o

pay for health benefits prdvided under the 401(h) Fund.

(c)  The Board may adopt such rules and regulations pursuant to

Section 24.0901 as necessary or appropriate to carry out the.requirements of this

Division.

®

SEC, 24.1204 Funding
AN .

~N -t
Post retirerment health benefits described in this Division shall be paid

from the following sources of funds in descending

appropriate to provide the benefits set forth in this Division:

(&) from the 401(h) Fund, to the extent of monies therein; and, if
necessary,
15 available to The

(b) . by the City, directly, from any.source of funds av

Section 20. That Chaper 11, Article 4, Division 13; of the San Diego

Municipal Code be and the same is hereby amended by amending Sections

24 1304 and 24.1307, 1o read as follows:

PAG

=

i
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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 position
that was less than full-time or was otherwise not eligible for membership, may

purchase full-time service ceedit for the period of time he ot she rendered part-

o
—
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=

membership.

No employee shall be eligible 10 purchase service credit under this

Section for periods of employment after January 1, 1997.
SEC. 24.1307?@&155(3 of Approved Leaves of’Absance

(a) Nob;'ithstanding the definition of Creditable Service in Section
24 0103 any Mz;%xber gfamr:d an approved leave of absence shall have the right,
upon his or her return to Cxty service, and upon reguest by the Memb{tri to obtain.
service credit for a period of up to one year Df such absence by paying into the
Retirement System an amount de termmed by the Board to be the valc:m: of the
. employee cost of that service.

(b) : Notwithstapding the definition of Creditable Service in Section
24.0103, any Member granted an approved leave of absence for periods of time in’
one vear shall have the right, upon return to City service, and u
request by the Member, to obtain service credit for suc;-h, excess leave of absence.
by paying into the Retirement System an amount detgrmined by the Board to be
the equivalent of the employee and employer cost of t’nét service.

© A

) A member is not eligible to purchase service credit under Section

24.1307(a) or (‘o) for }Juno Is of lf‘ww 0 ab ence d at}gr: in mlf’r Jamam 1, 1997, .




except for leaves of absence granted by the City for long term disability benefits,

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

without pay approved by the Civil Service Cormmission with job to be saved,

including any period preceding reinstatement by the Civil Service Commission

following a termination appeal.

Sectiér} 21. That Chjpter i1, Article 4, Di\fisﬁon 13, of the San Diego Municipal
Code be and the same is hereby amended by repealing Section 24.1311.

Section 22. That Chapter 11, Article 4, Division 14, of the Sa‘n Diego Municipal
Code be and the same is he zb *nﬂndcd by repealing Division 14. |

Section 23., That Chapter” H\, Article 4 Division 14, of the San Diego Mummpaj
Code be and the same is hereby amc;ﬁdc by ree nactinw Division 14, )y adding Sections

24.1401, 24.1402, 24,1403, 24.1404, 24,1405, 24.1406, 24.1407, 24.1408 and 24.1409, 10

v U,

.

read as follows:
DIVISION 14
"DEFERRED REIUULMLN’I OPTION PLAN

SEC. 24.1401 Purpose and Duration

iy

g

a. “ffective April 1, 1997, 2 deferred retrement option plan (DROT)
is created and offered to Members on a voluntary basis as an altermative method of
benefit a.ccrﬁa,l in the Re twmnmc System as set forth in this Division.

b. _DRQP is created to add flexibility o the Retirement . Systert. It

‘

provices Members who elect to narticipate in the pr rogram access (o a hump suiT
' Mp ¥ b

Y



- ber

oG

fit in addition to their normal monthly retirement allowance at their actual

retirement. DROP is intended to be cost neutral regarding plan funding.

The DROP _. lan 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 ge evaluated by the City on a cost basis.
During and by the end of this three yearv period, the city will determine wheth

the costs of DROP, including but not limited to any increase to the employer

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

DROP are greater than any savmgs reahzed as a result of the imp{amenmicn of

DROP If the City determines DROP to not be cost effective, thc City may

<

ﬂ—'\ﬁ."\"‘\ \
determnine not to extend DROP for elegtions G t woul 1d otherwise hwe been

made by Members after Ap;xl 1, 2000. 1f the Clty detﬁrmmes DROP 1o be cost

effective, or takes no action to eliminate further DROP partic cipation, DROP ';nall

become a permanent benefit effective April 1, 2000.

SEC. 24.1402 Eligibility, Duration of DROP articipation, and Yaiver

~ 3 AN

essary to be eligible for service retirement shall be eligible to partic parP in
DROP
b.

Any member who elects 0 participate in DROP shall voluntarily

and irrevocably:

(1) Designate 2 period of pfmm pation not (0 c,\m\,u sixty (60)

consecutive 1




() Cease, from and after the date the e 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 pursuant to Section 24.1404.

(4) Accrue benefits from an(?. after the date the Member begins
participating in DROP pursuant 1o the terms of this Division.

(5) Receive benefits from the Retirement Sybte m upon
termination of City employment at the time and in the manner provided in the

relevant Sections of this Article.

(6y  Agree to terminate City employment upon completion of

. ‘\\
. -
the designated DROP participation penoa AN ,
(7 Execute such waivers with respect to age e and other

discrimination in employment laws as are required by the City and the Retirement

System.

SEC. 24.1403 lezmmahah of DROP T’aﬁxupauom

a.

DROP participation may be terminated by voluntary termination of

employment at any time before the complmion of the DROP participation period

A S . N QU P . ~'
designated by the Member on the a

pprrmrmf(‘ DROP participation form .

- terminated by the first occurrence e of my one of the

(1) upon the completion of the DROP participation period

designated by the Member on the appropriate DROP

D?I"u lzwuuﬁ form.
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2) involuntary termination of employment. In the event 2
ermination for cause is reversed, a Member's participation in DROP, less
a‘ny benefits praviousiy distributed pursuant ;LO Section 24‘ 1407, shall be -

‘reinstated for the duration of the original DROP pariicipation period

initially designated by the Member on the appropriaté 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 Participation Accounts

a. A DROP Participation' Account is 2 “nominal 2 account e;mblished

£

within the Retirement System on behalf of each DROP participant. All benefits

accrued pursuant to this Division shall be accounted for in the DROP

Participation Account. A DROP participant shall not havé a claim on the assets of

the Retirement System with respect to his ot her DROP Participation Account, nor

shall there be any assets set aside for any DROP participant which are separate

from all other Retirement System assets.

b. All amounts credited to the member’s DROP Participation

3

A Member’s DROP Participation Account shall be credited with:
hH an amount, credited monthly, which is calculated in the
same manner as a service retirement benefit using the factors for ase, servica, and

G, ahiyd

DROP participation. This

o5
4 -
2

4
6

i



amount shall be increased annually pursuar t to the COLA provisions described in

Section 24.0531.

(2) an amount, credited annually,"represammg the Annual
Supplemental Benefit described in Section 24,0404 based upon the Member's
Creditable Service on the day before the Member elects 1 participate in DROP.

(3) an amount, credited bi-weekly at the end of each pay
period, equal to 3.05% of the Member's compensation earnable.

(4) an amount, deducted from the Members's salary and
credited bi-weekly at the end of each pay period, equa t0 3.05% of the Member's

compensation earnable. This amount shall be picked up and paid by the City for
| N

PR .
the sole purpose of obtaining tax dererrai and in accordance with the e qmremen}is

of Internal Revenus Code Section 414 (h) ),

(5) an amount, representing interest, the rate and manner ©

#B 93

pby

crediting to be determined by the Board througﬁ rules and regulations adopted .
pursuant to Section 24.09011.. These m\;s and regulations shall have the same
force e;nd effect as a duly adopted ordinance,
SEC;mtumSAd&ﬁmmyDRopszﬁ@mm
he date that a member elects o DdIUuani in DROP,
ntributions pursuant to D isions 2, 3" and 8 of this
'/-\,z‘ti,c:‘x@ shall cease with respect to that Member.

b, A Member who elects to participate in DROP and becornes

disabled during the period of DR

OP participation shall be eligib

o

ble to apply for

... -PAGE 39 OF 45
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disability retirement benefits. In the event the application for disability retirernent

-

benéﬁts .is approved by the Board:

(1)  thedis a’biﬁty ret‘iremem bene‘f;c shall be calculated using
the factors of age, service, and final compensation in effect the day before ther
effective date of DROP participation.

(2)  all amouns in the Member’s DROP Participation Account

c. In the event a Member dies during the period of DROP

participation, eligible survivors shall be entitled to Teceive:

(1) all amounts in the Member’s DROF. Participation Account

®
3

pursuant to Section 24.1407, including the retiree death benefit in Section

-~y
7
i

.

0714.1.

(2) if eligible, a Special Death Benefit pursuant to Sections
24.0705, 24.0706, 24.0709, 24.0710, 24.0710.1, 24.0710.2, and 24.0710.3 using
t-hc factors of age, service and final compensation in effect on the date of the
 Member’s death. The Specidl Death Benefit shall be paid in lieu of z.myvsurvivor
continuance othervise payable in the form of benefit determined pursuant {0
* Section 24.1404 () (1). |

(3} if ineligible for a Special Death Rencfit, the designated
beneficiary shall only be endtled to the amount and form of benefit determined

pursuant to Section 24.1404 (¢} (1) in accordance with the Member’s designation

at the time of DROP election.



d. A Member who elects to participate in DROP shall qualify as a
Health Eligible Retiree and be eligible to receive Post Retirement Health Eer}@ﬂm
pursuant to Division 12 upon completion of the pf:r’ir:,d of DROP participation
and separation from‘ City service..

SEC. 24.1406 Designation of Beneficiary

A A Member who elects to participate in DROP shall designate a

beneficiary. Member's beneficiary designation shall be applicable to all
distributions pursuant to Section 24.1407.

b.

then dies before-designating a new beneficiary, all distributions pursuant to

N

Section 24.1407 shall be made to the estate of the DROP participant.

c. No beneficiary designation made under this Section shall be in

abrogation of a Member’s community property obligations under applicable

California law.

Lf-the-designated-benefici ary.predeceases a DROP participant wWho .. B

'
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~
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SEC. 24.1407 Payment of Benefits

a. Upon the simultanecus termination of DROP participation and

City employment, a Member shall be entitled to receive:
(O the monthly retirement allowance in the amount determined
under Section 24.1404(c) (1) that was credited monthly to the Member's DROP

Participation Account at the date of termination of DR ROP participation; and

St
—
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I for which the Member is eligible under the

Annual Supplemental Benefit described in Section 24.0404 based upon the

—MembeEr's “Credimble Service oft the day beforeTthe Member'selection 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 shall be a lump sum distribution,

provided, however, a Member may elect to receive an annuity pursuant to this.

Section. If the Mémber elects to receive an annuity:

(1) the annuity shall be in any form established by the Board

and subject to applicable provisions of the Internal Revenue Code.

S RPN R Fohe o

(2) the annuity shall be the actuarial equivalent ol the amount
credited 1o the DR Dartiring s e terminatl £ ) D
credited to the DROP Participation Account at the termination of the DROL

participation period. For this purpose, “actuarial equivalent™ is an amount that

has the same present value as the armount ¢ redited to the DROP Participation

Account at the termination of the DROP partic ipat om riod based on Interest

rates and mortality tables recomme nded by the 5

7®AQ mr4y,




the Board as a part of rules and regulations pursuant to Section 24.0901. The

annuity shall be caleulated using the age of the DROPparticipant and, 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 suppiemema | benefit or

\ater adjustment shatl be made

with respect to any annuiry payable pursuait ¢ to Section 24.1407 (b).
SEC. 24.1408 Compliance with Applicable Provisions of the Internal
Revenue Code.
a. 1t is intended DROP shall not jeopardize in any way the tax

qualified status of the Retirement Syster under the rules and regulations of the

intcrnal Revenue Service.  The Board shall have

24.0901 to adopt rules and regulations to the extent ne

the authority pursuant to Section

cessary or appropriate for

DROP to comply with applicable Fe deral laws and regulations, wit h such action

having the same force and effect as a duly enacted ordinance.

provxded pursuant to this Division shall ‘oer: subject to the requirements of the

Internal Revenue Code (Code) and regulations is

not lumwd to, the following:

(1) . The limiations of Section £
amount of benefits that can be paid.

(2) The limitations of Section

10 the amount of compensation that can be taken

__PAGE 43 OF 45-

b. Notwithstanding any other provision in this Article, benefits

sued thereunder as necessary for

o rernain a tax qualified retirement t plan, inclt ding, but

415 of the Code relating to th
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401 (3) '\";7) of the Code relating

fes
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m account for penefit accrual.




3) The limitations of Section 401 (2) (9) re\ating 1o the time
that benefit payfnems must begin. i

(4) The limitations of Section 401” (a) (31) relating to the
rollover of benefits.

(5) | The lir‘mtations of Section 401 (a) (25) relating “definitely

" beneflis.

Q
(»
s
=
=
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Emplcvme nt Status during DROP Participa

ES

A Member who elects to participate in DROP shall have-all of the rights,

e —~-»—-—pr1v1legesmand benefits, _and_be. subject-to-all- omer_temm and_conditions of active

employment, including, but not limited to, the City Flexible Benefits Plan

Section 24. That Chapter 11, Article 4, uxvmou 8, of the San Diego Municipal

Code be and the same is hereby ame nf‘an by amending Section 24‘6801; to read as
SEC. 24.0801 City’s Contribution

COm mencing July 1, 1954 the City shall contribut 1o the Ret ement Fund
in respect to members a percentage of eamable, compensatlon as determined by
the System’s Actuary pursuant to the annual ac:t'uanax‘ evaluation required by
The required City rémrﬁ itions shall be determined separately
by the Actuary for General Men mbers and Safety Members.

All deficiencies which may .HCCILG as a result of the adop jon of any
section in the Retirement Ordinances must be amortized over a period of thirty
years or less. Any dmoum dw gnated pursuant to Cection 74.1203(0)(35) shall not

constitute a deficiency within the meaning of this Section.

/0)\/3 (O3 lfl’/



Section 25. The benefit improvements shaH not become et TECUW unles

ctive members of the Rétiremem System.
immediately inform the City Clerk of the results
143.1. Im San Diego Municipal Code shall not
and pmi\ the Retirement Adrninistrator notifies th

Systern have approved the increase on benefits.

Section 26. For purposes of estab

effect and be in force on the thirtieth day from and after its passage.

- APPROVED® “CASEY-GWINNTCity Attorney "~

1

N \
\
{ )\(\Q\\F \_N'\) \ \‘\\\f 00 JUAN
R N
Sharon A. Nar hall”
Deputy City Attorney

03/13/97

03/14/97 Corrected Copy
{\3/'(’7/Q/ Corrected Copy

03/26/97 REV. 1
Or.Dept:Labor.R.
0-97-88
Form=o&t.frm

WAATTTMALNICODING-97-88.LEC

PAGE 45 OF 45-

The Retirement Administrator is directed to

be amended pursuant to this ordi

lishing a referendum only, this ordinance s

g

f the vote he&d pursuant to Charter section

inance unless

e City Clerk the members of the Retirement

ss approved by the
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CITY OF SAN DIEGQ

Z FRC’mEPAR;M“E;{T) 3. OATE
CITY ATTORNEY. City Manager/Labor Relations February 235, 1997

Municipal Code Amendments to Implement Retirement Syswm Proposal

FOR IMFORMATION, CONTACT:/(NAME & WAL STAY 6.7

LEPHOHNE HO. { 7. CHECK HERE IF BOX 14724, "DOCKET
Cathy Lexin, MS 9A 3

- 3 SUPPORTIHG INFORMATION,” HAS )
-631 ! BEEN COMPLETED ON PAGE X )

COMPLETE FOR ACCOUNTING PURPOSES

E
2

1HD 9. ADDITIONAL INFORMATION | ESTIATED COST:
L

- Costs associated with these changes are providzd for
RGAMIZATION in the current FYY 97 budget.

ZIECT ACCOUNT

38 ORDER
1P NO.
SMOUNT
ROUTING AND APPROVALS .
WTE APPROVING DATE ROUTE APPROVING . DATE
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|- 22065
Larry Grissorm { [ ey
ATTORNEY
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v | commes 1 consent 1 apormon
D Relar o Date
e — 3
- PREPARATION OF: [EZE RESOLUTION(S) DQ ORJINANCE(S) D AGREEMENT(S) U DEED(S)

ta. MANAGER'S RECOMMENDATIONS: Introduce the Ordinance

All

Al

Wone

Mone

A majority vote of the Members of the Retirement System is required prior to these changzs taking
effect. CERS will conduct the appropriate election following the introduction of this Ordinance.
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“““““““““ LJCKET SUPPORTING INFORMATILN
ly 2, 1996, after meeting and conferring with the Police Officers Association, Firs Fighters Local 1435, Municipal Employees
Sation, and AFSCME, Local 127, the City Council approved a proposal to implement 2 number of revisions to the City Employees’

‘ “vstem subject to the satisfaction of various contingencies contained in the broposal, including reviews and approvals by

3 _.ury counsel regarding the wansfer of health insurance and the addition of the Deferred Retirement Option feature (DROP).
ovember 5, 1996, the passage of Proposition D amended City Charter Section 141 allowing the transfer of retiree health insurance

RS, and payment therefor from excess undistributed earnings of CERS. On February 6, 1997, a task forcz of the four labor
izations reached zgrezment with the Ciry Managemént Team on the level of health benefit to be transferred 10 CERS, as well as the
fic provisions to be included in the DROP Plan. ’

sbruary 10, 1997, Ordinance No. 0-97

an Diego Municipal Code related 1o the following: Service retirement and disability retirement formulae, elimination of the disability

75 was ingoduced. This Ordinance amends numerous provisions of Chapter II, Article 4 of

ne offset, the establistument of a retiree health insurance benefitto be administered by CERS and paid [or to the extent available from

;s undistributed earnings, establishment of a 5600 annual benefit for pre-1980 retirees who are not eligible for retiree health insurance]

- : P . g T ArinGE TEOUITEME stablish elioibili se
inaton of the remarriage penalty and modification of the cne-year marmiage requirement to establish eligibility as a surviving spouse,

purchase of service.

“ebriiary 187719977 Ofdiﬁén"&ﬁx‘lo".()ig%gcs Was Inoduced: lb(S_O?'diﬁhﬁﬁéidﬁ'é‘a’l)i"\?i"s’ib'n‘l4"t0‘Chaptel‘"HTA;rti‘c16“4“of'th'é”Sém“ B
10 Municipal Code establishing a Deferred Retirement Option Plan.

rder to move expeditiously toward completing the outstanding contingencies, these two Ordinances were introduced prior to CERS -

1 advisors, outside fiduciary counsel and tax counsel completing reviews of the ordinance language implementing these benefit

3ges: Consequently, it is recommended that a third ordinance be introduced to "clean up" and technically amend language to assure

the provisions meet with and satisfy all applicable state and federal requirements. ‘This Ordinance does not introduce any changes to
-nts reached with the labor organizations.

: blended employer contributian rate for FY97 will increase from 7.08% to 7.33% and is estimated to increase by an additional 0.50%
each of the subsequent nine years. Transferring retires health costs to the retirement system will save approximately $5M per year to
City's annual operating budget. o

ployees of the Unified Port District are Members of CERS with benefits administered under separate contract authorized by the
uncil. 1t is fecommended that tie Council approve a resolution authorizing an amendment of that ¢
efits to be offered o District employees,
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