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City of San Diego City Charter Co .
Article V - CURRENT

Secﬁon 38: City Clerk

The City Clerk shall be elected by the Council for an indefinite term and shall serve until
his successor has been elected and qualified. He shall maintain all official records of the
City, the custody of which is not provided for in this Charter or by ordinances of the City,
including the journal of all proceedings of the Council and all its ordinances and
resolutions.

(Amendment voted 09-17-1963; effective 02-11-1964.)

Section 38.1: Microfilming of Records. _
(Addition voted 04-19-1949; effective 05-20-1949.)
(Repeal voted 11-04-1958; effective 02-19-1959.)

Sectmn 39: City Auditor and Coﬁptroller

The City Auditor and Comptroller shall be elected by the Council for an indefinite term and shall
serve until his successor is elected and qualified. The City Auditor and Comptroller shall
be the chief fiscal officer of the City. He shall exercise supervision over all accounts, and
accounts shall be kept showing the financial transactions of all Departments of the City
upon forms prescribed by him and approved by the City Manager and the Council. He
shall submit to the City Manager and to the Council at least monthly a summary
statement of revenues and expenses for the preceding accounting period, detailed as to
appropriations and funds in such manner as to show the exact financial condifion of the
City and of each Department, Division and office thereof. No contract, agreement, or
other obligation for the expenditure of public funds shall be entered into by any officer of
the City and no such contract shall be valid unless the Auditor and Comptroller shall
certify in writing that there has been made an appropriation to cover the expenditure and
that there remains a sufficient balance to meet the demand thereof. He shall perform the
duties imposed upon City Auditors and Comptrollers by the laws of the State of
California, and such other duties as may be imposed upon him by ordinances of the
Council, but nothing shall prevent the Council from transferring to other officers matters
in charge of the City Auditor and Comptroller which do not relate directly to the finances
of the City. He shall prepare and submit to the City Manager such information as shall be
required by the City Manager for the preparation of an annual budget. He shall appoint
his subordinates subject to the Civil Service provisions of this Charter

(Amendment voted 06-04-1974; effective 08-1 3 1974.) ' .
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ATTORNEY TO CLIENT
CORRESPONDENCE .

FOR CONFIDENTIAL USE ONLY

. CITYOFSANDIEGO ~
MEMORANDUM ’ |
DATE: June 14, 2002
TO: . Honorable Mayor and City Council .
FROM:  Cathy Lexin, Human Resources Director |

Elmer Heap, Head Deputy City Attorney

. SUBJECT: Meet and Confer: , _
" Contingent Retirement Benefits — Modified Proposal to San Diego City
Employees Retirement System Board of Administration : .

BACKGROUND

During the recently concluded meet and confer, the City Council approved a number of retirement
_benefit enhancements with a contingency feature. The contingency was tied to an affirmative vote
by the San Diego City Employees Retirement System (SDCERS) Board oft Administration related -
to (1) committing $25 million from FY2000 SDCERS investment earnings to pay for retiree health
insurance, (2) using an existing SDCERS reserve to pay for negotiated increases in the amount the
City “picks up” of employee’s retirement contributions, and (3) the City’s contribution rates and -
funding status. We expect that the SDCERS Board will approve the first two items. The third item -
regarding the City’s contribution rates and funding status of the system is the most complex of the
issues and is currently under critical review by the SDCERS Board’s outside fiduciary counsel and
outside actuary. : ' ] '

DISCUSSION

The City Manager made a conceptual presentation before the SDCERS Board at a special meeting
held on May 29,2002, This was the first meeting of the Board afer the close of meet and confer.
(SDCERS meets regularly once a month on the 3" Friday.) The Manager indicated that a detailed
- written proposal would be presented at the next regular meeting of the Board on June 21, 2002 (see

- attached). The Board's outside fiduciary counsel and actuary were at the May 29, 2002 meefing and’
have been requested by the Board’s Administrator to prepare written opinions from their respective
areas of responsibility prior to the June 21, 2002 mesting. - '

EXHIBIT # 2
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Honorable Mayor and City Council
June 14, 2002 '

Based upon conversations with the Retirement Administrator this week, it appears that the Board’s
outside fiduciary counsel is suncomfortable” expressing an opinion that approval of this proposal is -
within the Board’s reasonable discretion as fiduciaries of the system. The current “rate

" stabilization plan” stipulates that the City’s contribution rates, beginning FY97 would increasea -
fixed 0.50% per year, which is less than the actuarially determined rate necessary to ensure stable
funding of the system. The basis for prior fiduciary counsel condoning the original agreementto
accept less than full actuarial contributions from the City, was the establishment of & reasonable -
funding ratio floor (82.3%), and the expectation of progress toward full funding pursuant to this
plan. Currently fiduciary counsel is concerned that the City is requesting 2 further reduction to the .
funding ratio floor (from 82.3% to 75%) with no balancing aspect to the proposal, no quid pro quo.

RECOMMENDATION

Aswe discussed in closed session eatlier, implementation of the “rate stabilization plan” in the
1997 Manager’s Proposal did not have any significant impact on the funding of the retirement _
system prior to FY01's actuarial valuation wherein the fundingratio dropped from 57.7% to 89.5%.
In thé pist two vears, several significant and unpredictable events impacted the funding status ofthe
system. The settlement of the Corbett litigation resulted in approximately $150 million in
additional unfunded liability, and the drastic decline in investment earnings to the system (from -
$415.9 million in FY00 to'less than $50 million estimated by year end FY02). -

As you know, the Mayor’s Blue Ribbon Committee on City Finances also made findings and -
recommendations regarding the retirement system liabilities and funding status, Itis clear that the
current arrangement whereby the City’s contribution rate increases bya fixed 0.50% per year will
not accomplish full funding as contemplated in the plan. A thorough analysis needs to occurand a
funding policy.developed that is acceptable to the SDCERS Board as Trustees and the Cityas Plan
Sponsor. We had hoped the SDCERS Board would accept our proposal to lower the fundingratio
floor to 75% with a commitment from the City to bring forward a long term solution within the next
year. It does not appear that the fiduciary counsel will support this request.

Therefore, it is recommended that the City Council authorize the City manager to amend the
proposal to be presented on June 21, 2002, by increasing the annilal increase in City contribution
from 0.50% per year to 1.00% per year beginning in FYO5 (an approximate $2.5 million increase).
The City Auditor concurs with this recommendation as a necessary step toward the long term _
solution, 2nd is 2 means to avoid the potential triggering of the fully actuarial rate in FY04 (2 325 -
impact). ’ o ' : : : ’
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Honorable Mayor and City Council
June 14,2002

ALTERNATIVE

If we do not make ﬂﬁs offer, it is likely that the SDCERS Board will not approve the proposal .
based upon a negative report from their fiduciary counsel. Itisalsoa possibility that the funding
ratio caleulated for year ending FY02 will fall below 82.3% and trigger the full actuarial rate in

FY04. . _ o - ' :

Y

If either the original or this proposal fails, the retirement benefit improvements in the labor
agreements with MEA, Local 127 and Local 145 will not occur. MEA has indicated that they will
not schedule their ratification vote until this matter is heard by the SDCERS Board, and they

- anticipate that without the 2.5% at age.55 formula improvement in FY03, the 3-year MOU may fail

a ratification vote; in which case we would be bargaining again with MEA next spring.

Attachment:” Proposal, &ated June 10, 2002, to San Diego City Employees® Retirement System
(SDCERS) Board of Administration ' )
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' iS5 Projected Actual :ro Tokmerdcary City Rates | Actual

Fiscal 1907 Actuarial Actuarial EEW eyt If 75% Ratio. Funding

Year Rates City Rdfe | City Rétes [390Ra 24 _is triggered | Ratio
FY96 2% 8.60% - | 8.60% ; 01.4%%
FY97 281 10.87% | 9.55% 93.3% .
FY98 71 12.18% | 10.87% 93.6%
FY99 - 209 12.18% | 10.86% 93.2%
FY 00 49 12.18% | 11.48% 97.3%
FY01 i 12.18% | 11.96% 80 90, %%
FY02 GEe 12.18% | 12.58% :
FY03 & / 12.18% | 15.59% e

FY04 - GlaRsthare 12.18% | 16.65% e 12.84%

FY05 sy 12.18% | 16.65% 2] 13.79%
| FY06 o 12.18% | 16.65% 2l 14.74%

FY07 % 12.18%- | 16.65% i 15.69% - -

FY08 B 13.00% | 16.65% M 16.64% -

FYQ9 ‘

Column A ?iécal Year

" Colunn B: City’s.“Agreed-To” Contribution Rate Based on 1996/97 Manager's Propésal

Column C: Actuarial Rate Projections from FY1996/97 Manager’s Proposal
Column D: City Rates based on actuarial valuations for respective fiscal years through FY03
: and projected actuarial rates through FY08 . ' '
Column E: Adding 1.52% to General Member rates (resulting in a blegded rate increase of 1.06%)
' beginning in FY04 to pay the cost of the 2.50% at age 55 formula improvement .

Column F: Increasing the +0.50% per year “agreed-to” rate in1996/97 Manager’s Proposal
to +1.00% per year beginning in FY05 C

Column G: Increases the City contribution to full actuarial rate over five (5} years
if the proposed 75% funding ratio is triggered in FY04 : .

polumn H: Funding Ratio of the Retirement Systems (projected assets compared to liabilities)
effective fiscal year end.(e.g. 89.9% asof 6/30/01) - - :

* The actuary report for 6/30/96 reflected a funding ratio of 92.3% for combined City and Port assets.

“The 92.3% is the ratio used in the 1996/97 Manager’s Proposal. That funding ratio 6/30/96 for only

the City’s portion of the system assets was 91.4%. A more accurate floor which would trigger the
full actuarial rate under the 1996/97 Manager’s Proposal.would is 81.4 %. Beginning with the
.6/30/99 actuarial valuation, the actuary identified separate City and Port funding ratios, and the
ratios in Column H above reflects the City-only funding ratio beginning with the FY00 ratio.

#+FY01 Draft Actuarial Valuation is docketed for adoption by SDCERS on June 21, 2002
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San Diego City Employees' Retirement System
Funding Process Indicators - Histaric Comparison

(¥ in Thousands)

Continuation Indicators

Valuation Ratio fo

Valuation . "Funded Member
Date Assets ' _A_A;l__ Ratio UAAL Payroll Payroll
6/30/93 $1 137,019 - $1 178,314.:.96.5% sz, $41:292 $320,624 12.9%
6/30/241 $1, 216 063 $1 290 927 ‘94.2% 374,864  $338,440 22.1%
6/30/95 .  $1,316,903 $1,421,450 02.7% $104,247  $350,584 29.7%
6/30/96% $1,480,772 $1,820, 373 91.4% - $139,602  §$365,089 38.2%
6/30/97 . $1 632,361 -, $1 748 ,868. 93.3%. ., $116 507 .. .$382,715  30.4%
'-.l,swi;-_' R ;? ;-;as g s __5 -‘- L :, - & gé".;,z ;e ;* £ mq;‘{sﬁ.,; T Hﬁ 50:,:«“*(’&!5 fvu‘ “R ¥
6/30/98° $1,852,151 $1,979,668 93.6% $127,517  $399,035 32.0%
6/30/99 $2,033,153 $2,181,547 93.2% $148,384  $424,516 35.0%
6/30/00 $2,459,815 - $2,343,400 105.0%  ($116,414) $448,502 (26.0)%
6/30/00° $2,459,815 $2,528,774 97.3% $68,059 . $448,502 15.4%
_6/30/01 $2,525,645 32,808,538 89.9% $283,803  $481,864 58.9%
6/30/02 $2,448,208 © 33,168,921 77.3% $720,713  $535,157 134.7%
6/30/03 $2,375,431 33,532,626 67.2% $1,157,194  $533,595 216.9%

AAL - Actuarial Accrued Liability

" UAAL - Unfunded Actuarial Accrued Llabthty

Historic Comparison of Funding Value

100.0% 7 -
95.0% -2
90.0% A
85.0% A
80.0% - .i
75.0% -k
70.0% 3%
65.0% L&

Ratio of Valuation Asseis to
AAL

Year Ended June 30

' Reflects revised actuarial and economic assumptions
2 Reflects Manager's Proposal
® Reflects Corbett non-contingent benefit increases -
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SAN DIEGO CITY
. EMPLOYEES' RETIREMENT SYSTEM
ANNUAL ACTUARIAL VALUATION
June 30, 2004

Submitted to
_ © THE RETIREMENT BOARD
San Diego City Employees' Retirement System
San Diego, California
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Valuation
Date

6/30/93
~ 6/30/94"
6/30/95
6/30/967
6/30/97

6/30/98"

 6/30/99

6/30/00
6/30/00°
6/30/01

6/30/02
6/30/03
6/30/03¢
6/30/04 .
6/30/04°

AAL - Actuarial Accrued Liability

San Diego City Employees' Retirement System

Funding Process Indicators - Historic Comparison

Valuation

Assels

$1,137,019
$1,216,063
$1,316,903

$1,480,772

$1,632,361

$1,852,151

$2,033,153
$2,459,815
$2,459,815
$2,525,645

$2,448,208
$2,375,431

$2,375,431

$2,628,680
$2,628,680

(% in Thousands)

Continuation Indicators

AAL
$1,178,311
$1,290,927
$1,421,150
$1,620,373
$1,748,868

$1,979,668 .

$2,181,547
$2,343,400
$2,528,774
$2,809,538

-$3,168,921

$3,484,832
$3,532,626
$3,962,237
$3,997,328

UAAL - Unfunded Actuarial Accrued Liability_

Ratio of Yaluation Rssefs to AAL

Funded
Ratio

96.5%
94.2%
92.7%
91.4%
93.3%

93.6%
93.2%
105.0%
97.3%
89.9%

77.3%
68.2%
67.2%
66.3%
65.8%

Member - Ratio to

UAAL Payroll Payroll
$41,292  $320,624 12.9%
$74,864 $338,440 22.1%

- $104,247  $350,584 29.7%
$139,602 $365,089 38.2%
$116,507 $382,715 30.4%
$127,517 $399,035 32.0%
$148,304  $424,516 35.0%
($116,414)  $448,502 (26.0)%
$68,959  $448,502 15.4%
$283,803  $481,864 58.9%
$720,713 . $535,157 134.7%
$1,109,401  $533,595 207.9%
$1,157,194  $533,595 216.9%
$1,333,557 $540,181 246.9%
$1,368,648 $540,181 253.4%

Historic Corﬁparison of Funded Ratio

Year Ended June 30

" Reflects revised actuarial and economic assumptions
? Reflects Manager's Proposal -
% Reflects Corbett non-contingent benefit increases
* Includes change in benefits for General Members
® Reflects revised actuarial assumptions

13
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, B ' ATTACHMENT - #1

~ City of San Diego
Labor Relations Office
MEMORANDUM

Date: Tuly 23, 1996

To: Larry Grissom, Retirement Administra

From: Cathy Lexin, Labo; Relations Managf ”
Subject:  CITY MANAGER’S RETIREMENT PROPOSAL

Per your request, attached hereto is a consohdatmn of the final Retirement Proposal as presented
to the Retirement Board at its meeting of June 21, 1996, This Proposal was subsequently
presented o and approved by the City Council at its meeting of July 2, 1996.

Itis my understandiﬁg that the action taken by the Board was to defer any action requi_reci of them
on Issue No. 1 - Retiree Health Insurance based on advice of Fiduciary Counsel Dwight
Hamilton until such time as a specific health plan was presented for his review and advice and

‘until a Charter amendment occurred enabling the Retuement Board to adrmmster retiree health

insurance.

Issue No. 2 - CERS Benefit Changes identified benefit improvements being recommended by
the Manager to the City Council; no action was required of the Retirement Board. -

It is further my understanding that the Retirement Board approved in r‘oncept the recommended
actions contained under Issue No. 3 - Employer Contribution Rates, and Issue No. 4 - Surplus
Undistributed Earnings and Reserves, including the set aside of approximately $135 million
from excess undistributed eamings for the purpose of carrying out the proposal, contingent upon
the retires health insurance portion being successfully resolved by January 1, 1997,

EXHIBIT # 5
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The City agrees to implementation of a Deferred Retirement Option Plan

(DROP) effective April 1, 1997, on the condition that such a plan is approved by the City
Attomey’s Office as legal under applicable Federal, State and Local laws and

regulations, and that such a plan would not increase cost greater than the savings to the
City nor CERS. Employees may participate in this program for up to five (5) years. At
the end of three (3) years, the City will evaluate the cost impact of this program. Ifthe
cost impaot to the City or CERS is greater than the savings, the City agrees to meet and
confer to impasse prior to imposing any changes in the DROP Plan. Ifthe City proposes
to change the DROP Plan, the 90% cap on CERS would also be re—negotlated

Employees who elect to participate in DROP will cease participation in CERS, and will
participate in an SPSP-type plan with a mandatory 3.05% employee contribution matched

by 3.05% employer contribution..

- Xssue No. 3- EMPLOYER CONTRIBUTION RATES

A, Employer rates will be calculated using the Projected Unit Credit (PUC) method. For
FY96 and FY97, the City will pay the budgeted rates (bifurcated rate) of 7.08% k
(blended rate) and 7.33% respectively, and increase the rate paid by 0.50% each year until
the rate paid reaches the EAN calculated rate. At such time as the PUC and Entry Age
Normal (EAN) rates are equal, the System will convert to EAN.

Employer Coniribution Rate Stabilization Plan
Period PUC Rate City Paid Rate Difference % Difference $
FY96 860% | 7.08% 1.52% . | $5.33m .
FY97 10.87% 7.33% 3.79% $13.88m
FY98 12.18% 7.83% 4.35% $16.67m
FY99  |12.18% 833% 3.85% - | $1540m
‘| Fy2000- |1218% - |8.83% 3.35% $14.00m
FY2001 |12.18% 9.33% 2.85% .A $12.45m
FY2002 |12.18% 9.83% 2.35% ' $10.72m .
FY2003 | 12.18% 10.33% 1.85% - $8.82m
FY2004 | 12.18% 10.83% 1.35% $6.73m -
FY2005 |12.18% 11.33% - 85% $4.43m
FY2006 |12.18% 11.83% 35% $1.91m
FY2007 |12.18% 12.18% -0- -0-
FY2008 |13.00 13.00% -0~ -0~
TOTAL $110.35%

*$110.35 million paid from excess earnings includes $71.31 million in contributions as a

result of benefits improvements recommended herein.
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B. The City will pay the agreed-to rates shown above for FY 96 through FY 2007. Inthe
event that the funded ratio of the System falls to a level 10% below the fimded ratio -
calculated at the June 30, 1996 actuarial valuation which will include the impact of the
benefit improvements included in this Proposal, the City-paid rate will be increased on
July 1 of the year following the date of the actuarial valuation in which the shortfall in
funded ratio is calculated. The increase in the City-paid rate will be the amount
determined by the actuary necessary to restore a funded ratio no more than the level that
is 10% below the funded ratio calculated at the June 30, 1996 actuarial valuation.

C. If the System's actuary makes changes in actuarial assumptions or methodology which
are approved by the Board prior to July 1, 2007, any changes in the employer
‘contribution rate will adjust the PUC rate to be achieved through extended incremental
increases shown in paragraph A above. If the phase-in would require an extension past
July 1, 2009 in order to achieve the full actuarial PUC rate, the City-paid rate will be
adjusted by the amount necessary to achieve full phase-in by that date. .

Issue No. 4 - SURPLUS UNDISTRIBUTED EARNINGS AND RESERVES

The System's actuary performs an annual actuarial valuation which shows the present value of
accrued liabilities and the value of assets allocated to funding. To the extent that liabilities
exceed assets, the System will show an unfunded Liability. The System's liabilities will be
impacted in the following ways, including those related to the City Manager s proposal for
restructunng the System. .

NORMAL LIABILITIES - This liability relates to the impact of actuarial gains or losses
recognized when actuarial assumptions are compared to the System's actual experience. When
experience is better than assumptions, the System shows actuarial gains and liabilities decrease.
When experience is worse than assumptions, the System shows actuarial Josses and liabilities
increase. This will take place regardless of whether or not the restructuring proposal is approved.

NORMAL COST OF INCREASED BENEFITS - When benefits are increased, liability is
created representing the prospective value of those benefits. Employee and employer
contribution rates are increased for the purpose of paying that cost as it is accrued.

PAST SERVICE LIABILITY OF INCREASED BENEFITS - The proposed restructuring
provides for an increase in the formula for calculating benefits. This means that, in the case of a
general member, each year of accrued service that had a value of 1.45% of final average salary at
age 55, increases in value to 2.00% of final average salary at age 55 upon the effective date of the
increase. This increases the cost to the System to pay the benefit, which increases liabilities since
no contributions have been received in the past to fund the benefit at this level. This is what is
known as past service liability. .

The' actuary has estimated the amount of past service liability created by the restructuring
proposal to be $76.7 million expressed in 1996 dollars.
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CONTRIBUTION SHORTFALL LIABILITY - The restructuring proposal provides that the
employer contribution rate will be "ramped up" to the actuarially recommended rate in
increments over the next 10 years. This means that the System will be receiving less in
contribution dollars over that period, which creates an additional liability.

The actuary has estimated the amount of contribution shortfall liability created by the
restructuring proposal to be $30.0 million expressed in 1996 dollars.

A. The system has "surplus" undistributed eannngs and a balance in the Barnings
Stabilization Resérve as follows:

FY ended 6-30-95 $ 38,813,314
FY ended 6-30-96 . 85,472,254
Earnings Stabilization Reserve 10, 769.620
Total : $135, 055,188

The actuary has estimated increased liabilities associated with the restructuring proposal in the

amount of $106,700,000 (see the discussion segment above). Credit the Employer Contribution

Reserve in the amount of $106,700,000 for the purpose of discharging the restructuring liability.

~ Credit the Employer Contribution Reserve with $28,356,188 (the remaining balance) for the
purpose of reducing the System's normal unfunded liability.

TOTALITY OF THE PROPOSAL -

If the necessary contingencies identified to approve this Proposal in its entirety are not
affirmatively met by January 1, 1997, then:

A. Retiree Health Insurance will remain a City provided benefit, rather than CERS;
B. The CERS benefit improvements listed in 'Issue No. 2 woﬁld not oceur;

C. The employer contribution rates to be pa1d would be those established by the System 8
Actuary. :

In order to facilitate the accomplishment of this Proposal, it is Tecommended that the CERS .
Board direct that the $106,700,000 identified in Issue No. 4 as thie amount necessary to discharge
the restructuring liability be set aside in a reserve until January 1, 1997.



SAN DIEGO CITY
EMPLOYEES' RETIREMENT SYSTEM

ANNUAL ACTUARIAL VALUATION
JUNE 30, 1996 '

Submitted to
THE RETIREMENT BOARD
San Diego City Employees’ Retirement System

San Diego, California
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Continuation Indicators

Valuation

Date
6/30/39"
6/30/90
6/30/91 "
6/30/92"
6/30/93'34
6/30/94°
6/30/95
6/30/96
6/30/96°

San Dijego City Employees' Retirement System

Funding Progress Indicators - Historic Comparison

Valuation

_Assets
829,918

899,328

973,075
1,077,135
1,189,184
1,273,827
1,380,436
1,553,283
1,553,283

- AAL -- Actuarial Accrued Liability” .
- UAAL -- Unfunded Actuarial Accrued Liability

* Prior o Manager's Proposal
** After Managar's Proposat

89 B0 01 82 83 D4 85 o6 9f-t%

! Reflects benefit changes for certain member groups
> Reflects changes in funding method :

? Reflects changes in member contribution rate

Year Ended June 30

* Reflects early retirement program activity, and change in member refund method
> Reflects revised actuarial and economic assumptions
§ After Manager's Proposal

($ in Thousands)

Funded Member Ratio to
AAL_  Ratio UAAL Payroll Payroll
838,289  99.0% - 8,371 241,384 35
903,320 99.6 3,992 271,421 - 1.5
1,006,300 96.7 33,225 303,471 10.9
1,057,239 101.9 (19,896) 331,663 (6.0)
1,220,830 97.4 31,646 340,732 93
1,338,280 95.2 64,453 360,173 17.9
1,476,711 93.5 96,274 372,967 25.8
1,600,106. 97.1 46,824 388,646 12.0
1,682,605 92.3 129,322 388,646 33.0

120.0%
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City of San Diego City Charter o S —
Article IX . . . _ ’ , . CURRENT

(Amendment voted 11-06-1990; eﬁ"ectlve 02-19-1991.)
" (Amendment voted 11-08-1994; effective 01 -30-1995. )
(Amendment voted 11-05-1996; effective 02-10-1997.)

Section 142: Employment of Actuary

The Board of Administration hereinafter provided, shall secure from a competent actuary
a report of the cost of establishing a general retirement system for all employees of The
City of San Diego. Said actuary shall be one who has had actual experience in the
establishing of retirement systems for public employees, and his position shall be
considered one requiring expert or technical training within the meaning of subdivision
(k) of Section 118 of Article VIII of this Charter. -

Section 143: Contributions

The retirement system herein provided for shall be conducted on the contributory plan,
the City contributing jointly with the employees affected thereunder. Employees shall
contribute according to the actuarial tables adopted by the Board of Administration for
normal retirement allowances, except that employees shall, with the approval of the
Board, have the option to contribute more than required for normal allowances, and
thereby be entitled to receive the proportionate amount of increased allowances paid for
by such additional contributions. The City shall contribute annually an amount :
substantially equal to that required of the employees for normal retirement allowances, as
certified by the actuary, but shall not be required to contribute in excess of that amount,
except in the case of financial liabilities accruing under any new retirement plan or
revised retirement plan because of past service of the employees. The mortality, service,
experience or other table calculated by the actuary and the valuation determined by him
and approved by the board shall be conclusive and final, and any retirement system )
established under this article shall be based thereon.

(Amendment voted 03-13-1945; effective 04-09-1945.)

(Amendment voted 06-08-1954; effective 01-10-1955.)

Section 143.1: Approval of Amendments by Members .

No ordinance amendmg the reurement 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. No ordinance amending the retirement system Whlch 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.
(Addition voted 06-08-1954; effective 01-10-1955.)

(Amendment voted 11-06-1990; effective 02-19-1991.)

Section 144: Board of Admlmstratmn

Page2of5 -
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SAN DIEGO MUNICIPAL CODE

. §24.0810

. DIVISIONS.
_ -City’s Contribution -
(“Method of Financing” Incorp. 1-22-52 by 0-5046
N.S, o .
contained in 0-10792 O.8. adopted 11-29-26;
. repealed 10-25-62 by O-8744 N.8.)
("C'zty s Contribution” added 10-25-62 by O-8744
~N.S. )

' § 24.080I City’s Contribution
Commencing July 1, 1954 the City shall con-' o
‘tribute to the Retirement Fuiid in respect tomem- -~ = 7 -

bers a percentage of earnable compensation as

- determined by the System’s Actuary pursuant to
the annual actuarial evaluation required by Sec-

tion 24.0901. The required City contributions shall
be determined separately by the Actuary for Gen-
eral Members and Safety Members.

All deficiencies which may accrue as a result of

the adoption of any section in the Retirement Ordi-
nances must be amortized over a period of thirty

years or less. Any amount designated pursuant to-

Section 24.1203(b)(5) shall not constitute a defi-

.. ciency within the meaning of this section. -

(Amended 3-31-97 by 0—18392 N S.)

§ 24 0802 Social Security Integratmn —
Payment to Federal Government
(Repealed 1—18—82 by O-15653 N.S.)-

‘ § 24.0803 City Contrlbutmn - Speclal

Class Safety Members

Commencing July 1, 1955, the City shall con-

tribute to the retirement fund in respect to special
class safety members each year such amount of

. money as shall be sufficient to provide for all of the
- retirement allowances, including service), disabil--

ity and death which are authorized under the
Charter to be paid to special class sa.fety members.
. (Title added 12—8—76by O-11964N.S.)-

§ 24.0804 -
(Repealed 4-30-63 by 0—8818 N, s )

§ 24. 0805 PenS1on Accumulatmn.
- Account

(Repealed 10-25-62 by 0—8744 N.8. )

§ 24.0806. The Pensmn Reserve Account
(Repealed 10-25-62 by 0—8744AN S.) -

§ 24.0807 Expense Fund
- (Repealed 10-25-62 by O-8744 N.S.)

§ 24.0808 Estimate of Approprlatlons
Required
(Repéaled 10—25—62 by 0-8744 N.S.)

’ (97- 680)

§ 24.0809 Unclaimed Benefits

(Repealed 10-25-62 by O-8744 N.S.)

§ 24.0810 Retroactive Effect

(Repealed 10-25-62 by O-8744N.S.)

EXHIBIT # 8
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Oct statements showed $15.4 m loss on sale of stocks and a total monthly loss of $7m bringing YTD earni.ngs.
at Oct 31, 2001 to only $14.1 million compared to $107 m last year same time. A 87% decrease ! EEEK!.

in Sept you said Doug and you were comfortable that FY 02 earnings would be enough to cover the "base "

needs...about $120m. Are you still on track for that? Was the October loss of $7m a part of that plan ?

-Sincerely,
‘Sleepless in San Diego

. EXHIBIT#9-



thanks for the info

>>> Terri Webster 1/3/02 9:45:20 AM >>>

Ed : ' :

CERS fund earnings as of 11-30-01 was $17.4 million compared to $112.6 at 11-30-00 ( 85% decrease). {Oct
was a 87% decrease so slight movement in the right direction occured}

In order to fund the basic itemns listed in the Muni Code out of earnings using FY 01 numbers .... $118m is
needed.

Out of the $118 the top 3 items were $78 m (credit employer and employee reserves; operating budget; and
credit drop accounts).

Most of the remaining $40m has some ﬂexnblhty :Board can vote not to increase Health reserve or credit
Board reserves with interest; or lower assumed interest rate; 13th check has a separate reserve; Corbett can
be accured; NPO is a question.

Anyway.....these are SERIOUS consequences and needs attention....it can be discussed in Cathy's briefing,
with Larry on Tues.... ’

Terri

and within those items there is some flexibility to reduce ....ie. Corbett can be accrued....13th check reserve
exists....board could change the 8% interest assumption....interest to some reserves can be waived...

'EXHIBIT # 10
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. o - San Diego City Employees' Re’c.irement‘s.ys’ceh'l
. R Funding Process Indicators - Histéric_ﬂomparison :

($in %ho‘usénds) ‘

wi S m e Contmuatlon lnd;cators
Valuation' -Valuation -~ = " Funded Member Ratxo to-.-‘"" -+

" Dafa’ ‘A.S.S’ at.: 5' meowash AA-L" Eaim : UAAJ— an"mﬂ

't:
st .--.-.

8/30/83 ° $1,137,019 $1,178,311 - 986. 5% 554'1 592 $32’0’ Goi" 12 9%3 S
.6/30(84" "$1,216,083 .. $1,290,927. .94.2% . 874, 864 §338 440 22 1%

5130195”,$1 316,803 81, 421 150 - 92.7% =~
6/30/96’ ' $1,480 772. $1,620, 373 91 4%
S 6/30/97 51,532,361 "..f'$1 748,868 - 93 3°f

¢f$139 eez “$365, 089 vsa z%g :
i 5116 50733824715 80,4

. e iR A Tt ¢ i
5/39./%8.._., 341852, 151 - $399,085” 32 0%
.6/30/98, 132,033, 153 sz 181 547 3148, 394 "3424’516‘

3 Fuc el

~8/36700 ~$2,456,815: "33, 343 400" S CIELT 414) <~$448'502" 126" 0)% ;
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,-.,.;...J\a-. ty

‘6/30/01 $2 525,645 $2, 809 538 89.9% .$283,883 $481 864 - 58 9% "“““"""":
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AAL - Actuanal Accrued Liability
UAAL Unfunded Actuarial Accrued Liability

:‘17'; fl.a l.“ .

' Reflects revised actuarial and economic assumptions
Rnﬂects Manager's Proposal ) . i o .
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-rom. v Tem Webster ‘ :
fo: Rgarnlca@unltedcalbank com . . : . ,
:C Ve . . ) : . R ! ] -

5

Jate: 3/1 8/2002 5:14 PM .

>ubject ICERS

4i Ra'y'

think your questions centered around why does the City care about the solution to the FY 02 earnings -
yroblem?

\nswer: For'many reason....the four biggest ones are:

|. Funding Ratio: Fiscal time bomb is attached to this. If it drops below 82.3% the City has to pay an additiona
ipprox $26m a year.

solutions that do not impact the funding ratio are the best. We need to know what the impact to the ratio is for
he earnings solution....as well as | asked for the projected ratio based on FY 02 earnings.

"he funding ratio is dropping rapidly in the present and last 2 year's investment market. If it dropped from
)7.3% 10 89.9% in one year and FY 02 earnings are 1/5 of the FY 01 earnings....then it is likely to drop real
lose to the 82.3% trigger. Therefore anything that negatively impacts the ratio needs o be known ASAP.

!. Rating Agency impacts:

“he Funding Ratio is a fiscal indicator of the health of the CERS fund which is a major fund of the City. A large
Irop in funding ratio or dropping below certain benchmarks could result in a negative impact to the City's cred
ating. The City has a high credit rating which is vital to keep borrowing costs down for future issuances on the
Yorizon such as for fire stations, main Ilbrary and branch libraries, etc.

3. Plan for more declines and Preserve every basis point of the ratio: this is essential now since the impact of
he bad market is far from over....the actuary lags a year...so we probably have at least 2 very more lean year:
thead.

Jon't use assets unless absolutely have to.

‘1. Meet and Confer: is going on now... .answers are needed from retirement now as compensation offers are
reing exchanged and the Mayor, Council and City Manager need to know what the current and projected
>ERS status is as they consider possible retirement enhancements.

"hese are quick thoughts. Call 236-5566 if yoﬁ want to discuss

“erri

EXHIBIT # 13
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E’T‘erri Webster - Re! earnings — yuk

~ (619) 533-4655

e m% S= 19/%0

- From: " . "Terri Webster

To:. '~ Lawrence Grissom .
Date: . - Thu, Mar7,2002 1:12 PM o . ,
Subject: © . Re: earnrngs—-yuk e : e )

'Thank you for the info. Larry .
1. When will know the rmpact on the fundmg ratio for your l'll call rt Plan A '?? :

2. When will you know wrth the earnmgs that are projected for 02, what wﬂl the fundzng raho be at June

30,20027 . . S —_

Oh course a rough eshmate quahf' ed is beﬁer than nothmg at thzs pomt These answers are needed
next week.. please : _

Thanl_<s much
Terri

oSS Lawrence Grrssom 03/06/02 05 0PM 55> -

Hi Terri’
You should get your Board book tomorrow. To grve you a heads up'on the earnlngs report, whrch I just

", finished about an hour ago.

Ad Hoc Committee met March 4 -— no recommendaﬂons Nesxt meetmg March 18

Preliminary recommendation from staff (lucky me) is that— earnings still look to be in the $50 to $60
~million range. That will pay employee and employer’ reserves at 8%. Ligidate from the general reserve o
fund the budget. 13th check reserve wrll pay about 95 cents on the dollar.. Do not credit the insurance
‘reserve, but insurance will be paid next year because there is about 2 years worth of premium built up.
"Pay nothing else. Loriand | are working on the question of whether we have the authority to go to the

contlngency reserve or the general reserve for any of the other items. Fﬂm at 1 1 o C-

Rick is workmg on a couple of what lf scenarios relating to fundrng ratlo Hope fo have answers soon.
" New benefits are a question mapks We‘are“se"close{e the line-on. fundmg Tatiopthat Rick or | carinot
predict until labor relations gives us something specific. If they go the general member increase and

' increase the offset, my best guess is that with a flat xnvestment enviornment ie-no galns no losses we will

. <bearound83%. . . - .
_Gonna get ugly. . ST

“Larry -

© Lawrence B. Grissom-

Igrissom@sandiego.gov

- CC: '.Cath'y Lexin; Ed Ryan -

EXHIBIT #14
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’ -LawrenceB Grissom,

o Dont shoot e messenger — Nl

ST wWro e G ,Lm/

_ ‘From: - ". Terri Webster . - . L el mhm‘

- Tor - ' Lawrencé Grissom _ L ) . "
Date: ' ' . AMS025BSPM T .o o, #ERORL S0

. SUb.lerf. _Re Don't shoot the messenger-—-ll S A Pt

'larry
...it doesn't make sense that the ' C . :
: Board (or last resort City Council ) doesn't have the authorlty : ) . .
to credit less than 8%....... l’ll thirkk more about all-this and talk to you on Tuesday.....also awaiting actuary
. answers like how exactly calculate the $95.6 loss....also | think the 89.8% in around 89% smce it appears e
~ the actuary counted all of the 105M réserve as since versus just the 100M.....- - -

S35 Lawrence Gnssom 04/1 5/02 03 24PM 2> )

Please treat this'as conf' dentlal for the moment ..... haven't shared with.any of the other Board members -

ye'l:."' o o

* Earnmgs are currently projected at $43 Million: We have $17 mllllon in unreallzed losses in the Cap
. .Guardlan portl'ollo which we are transrtlonmg outof, ~ . . .

C* The Employer reserve was af $481imillion asz 1/31/027 That tlmes 8% is $38.5 mllllon leavmg atbest
_$4 5 million for the Employee ressrve. . Fiduciary cotunsel has- advised that the way the Muni Code is
structured, we have to credit Employer Employee and DROP reserves ‘at 8% and pay the budget-

" regardiess of the avallabllxty of earnings. That means expending assets — Employeg, aboz.%&g? B :
million, DROP, about $6 mllllon budget about $21 mrlllon total about $49 5 million, or 1% to \‘Vyrecluctlon '

"of the fundlng rafio, -

* 1 hope l‘m wrong, but projectr ns of the value of assets lead me to belleve that actuarial losses on

investments could be nearly hs much this year over last yeér. That could be & reduction in the -
" funding ratio o@ all else is equal Those two things, without any other actuarial losses or addltlons o
llabillties for new benefits, etc put us at about 80% Not a happy srtuatxon S .

* There are- some one tlme “ﬁxes that we can consrder such as tram'ernng outsude assets back mto
System assets, but | don‘t know whait to offer past that.

-

* lam trylng fo t' gure outa plan that will take the emphasis off of earmngs as currently det' ned as a’
means of fuhding benefits.. | need to know what the actual requirements are for establishing reserves,
crediting and charglng those reserves, etc. Can you point me in the right direction (except out of town)'???

e v - ."smufaf' '.e\;
Like lsald don't shoot the messenger. - = EY OV oy 5@&%’*&» Laey

temy L T sy T oy
o C- el MO LBy
- lgrissom@sandiego.gov -+~ : ‘ o L vz,
'(619)533-4655 R e T are _____...?—:—*
veo 9%
ot 94,
Lo 18
03 13

?
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[Terri Vebster - Fanding 1300, “Page T 1

o L - LT T e Bae sa 18/

. From: - . Terri Webster

\ “To: - Cathy Lexin’
. Subject:’ . funding ratio
U -0~
Cathy

[ recall you mentioning that Larry said we'll beata 84-86% fundxng ratlo at 6-30-02. That makes no
sense! | recommend.not.mentioning thaf especially-on Monday since we're getiing different storres ]
have an email from Larry; less than two weeks ago which projected it to be at 80% on :
6-30-02...the big drop (7% ?) will be due to FY 02 poor investment growth as well asa 1-2% loss dueto -
the FY02 earnings solution......so it makés no sense o me to now hear 84% .

,(mg,o welre at.89.0%:net 89:9% ‘Sirice tHE dctuary mlstakenly gave us credrt for $5 8 mllhon of port
moriey.
I thmk)l also mentloned to you that Rick has purchase of service members payments (assets) in hxs
ermula but not the liability for additional years of service because CERS staff said they didn't have that
" information. Now MBS.does have that informationin it so for the 6-30 <02 review the City once again will
' *-ge’g,another shocker, f 1 would hke to hear Larry s take on that. (1 would push to factor it in over 3 years

S

versus 3.oné fime hi).
- On Fnday, | did ask Rn:k if the Board could smooth out over 3-5years the $32 2m !oss in thxs years

actuary repoft
. (p. 10)thatis due- ta*CERS staff providing bad- data everthe years:i. he said yes the Board.has history -.

of doing phase ins on at least 2 other occasions so | was hoping fo discuss this with you before the next.
Board meeting and wrap it in the motion fo accept the report .. that should- help 1% or so but would still

not likely get us above the tngger

Let me know if yqu n_eed mo}re rnfo

EXHIBIT # 16
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§ # s g&j‘\ %’ e SIS ;
g For the record, to my knowledge the people workmg on this like myself, Holly, Bob Dan, Paul..... get no better
benefit under "Paul's or Holly's" version that the onglnal draftlyour write up...,. so the statement "pad your own

AL TR

benefits " is wrong

"We're looking at what is fair and reasonable and thinking of the General Members as a whole versus :
'rndlvrdually If their is a specific "hole™ or "risk™ in the theory that you see as the Retirement Administrator,” -

please let Cathy/Dan/all know immediately because at this point no one has'stated any problems with
"Paul's/Holly s" proposed solutton in terms of “detnment/hann/nsk“ to the system the City, or the members.

. Tem

s> Lawrence Grlssom 05/20/02 10: 03AM >>>

| Thrs was srmply my. attempt to deal with the concept in the orrglnal "@mﬁ":f.

Terr

. so what's wrong with a mmorlty oplmon’?‘?‘ ,

-, a~ er belng accused of violating: ™ "«
everything andwfultherlattemptmg@tod'pa " yaur own-benefitsyyou giys feal’ you get another bite at the apple,

go for it. 1 did not read Cathy as being at all amenable to changlng the basic concept. If she did, then great! | .
honestly don't care how we do it, so long as everyone is on the same page. No desire o move backward on

my part. You can't move backward untll you ve gotten somewhere in the first place. ’ T
Larry :

‘Lawrerice B. Grissom

Igrissom@sandiego.gov

'1(619)533-4655 . . | S S

>>> Terri Webster 0517 5:25 PM >>>  © - :
Why is this still out there? The maker of the "deal" Cathy/Dan clearly clarified that DRAFT language is not
binding and if there is a better way to do implement a 90% cap and the 2.5 at 55 that mieets the City, union,

: members and CERS needs.... then Flne we' re not stuck with the old language.

J

[ thought we were now all working on the same project of fine tumng that solutlon hence "Paul and Holly's"
versions that just need some tweaking on Monday ..we're almost there..... :

_Agam .why is Cathy 'S intenit still bemg questroned and desrres 0 move backwards are expressed?

Have a good weekend

Teri = S S
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