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From: -Jack McGrory = -(0/7&) ’CL:7 sz - / 34— o &g -

: o )
To: DISTRIBUTION S S I borY sk afﬂf)fry/
Date: 2/29/96 [/ EpaTon CudT |
Subject:  RETIREMENT . S - Ao\ oA i
HERE'S THE OUTLINE OF THE PACKAGE WE DISCUSSED WITH KEITH AND, LARRY: Nas A a(UA—

1. THE CITY CONTRIBUTION RATE REMAINS AT THE LOWER BIFURCATED RATE-IN FY 96 —— ——
AND FOR THE S -5 YEARS. ER—— ey

2. THE RETIRMEN AS MEJS"THE—JI:IABILITY FOR RETIREE HEALTH AND THE CITY /(we.
TRANSFERS THE( 12 M RESERVE YO THE SYSTEM. THE CODE SECTION DOING THIS WILL BE

CLEAR THAT THI AID FROM SURPLUS EARNINGS ON A PAY AS YOU GO _BASIS AND/‘MWM %I
THAT THIS LIABILITY CANNOT BE REFLECTED IN ANY W, WAY IN THE CITY'S CONTRIBUTION £7% ;7?
RATE.

1< e K
3. WE PROVIDE THE 1/2 AND 3/4 EMPLOYEE BENEFIT THAT WAS ,}\T COUNCIL. - (/P
4. Proo—s

WE ELIMINATE THE DISABILITY INCOME OFFSET. ~=— 0T e bin g e brvarad Ty E_,r
5. WE GUARANTEE HEALTH INSURANCE FOR THE PRE-80 RETIREES. 4,7‘ ttrapad grnmeis | 10
6. WE CONTINUE THE HEALTH INSURANCE CAPS. + ZfiururtZowmd Aciicn P S T EFoargs P,
7. WE DOUBLE THE 13TH CHECK BENEFIT FOR THE PRE-80 RETIREES. LY
8. THE SYSTEM SETS UP A 6 M 13TH CHECK RESERVE. Jbam T fannerg? flatnit imarin
9. WE PROVIDE A 3 YEAR OIPEN ENDED BUY BACK TO BE PAID, BOTH EMPLOYEEE AND ﬂW‘j
CITY CONTRIBUTIONS, BY THE EMPLOYEE - THIS WOULD BE A ONE TIME BENEFIT BUT -

COULD BE PAID BY ALLOWING EMPLOYEES TO TRADE SOPME % OF THEIR ANNUAL LEAVE AT % ~e
TERMINATION. "

\\ ‘m‘
PLS PROVIDE ANY COMMENTS ASAP. I MEET WITH KEITH AND LARRY AGAIN ON TUESDAY.

p//»f e 7% b Aﬂ/,ff&( 1 i — il Y

MKLVM¥W . /Mw% W?W »wwzw

e 26 kb grtr autrrn’
%:Vﬁ“ ///,{/,n. 57 Aﬁw{:%o% Xgﬁfréwjﬂ/ymu
/474;4,« ACON?/H)EN'"AL ;;L;/; /Q,m,e,.(:¢ f—v@ 7, /
* }’l

T by ¥4 s

&?\ Zé’ﬁ;)mr //‘0"}-4_ ( Z’/l{é— %( //_ﬁ,ﬁyﬂ, ﬂw«/l{? &r A f’ﬂff . /-rﬁr-f é/’
n i /] ,M{(,M%) ﬁwd s /,\/«Lp,,,u '-1; ,ﬁ /mé

Lo Con They e o 0 e s s o
/ O/L ﬂl‘?‘/ A5 b r}r\ 8 7,1/ /MC)

L/

URe Lyr

5 e gt F gk 2 sl FE et 4o

u/ﬂ« :J Vi Lrves c )
h /(/f“w{«!—-w. / yZ »Zcuv / s o /,é A{v’
?  Tnat PO/ A Aué{f,-}{ o /f ol Yz ,;2 0 He? %

£ Ui /z/.»/'f 2 P Avek / C ,,7‘;%/,,%7 //LZ.: ,

ol 7 /7‘“2#»» /“’ A
% Qa/ T&/% ,ﬁﬁn/w7 ;b/wcw/ Lrrpeid, ZZ”/ //

9‘“‘\7

00108



Exhibit 2



- SAN DIEGO CITY EMPLOYEE'S - - | | B
_ . L LS Ve abes Lealfack

MEMORANDUM

' 'eXec\rateplan.wpd_
To: Keith Enerson’

From: Larry Grissom
Subject: Prc_)posed Retirement Package

Date: March 1, 1996

What follows isa proposa! for 1mp1eme D :;ng % _ o L, ack and I discussed on
February 26. It is necessarily a little rough gy0 the e aintsed will start with reserve
crediting of undistributed income smce mg% of th -:?- g A e ?_%.@ut of this.

& Y=
RESERVES | o § & _

The first two items here %%robabl Nrost imp W tto me and Ed Ryan, but i 1mpact the

package. . wm“es:w?
' Pre = Req thi e 16 current year benefit payment prior 6" /

' fit o
S X-POJ \ﬁg 910 ex37 v, ";rg ,’3}(-

8 & GO Jeneral “ResEsustnto. the Employer Resewe and eliminate the Genera.kf'
&“de"i'ﬁoeferve N . > "'52‘-}’/00‘7* "’"- - N""J 7> S P
‘-;"ﬁ 3. Creatg o e
‘ 2¥a. The balanca _:'*’n‘i‘@eserve sha]l not exceed 1% of System assets at market value. (X | 5

5 @ & b Inthe eveﬁ%“ﬁi’ndxsmbuted eamings are insufficient, finds from this reserve will

5 sal “ F@L be used, i xmp_nongg order, to pay the insurance premmm (first) and the 13th check
co of o o ' “(second ,eg’i‘hls will provide a reserve sufficient to * protect” both of those benefits
O gaw for twetyears of insufficient earnings. ,
et d rename, if necessary) the Stabilization Reserve in the SDMC as follows:

5
o

....

m 3 B8se the existing Earnings Stabilization Reserve into this reserve and
;@‘“‘" eliminate that reserve. (Balance $10.7 million) Q%” ot

b. Credit this reserve annually with 50% of “surplu ndistributed earnings.
¢. Balance in this reserve shall not exceed $75 millioX. The percentage of
“surplus” undistributed earnings will be adjusted as necessary to keep this reserve
within the estzblished limit,

V_E-RFN-230-1610
CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2. 2004



Package memo, page 2

d. This reserve may be used to cover shortfalls in contributions in accordance
with the procedures described in () below.

e. All assets in this reserve will be held outside of assets used for the purpose
of the actua.nal valuatlon.

5. SDMC 24.0907.1 needs to be rewittea to specify the distributih - gs. If we
implement it to impact FY 95 earnings (which we should), tis et
order wbuld look like this: ($$ in millions)

FY 95 Und:stn'buted Ea.tmngs _

. Distribution ,
Credit Employee Rmrve :

Credit Employer Reserve
Administrative Budget
Advanced for FY 94 Insurance %
13th Check -
Create Contingency Reses$
Total Distributions
“Surplus” Undistribdted
- -4
| Credit 50% (518.85)eafR to E
) Reserve. -

mrent of insurance premium costs, capturing some of the
ently experiencing, and, as will be discussed later, possibily
¥There are three drawbacks to this approach.

7 1. Perception. §o like the Board is “giving” the City a lot of money. Th15 is,
frankly, a pohn &l and negonatlon issue. The negative perc_ept:on should be at least

PRTSiae counsel. 1 have no idea whatsoever how outside counsel will react to this plan
= WiEsEHould consider this carefully and thoroughly strategize out approach.

3. Holding Stabilization Reserve outside valuation assets. This means that Rick does not
count that amount as assets in the actuarial valuation. The net effect is to increase

‘ the System’s unfunded liability. For each $10 millign in unfunded liability, the City
contribution rate will increase approximatel¢.0 lm'- else being equal. This is why I

V_E-RFN-230-1611
CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2, 2004



package memo, page 3

recommended capping this reserve at $75 million, since that would mean an increase in the-
Clty contribution rate of about 1%. Two factors mitigate the rate increase. First, while it
is nearly 1mp0551b1e to predict with any accuracy, I don’t think the reserve will get that
high. Second, it is a question of trade-offs. At current payroll levels, 1% amounts to A
: between $3.5 and S4..O million, .whi'ch is 'Lhe'maximum only if the reserve ref es 1ts cap. “ (0&' g}o/l‘?",‘

~ for the next five years.
I have also discussed this conccpt with Rick 45
'actuanal standpoint with this reserve. -

‘RATE STABILIZATION

05 valation (effecuve July

effective July 1, 1996. Rick has indicated that the EAN o
for the ’@‘?ﬁzm ation is 9.2%, or a

-1, 1996) would be approximately 10.2%. - The PUC ra
dlﬁ'erence of 1%. When the conversion was made onrate
was 2.77%.

Theanalysxsbytheactua:y attheggn of copVErSE R Shakeiths _ :
begmnmg, but that, since PUC rates woui8 increas§slight(s prsniztty while EAN remains stable
-, (all else being equal), the “fines w111 ,‘._ 55" arougtfyear 22 e‘?' 30 year amortization period. The -
=== . PUC rate will be higher than E i _Azt ea¥amortization period. What has
‘ happened is that the gap has TN % njyour years. If things keep going the way
they have been, the lines willklerdsy'i _ . rwo' Sars, less than 10 vears after .

: ' s-'- PUC”&"EAN will be lower. Potenﬂally, PUC rates will i improve
Ho‘wever if those condmons remam at their current levels or

Anraly -3

V_E-RFN-230-1612
CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2, 2004
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package memo - page 4.

1. Rates.
If
PUC RATE-FY96
“EAN RATE -FY97+
terd
FY9 8 sm/“’ﬂ\ e
FY97 10.20%
FYos . 10.20%
FY99 L 1020% 8.
FY2000 1020% % 820%
7 i{\,”“j v-"\a‘-.
NOTES . 5 vQ* '
1. $$ in millions -

2. $3 DIFF calculated on the basns of FY96 payroll
3. Increase in RATE TOPAY in FY99 is smp T
4, Projected rates assume assumptxons match g«
benefits changes. &

5. Increase in RATE TO PAY in FY97 R FY98 ~kz e to:
unfunded habmty for dlsabxhty incorgé

@¥the RATE TO PAY
nsferred from the Stabmzatxon Reserve to

»
£ ~atd

the Cl*“”' D)
DIFF “‘;?L. o

\ 01;1d be whole,

t®work. We should have this amount at the end of this fiscal year.

7 YEAR LAGIN _1§u£s AND EARNINGS CREDITING. 3047
=t 4. This should £ be placed in the SDMC with the proviso that in the year follo g 2ny "“’:
year in Whlc sthe Stabilization Reserve is insufficient to pay the difference in contriutions V<
ich% e funded ratio of the System falls below 80%, this plan will sunset,

N i : mwg’

The City transfers 312 5 million from its Health Insurance Trust to the System.

The System establishes a separate Health Insurance Reserve with the $12.5 million,
Retiree health insurance becomes 2 CERS benefit.

Each year, the amount of the coming year’s projected premium cost will be taken from

1.
2.
3.
4.

' V_E-RFN-230-1613

CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2, 2004



. approxxmately $980 000.

package memo - - page 5

undlstn’buted eammgs and credited to the Health Insurance Reserve.
. 5. Actual premium cost and administrative charges will be charged to the Health R
Insurance Reserve. Projected cost for FY 96 is $4.9 million. '
6. Retiree health insurance program will be transferred i intact, mcludmg all existing rates

_.and caps. This will vest this benefit.. Since it is a benefit, the responsxblhty and control .

of the benefit design, i.e. carriers, rates, coverages, etc., must re
will write into the SDMC that the City reserves the ri :,; to take Big
program prior to the nnplementabon of any action bz#He Boarddp 3

* full actuarial basis. o o) webr%xue_, £x 5 i
7. Potential additional one ume cost of malcmg BKS bé N =R

Sithe City. We

DIS CUSSION Rick has indicated verbally and wxll co: %
with the concept of health insurance becommg a CERS heiie]
Retlree health i msyrance as it 1s presently stru

to transfer the currently structured hesl '
taxable benefit. It is not currently t___. €
dealt with a similar problem by inc#

This is the reason for point # bl

T,

-"'&ccomnmdate the exorbinite rates of the safety member indemnity -

n.;.\.e

BEEh retiree $4500 per year, which would quadruple the cost to
nearl 20 nnlhon and mgzw‘!gusly out of the question.

similar to the ~; afeteriat: '."-x Benefits plan aﬂ‘orded active employees To do this

oo My recommengdfion to handle these problems is as follows:
£ 1. Bring rem@’health insurance under CERS effective July 1, 1996 as described above.
. Cn T &5 one time mcrease of 20% to cover the tax cost.

.....

rce to work with actuaries, consultants and legal counsel as necessary to develop 2
non taxable plan for retires health insurance (which may include elimination of union sponsored

. plans) to be effective July 1, 1997.

If the task force does not develop workable non taxable plan by that date, the taxable plan
will continue. However exira payment to cover the tax cost will not continue. One possible

V_E-RFN-230-1614
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. already been paid) is $751,000 based on those

- OTHER ISSUES

package memo - page 6 g L & M ‘

solution by which t gt@hc number of levels of benefits paid would be as follows: one level
each for police and fire; one Jevel for retirees over age 65 and eligible for Medicare; one level for
retirees less than 65 and subject to the $2000 cap; one level for retirees Icss than 65 and not

subject to the $2000 cap.

BENEFITS CHANGES - .

1. Elimination of the disability income offset. This is & win wi
increasing contributions to pay off the unfunded liability andiwe <
recovery under the presently structured plan will be mini
actuarial assumptions. This means that this s a cost freg
- 2. Grant the Virgxma Sﬂverman purchase Roll '.
descnbed below.’ 5%'7 5(;/ Ot
3. Make pre 80 health insufance coverﬁg a pe' 18]

thls isa closed group. Cost is built in to pmjecuons of %
4. Double 13th check amount for pre 80 1

will be slightly less because this is a closed g
5. Change purchase of service. - Mgf
a. Keep refunds, proba i ;j

E mﬂy hlgher leave] ': S ,. s at retirement than females) Safety members are likely to
sg@ at the cost cal of basis becanse their contributions rates are so much higher than
eeral members (150% mployee and 300% employer). There are always solutions. I have

3;‘ to Bob Blum aﬁ" Rick and we are working on a variety of ideas. I may not have time to
by March 5, but will shortly thereafter.

usEnicrease general member formula.

DISCUSSION  Working with Rick on design and costs. Again, may not have a good proposal
by March 5, but will shortly thereafter, .

V_E-RFN-230-1615
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package meo - page 7

1. Jack agrees to go to Council and recommend that they direct the Manager and the
Board to study and report back with recommendations separately on the following issues:
a. Disability retirement benefits design. :
b. Bringing CERS into compliance with relevant State law regardmg the treatment
of reurements benefits in d:ssohmons

damned actua.ry” “your damned lawyers” or “your damiiedBo o3
which is the day after I retire. -

ST.M&ARY

Tlns is a good plan. It gives the City nearly, $4 :
It moves the health insurance problem towards, : bETs and retirees a
package of benefits that are attractive. It a
providing a measure of protection. It solyg Some g
provxde a sufficient ratio of increased besshits and gets to %
give safety members and retirees, pa:;& arly tl}gjatter all z%t they might want; but it does
represent a significant improveme %ﬁ;&“ :

V_E-RFN-230-1616
CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2, 2004
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DATE:
TO:
FROM:

SUBJECT:

! Office of
> The City Attorney
City of San Diego
MEMORANDUM

236-6220

February 29, 1996
Charles G. Abdelnour, City Clerk
City Attorney

Closed Session Agenda Items for March 5, 1996

Please place the following matters on the City Council Closed
Session docket for Tuesday, March 5, 1996 at 9:00 a.m.

I. Conference with Legal Counsel - existing litigation,
pursuant to California Government Code section 54956.9(a): /

a. San Diequito Partnership v. City
- S.D. Superior 675245
b. Marschall v. City
S.D. Superior 685611
c. San Diego Public Facilities Financing Authorlty
v. Rider, et al.
S.D. Superior 693578
d. City v. Rider, et al.
S.D. Superior 697147.

II. Conference with Real Property Negotiator - property
acquisition, pursuant to California Government Code section

54956:

a. In the matter of authorizing Robert 'J. Collins of
the City of San Diego, to represent the City Manager in
negotiating with Bob Payne of Fairbanks Ranch Country
Club, with regard to the sale of the property located
at 15150 San Dieguito Road. '

b. In the matter of authorizing Robert J. Collins of
the City of San Diego, on behalf of the City Manager to
negotiate with C. Michael Cross, Executive Vice
President, Sea World of California, with regard to
lease of the properties located at: 1) 1720 South
Shores Road in Mission Bay Park, commonly known as Sea
World of California, and 2) approx1mately 12-16.5 acre
parcels of land located .adjacent to and easterly of Sea
World of Cglifornia.



Charles G. Abdelnour, City Clerk
February 29, 1996
Page 2

III. Conference with Labor Negotiator, pursuant to Government
Code section 54957.6:

Agency negotiators: Jack McGrory, Bruce Herring,
Cathy Lexin, Bill Lopez

Employee organizations: Municipal Employees
Association, Local 127 AFSME,
AFL-CIO, Local 145
International Association of .
Firefighters AFL-CIO, San
Diego Police Officers
Association

JOHN W. WITT, City Attorney

By

JMK:js
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1 Office of
*%he City Attorney
City of San Diego

T MEMORANDUM

u o 236-6220
DATE: March 14, 1996
TO: ' Charles G. Abdelnour, City Clerk
FROM: City Attorney

SUBJECT: Closed Session Agenda Items for March 19, 1996

Please place the following matters on the City Council Closed
Session docket for Tuesday, March 19, 1996 at 9:00 a.m.

I. Conference with Legal Counsel - existing litigation,
pursuant to California Government Code section 54956.9(a):

a. San Diequito Partnership v. City
S.D. Superior 675245
b. Glaser v. City
U.S. District 95-3632H(BRTM)
c. Huerta v. City
S.D. Superior 688649
(Davis v. City
S.D. Municipal 571102
Valdez v. City
S$.D. Municipal 578485)

d. U.S.A. v. City
U.S. District 88-1101-B

e. City v. City of Coronado, et al.
S.D. Superior 690791
f. The Right to Vote Committee, et al.
v. City
S.D. Superior 698120.

ITI. Conference with Legal Counsel - anticipated litigation -
significant exposure to litigation, pursuant to Callfornla
Government Code section 54956.9(b):

a. Kilgarif v. City.

IITI. Conference with Labor Negotiator, pursuant to Government
Code section 54957.6:

Agency negotiators: Jack‘McGrory, Bruce Herring,
Cathy Lexin, Bill Lopez



Charles G. Abdelnour
March 14, 1996
Page 2

Employee organizations:

JMK:js

Municipal Employees
Association, Local 127 AFSME,
AFL-CIO, Local 145
International Association of
Firefighters AFL-CIO, San
Diego Police Officers ‘
Association

JOHN W. WITT, City Attorney

Z%

ohn M. Kaheny
Assistant City Attorney

By

W



e

March 19, 1996

CLOSED SESSION
AGENDA

March 19, 1996

San Dieguito Partnership v. City

VGlaser v. City “

Huerta v. City

U.S.A. v. City

City v. City of Coronado, et al.

The ﬁght to VotevCommittee, et al. v. City

Kilgarif v. City

. Meet and Confer

Redevelopment



Exhibit 5



Office of
The City Attorney
City of San Diego

MEMORANDUM
236-6220
DATE: April 11, 1996
TO: - Charles G. Abdelnour, City Clerk
FROM: City Attorney |

SUBJECT: Closed Session Agenda Items for April 16, 1996

Please place the following matters on the City Council Closed
Session docket for Tuesday, April 16, 1996, at 9:00 a.m.

I. Conference with Legal Counsel- - existing litigation, -
pursuant to California Government Code section 54956.9(a):

a. San Diego Public Facilities Financing Authority
v. Rider, et al.
S.D. Superior 693578
b. City v. Rider, et al.
S.D. Superior 697147
c. U.S.A. v. City
, U.S. District Court 88-1101-B
d. Robertson v. Sterling, et al.
S.D. Superior 683883.

II. Conference with Legal Counsel -~ anticipated litigation -
significant exposure to litigation, pursuant to California
Government Code section 54956.9(b):

a. 29th Police Academy Pay Issue
b. East Elliott Community Area.

ITI. Conference with Real Property Negotiator - property
‘acquisition, pursuant to California Government Code section
54956.8: :

a. In the matter of authorizing Robert J. Collins of
the City of San Diego, to represent the City
Manager in discussing the matter of marketing
Eastgate Technology Park, presentation by Rick
Sparks of CB Commercial regarding negotiations
with Hye-Hyung-Paik for a portion of Lot 4B.



\

Charles G. Abdelnour
April 11, 1996
Page 2

IV. Conference with Labor Negotiator, pursuant,K to Government

Code section 54957.6:

Agency negotiators:

Jack McGrory, Bruce Herring,

Cathy Lexin, Bill Lopez

Employee organizations:

JMK:js

Municipal Employees
Association, Local 127 AFSME
AFL-CIO, Local 145
International Association of
Firefighters AFL-CIO, San
Diego Police Officers
Association

JOHN W. WITT, City Attorney

L el 42

hn M. Kaheny %
Assistant City Attorney




“n
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April 16, 1996

CLOSED SESSION
AGENDA

April 16, 1996

San Diego Public Facilities Financing Authority v.
Rider, et al.

City v. Rider
U.S.A. v. City
Robertséh v. Sterling, et al
29th Police Academy Pay Issue
East Elliott Community Area
In the matter of authorizing Robert J. Collins of the City of San Diego, to
represent the City Manager in discussing the matter of marketing Eastgate
Technology Park, presentation by Rick Sparks of CB Commercial regardmg

neootlatlons with Hye-Hyung -Paik for a portion of Lot 4B

Meet and Confer



Paaa ]

. '. . . . . { ) | __/.—)

CITY OF BAN DIEGO, CALIFORNIA
COUNCIL CLOSED SESSION MINUTES
April 16, 1996
(9:10 a.m. - 10:17 a.m.)

ATTENDANCE:

COUNCIL ,

Golding 9:18 = Kehoe X_ Stallings np
Mathis X Stevens 9:17 McCarty X
Wear $16 Warden X Vargas . X

CITY MANAGER STAFF
McGrory, Culbreth-Graph Herrlng, Loveland, Belock, Snapper, °
Frazier.

CITY ATTORNEY STAFF
Kaheny, Girard, Sumption, Bromfield, Fltzpatrlck, Mac Ateer

AUDITOR
Ryan, Webster.

CITY CLERK_STAFF .
Fishkin, Pontecorve, Huhn.

SUBJECT #4:  Robertson v. Sterling, et al.
8.D. Superior 683883

ACTION: Motion by McCarty to approve the settlement in the
amount of $20,000. Second by Warden.
Vote: Unanimous; 4,6,M-not present.

Aud. Cert. No. 9601096
R-287210-

SUBJECT #6: East Elliott Community Area

The City Manager provided Council with an up-date
on the acquisition of land in the East Elliott
Community.

ACTION: Motion by McCarty to move forward with the
City Manager’s recommendation. . Second by Kehoe.
Vote: Unanimous; 4,6,M-not present

0115



Closed Session
April 16, 1996

Page 2

SUBJECT #1:

ACTION:

SUBJECT

ACTION:

SUBJECT

ACTION:

#2:

#5:

Minutes of

gan Qiego'gublic Facilities Financing Authority v.

Rider, et al.

8.D. Buperior 693578

Girard briefed Council regarding the time limit
for filing a Notice of Appeal which runs on

May 2, 1996. He also discussed different case
scenarios depending on the decision from the Court
of Appeals.

Information only. No action necessary.

city v. Rider, et al.
8.D. Buperior 697147

McGrory briefed Council regarding the Stadium
expansion and the construction contract. He also
briefed Council regarding the training facility
construction project negotiations.

Information only. No action necessary.

U.8.A. city
U.8. sttr;ct Court 88~ 1101-8

" McGrory briefed Council on the water and sewer

main replacement and the program for replacing 170
miles of mains. There was also Council discussion
regarding the cost of this progran.

Information only. No action necessary.

0116



Closed_Session

April 16, 1996

Page 3

SUBJEBCT #7:

ACTION:

Minutes of

In the matter of authorizing Robert J. Collins of
the city of San Diego, to represent the

City Manager in discussing the matter of marketing
Eastgate Technology Park, presentation by Rick
Sparks of CB Commercial regarding negotiations
with Hye-Hyung~Paik for a portion of Lot 4B.

Rick Sparks briefed Council on the negotiations
for this lot. There was Council discussion
regarding the market price per square foot of
land. :

Information only. No action necessary.

This pdrtlon of the Closed Session Meeting halted at 10:17 a.m.
Council discussion followed pertaining to the Meet and Confer

issues.

Council reconvened at 2:00 p.m. to continue Meet and Confer

issues.

0117
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SDCERS' RETIREMENT BOARD OF ADMINISTRATION
THURSDAY, APRIL 18, 1996
'MINUTES

The Retirement Board of Administration held its regularly scheduled meeting in the System’s Board
Room. Location: 525 “B” Street, Suite 1120, San Diego, CA 92101. The meeting was called to
order at 3:05 p.m. by Keith Enerson.

Board Present: Keith Enerson, Chair; Paul Barnett, Ron Saathoff, Bruce Herring, Jack Katz,
John Casey, Paul Barnett, Sharon Wilkinson, Terri Webster, Conny Jamison,
Robert Scannell, John Torres, Ann Parode

Also Present: Lawrence Grissom, Lori Chapin, Sally Zumalt, Cynthia Hilliard, Jan Beaton,
Christine Kachulis, Doug McCalla, Ray Fleming, Linda Brewton, Patrick
Lane, Gloria Oloya, Ed Oliva, German Gonzalez, Mary Heath, Cathy Lexin,
Bill Peterson, Nancy Neumann, Robert Steele, Charles’ Abdelnour, Cindy
Titgen, Attorney Michael Wax

Ann Parode was sworn to office by Charles Abdelnour, City Clerk.
L CONSENT AGENDA ITEMS #1 - 5 (ACTION REQUESTED)

1. SERVICE RETIREMENTS - APPROVAL RECOMMENDED

MOTION TO MOVE APPROVAL OF CONSENT AGENDA ITEMS #1-5 (SERVICE
RETIREMENTS; INDUSTRIAL DISABILITIES RECOMMENDED FOR APPROVAL;
STATEMENT OF MEMBERSHIPS; WITHDRAWALS OF CONTRIBUTIONS; MARCH
MINUTES; AND THE AUDITOR AND COMPTROLLER'S REPORT THROUGH
MARCH 31, 1996):

RON SAATHOFF
SECOND: : JACK KATZ
BOARD: UNANIMOTUS

MOTION PASSED.

A Winford Kitts, Police Officer Il/Detective. Police Departthent. Age 52.00, with 28.14 Years
of creditable service. Effective date of 4/20/96. Estimated monthly allowance of $3,020.95

Plus $92.37 Cost-of-living annuity, maximum benefit with surviving spouse provisions.
(Board Rule 17B)

B. - Thomas Hall, Police Captain. Police Department. Age 53.00, with 31.09 Years of
creditable service. Effective date of 4/1/96. Estimated monthly allowance of $5,281.64 Plus
$117.48 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

C.  Patricia Burns, Secretary/Engineering. UPD. Age 62.00, with 24.26 Years of creditable
service. Effective date of 4/1/96. Estimated monthly allowance of $1,651.84 Plus $65.95
Cost-of-living annuity, maximum benefit.
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D.

Russell Johnson, Equipment Operator I, Transportation. Age 62.25, with 40.26 Years of
creditable service. Effective date of 4/22/96 . Estimated monthly allowance of $2,106.43
Plus $46.70 Cost-of-living annuity, maximum benefit.

George Howland, Jr., Fire Engineer. Fire Department. Age 60.75, with 33.00 Years of
creditable service. Effective date of 4/15/96. Estimated monthly allowance of $3,705.21
Plus $123.13 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

Kenneth White, Section Chief, Engineering Department, UPD. Age 65.00, with 21.04 Years
of creditable service., Effective date of 3/30/96. Estimated monthly allowance of $3,254.46
Plus $118.01 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

Edward G. Firkins, Jr., Project Officer II, Park and Recreation. Age 65.00 , with 38.02 Years
of creditable service. Effective date of 4/20/96. - Estimated monthly allowance of $4,586.54
Plus $92.76 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

Robert E. Hultquist, Fire Engineer, Fire Department. Age 53.00, with 27.75 Years of
creditable service. Effective date of 4/13/96. Estimated monthly allowance of $2,912.26
Plus $101.12 Cost-of-living annuity, maximum benefit with surviving.spouse provisions.

James L. Spotts, Management Assistant to City Manager, Water Utilities. Age 62.25, with
27.83 Years of creditable service. Effective date of 4/22/96. Estimated monthly allowance

of $4,263.55 Plus $87.77 Cost-of-living annuity, maximum benefit with surviving spouse
provisions.

Laurence Wilson, Associate Traffic Engineer, Engineering Department. Age 69.50, with
6.31 Years of creditable service. Effective date of 4/9/96. Estimated monthly allowance of
$193.41, maximum benefit with surviving spouse provisions.

Larry A. Weckman, Financial Operations Manager, Auditors. Age 55.00, with 27.84 Years
of creditable service. Effective date of 4/6/96. Estimated monthly allowance of $2,485.31
Plus $46.77 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

James P. Williams, Police Officer II, Police Department. Age 55.00, with 17.40 Years of
creditable service. Effective date of 4/12/96. Estimated monthly allowance of $1,141.74
Plus $69.46 Cost-of-living annuity, maximum benefit. (Deferred)

REFER TO PAGE 1 FOR THE MOTION ON SERVICE RETIREMENTS #1D - L.
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M.  Freeman A. Grant, Airport Operations Asst., UPD. Age 62.00, with 10.18 Years of
creditable service. Effective date of 3/8/96. Estimated monthly allowance of $575.04 Plus
$27.69 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

(Option II)

N. Ruth I. Barber, Secretary, Planning Department. Age 65.00, with 9.18 Years of creditable
service. Effective date of 1/20/96 . Estimated monthly allowance of $95.03. Maximum
benefit.

0. Paul G. Garfield, Fire Captain, Fire Department. Age 55.50, with 27.62 Years of creditable
service. Effective date of 4/6/96. Estimated monthly allowance of $3,598.98 Plus $119.47
Cost-of-living annuity, maximum benefit with surviving spouse provisions. (Board Rule 17B)

STATEMENTS OF CERS MEMBERSHIP

REFER TO PAGE 1 FOR THE MOTION ON SERVICE RETIREMENTS #1. M-O; AND,
ITEM #2.
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3. WITHDRAWALS OF CONTRIBUTIONS

Gwendolyn Davis Council Quit $ 1,665.21
Frank Ducote Planning Quit 6,185.55
Michael King UPD/General Quit 2,907.06
Caroline Riggs Police Quit 4.817.67
Elaine Reed Park & Rec. Quit 4,196.85
Daniel Melody | UPD/General Quit 11,755.92
Sandra Davis Financial Tech. Serv. | Quit 12,069.37
Denise Ward : Building Inspection Quit 1,406.88
Christopher Dunnum Waste Water Quit 6,360.18
Maxine Coney Council Quit  287.52
Savi Swick UPD/General Quit 384.56
Peggy Cooper Park & Recreation | Quit 7,834.85 -
Carol Maxwell Personnel ' | Quit 4,761.07
Margaret Lawson Police | Quit 5,793.28
Herbert Montgomery ‘Water Utilities “Quit 3471
Catherine Alegria - General Services Quit 7,188.04
Daniel Hinesh UPD/General Quit 6,978.11
‘Carla Bryant City Clerk Quit 5,533.53
Susie Heustis UPD/General Quit 833.77
George Arias Police Quit 6,050.37
James A. Burks, Jr. Waste Water Quit 5,679.49
Katherine Seiber Council | Quit 744.09
Laini Busara Planning Quit -3,996.29
Jeffrey J. Smith Property Quit 465.17
Alfredo Flores Withdrawals of Contributions 2,897.05

Death Benefit 2,579.67

TOTAL

$113,406.26

4. DISPENSE WITH THE READING AND APPROVAL OF THE MINUTES OF 3/15/96

5. APPROVAL OF THE AUDITOR AND COMPTROLLER'S REPORT THROUGH
3/31/96 '

REFER TO PAGE 1 FOR THE MOTION ON ITEMS #3, #4, AND, #5.
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IL ADM]NISTRATIVE RECOMMENDATIONS TO APPROVE THE FOLLOWING
INDUSTRIAL DISABILITIES

A Mary Heath, Library Clerk, Library. Age 58.25, with 13.82 Years of creditable service.
Effective date of 4/20/96. Estimated monthly allowance of $692.77 Plus $34.38 Cost-of-
living annuity, maximum benefit with survwmg spouse provisions.

B. Winford Kitts, Police Officer I/Detective, Police Department. Age 52.00, with 28.14 Years
of creditable service. Effective date of 4/20/96. Estimated monthly allowance of $3,020.95
Plus $106.12 Cost-of-living annuity, maximum benefit with surviving spouse provisions.
(Board Rule 17B)

C. Nancy Neumann, Legal Secretary, City Attorney. Age 44.25, with 6.30 Years of creditable
service. Effective date of 4/20/96. Estimated monthly allowance of $938.98 Plus $14.86
Cost-of-living annuity, maximum benefit.

D. Ronald Steele, Laborer, Water Utilities.’ Age 39.25, with 5.18 Years of creditable service.
Effective date of 2/2/96. Estimated monthly allowance of $630.87 Plus $6.47 Cost-of-
living annuity, maximum benefit with surviving spouse provisions. (Option I)

E. George Cason, Police Officer I, Police Department. Age 58.75, with 16.57 Years of
creditable service. Effective date of 12/1/95. Estimated monthly allowance of $2,085.84

Plus $104.03 Cost-of-living annuity, maximum benefit with survxvmg spouse provisions.
(Board Rule 17B)

F. Kattie McGee, Police Officer I, Police Department. Age 41.50, with 9.31 Years of
creditable service. Effective date of 4/20/96. Estimated monthly allowance of $1,969.16
Plus $24.54 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

REFER TO PAGE 1 FOR THE MOTION ON INDUSTRIAL
DISABILITIES ITEM IL A-F. :

IOL  ADMINISTRATIVE RECOMMENDATIONS TO DENY THE FOLLOW]NG
INDUSTRIAL DISABILITIES

A. Carc;lyn Harshman, Orga.nizatidn Effectiveness Specialist II, Building Inspection. Age 42.50,
with 8.34 years of creditable service. Effective date of 6/17/95. Estimated monthly
allowance of $1,207.53 plus $7.60 cost-of-living annuity, maximum benefit.
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B.

Alice Roque, Forensic Alcohol Analyst, Police Department. Age 48.75, with 5.46 Years of
creditable service. Effective date of 5/10/95. Estimated monthly allowance of $1,158.24 Plus
$17.27 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

MOTION TO APPROVE ITEMS #III A-B; AND, ITEMS #IV A-G:

RON SAATHOFF
SECOND: JACK KATZ

DISCUSSION:
Mr. Grissom stated that staff had notified applicants and their attorneys that items ITI and IV would

be continued until May. Therefore, he requested that the Board postpone action on these items until
the May meeting.

Mr. Casey stated that it would be necessary to table the previous motion.

ITEMS #IITI A-B and ITEMS #IV A-G WERE CONTINUED TO MAY 15, 1996.

IV. ADMINISTRATIVE RECOMMENDATIONS TO REFER THE FOLLOWING
INDUSTRIAL DISABILITY APPLICANTS TO A HEARING OFFICER

A

Bradley Brown, Fire Engineer, Fire Department. Age 55.00, with 25.73 Years of creditable
service. Effective date of 6/28/94. Estimated monthly allowance of $2,830.90 Plus $105.98

Cost-of-living annuity, maximum benefit with surv1vmg spouse prov1s10ns
(Board Rule 17B)

Harry Coleman, Fire Captain, Fire Department. Age 56.75, with 29.62 Years of creditable
service. Effective date of 10/28/95. Estimated monthly allowance of $3,802.70 Plus

$149.41 Cost-of-living annuity, maximum benefit with surviving spouse prov151ons
(Board Rule 17B)

Tony Jefferson, Sanitation Driver I, Environmental Services. Age 28.75, with 1.13 Years
of creditable service. Effective date of 4/20/96. Estimated monthly allowance of $755.43
Plus $1.16 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

Eugene MacConaghy, Police Officer II, Police Department. Age 36.25, with 9.68 Years of
creditable service. Effective date of 4/20/96. Estimated monthly allowance of $2,224.78
Plus $25.43  Cost-of-living annuity, maximum benefit with surviving spouse provisions.
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E. Katherine McElyea, Police Dispatcher, Police Department. Age 36.50, with 1.10 Years of
creditable service. Effective date of 5/10/95. Estimated monthly allowance of $876.93 Plus
$2.12 Cost-of-living annuity, maximum benefit.

F. Cheryl Talley, Meter Reader, Water Utilities. Age 43.25, with 7.23 Years of creditable
service. Effective date of 4/20/96. Estimated monthly allowance of $663.07 Plus $3.80
Cost-of-living annuity, maximum benefit.

G. Linda M. Gruss, Parking Enforcement Officer, Treasurers. Age 44.00, with 1.70  Years
of creditable service. Effective date of 2/5/96. Estimated monthly allowance of $714.29
Plus $2.92 Cost-of-living annuity, maximum benefit with surviving spouse provisions.

ITEMS #IV A-G WERE CONTINUED TO MAY 15, 1996.

V.  ADMINISTRATIVE RECOMMENDATION TO APPROVE THE FOLLOWDJG
'NON-INDUSTRIAL DISABILITY

1. Robert Burkert, Equipment Mechanic, General Services. Age 64.25, with 10.45  Years
of creditable service. Effective date of 3/9/96. Estimated monthly allowance of $1,058.78

Plus $31.96 Cost-of-living annuity, maximum benefit with surviving spouse provisions.
(Board Rule 17C)

2. Dexter Wittman, Police Officer II, Police Department. Age 35.75, with 13.39 Years of
creditable service. Effective date of 4/20/96. Estimated monthly allowance of $1,352.19

Plus $32.17 Cost-of-living annuity, maximum benefit with surviving spouse provisions.
(Board Rule 17A) -

MOTION TO MOVE APPROVAL OF THE NON INDUSTRIAL DISABILITY
APPLICATIONS OF ROBERT BURKERT AND DEXTER WITTMAN: :
' RON SAATHOFF

SECOND: JACK KATZ
BOARD: UNANIMOUS

MOTION PASSED.

i VL. ADMINISTRATION ' I

A)  REVIEW AND FOLLOW-UP AND ACTION AS NECESSARY ON STRATEGIC
PLANNING WORKSHOP
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Mr. Grissom asked for direction on how the Board would like Staff to move forward with
information obtained at the Strategic Planning Workshop.

Staff was directed to place the list of "Goals and Objectives" in priority order, place a time
line on each item, and bring their recommendations back in May or June.

B) FOLLOW-UP ON SCHEDULING THE BOARD’S HALF DAY WORKSHOP FOR
DOMESTIC RELATIONS ORDERS

Mr. Grissom reported that the Board's Domestic Relations Orders Workshop has been
scheduled for Friday, April 26, 1996 at 9:30 a.m. '

) CERTIFICATION OF THE GENERAL MEMBER ELECTION
Mr. Grissom stated that the General Member election had occurred, and that a run-off would
be necessary. He stated that run-off election materials would be sent out with the April 19,
1996 paychecks.

MOTION TO CERTIFY THE GENERAL MEMBER ELECTION RESULTS (A
COPY IS ATTACHED TO THESE MINUTES): -

- JACK KATZ
SECOND: - JOHN CASEY'
BOARD: - - - UNANIMOUS

MOTION PASSED.

l VII. BUSINESS PROCEDURES COMMITTEE REPORT - RON SAATHOFF, |
CHAIR

ITEM VII WAS CONTINUED TO THE MAY MEETING.

1. OLD BUSINESS - CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY
A THE FUTURE ROLE OF THE HEALTH ADVISORY SUBCOMMITTEE

B. FISCAL YEAR ‘97 OPERATING BUDGET

2. NEW BUSINESS - CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY

A, PRESENTATION AND SELECTION OF CONSULTANT TO EXAMINE SDCERS’
DISABILITY RETIREMENT PROCESS
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B.  RATIFICATION OF COLA ADJUSTMENT

C.  REVIEW OF PSYCHIATRIC EVALUATIONS IN THE DISABILITY PROCESS

3. APPROVAL OF ED OLIVA AND JOHN CASEY TO ATTEND THE “FUNDAMENTALS
OF QUALIFIED RETIREMENT PLANS” 4/23/96 IN SAN DIEGO

1 V. INVESTN[ENT COMMITTEE MEETING REPORT - ROBERT SCANNELL, I
CHAIR

1. REPORTS - CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY
A MANAGER WATCHLIST

With the exception of the removal of Bond Procope, Mr. Scannell stated that there
were no changes to the report.

B. REAL ESTATE SUBCOMMITTEE

Mr. Scannell addressed Items #2D and #2E with this item. He stated that CB
Commercial and John Burnham Company are in the process of short listing buildings
on the buy and lease side for the Board's review. They have indicated that their short

lists will be completed by the end of April. Staff was directed to notnfy the full Board
of the date(s) of the on-site visits. -

Mr. Enerson indicated that on site visits would occur the first week of May.

C. STATUS OF THE TRANSFER OF ASSETS FROM BOND PROCOPE TO
GLOBEFLEX

Mr. Scannell reported that Staff had indicated that the transfer of assets from Bond
Procope to Globeflex had gone smoothly.

D. CHANGE IN MINORITY OWNERSHIP AT SMITH GRAHAM AND COMPANY
Mr. Scannell reported that Smith Graham had sold 40% of their ownership to a

Dutch manager. It is anticipated that this change will be a beneficial resource to
CERS.
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E. IPC QUARTERLY PERFORMANCE REPORT 12/31/95

Mr. Scannell stated that Bruce Eidelson of IPC, had provided the Committee with an
overview of SDCERS' performance through 12/31/95. He reported that SDCERS'
total return of 2.3% for the quarter was above the IPC benchmark, and that there had
been a net appreciation of zero. He directed the Board to review their IPC reports
for further detail.

2. OLD BUSINESS - CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY

A

ASSET ALLOCATION IMPLEMENTATION PLAN

1) STATUS OF DUE DILIGENCE AND FUNDING OF ROGGE GLOBAL
PARTNERS INTERNATIONAL FIXED INCOME ACCOUNT

Mr. Scannell reported that: 1) SDCERS’ target allocation is very close to the
asset mix; and, 2) the Board had waived their guidelines to perform due
diligence at the March meeting, contingent upon staff performing a more in-
depth credit reference check. Staff and Callan have indicated that Rogge
received very high marks, and that they have not been terminated by any
clients.

REQUEST BY SEC PARTNERSHIP TO EXTEND MORTGAGE LOAN

Staff indicated that the loan is status quo and that SDCERS continues to collect the
higher interest rate of 10.5%.

PRESENTATION BY SECTOR CAPITAL MANAGEMENT ON THEIR S&P 500
ENHANCED INDEX PROCESS

Mr. Scannell informed the Board that representatives of Sector Capital Management
had made a presentation at the Investment Committee meeting. Because of the time
allotment, this item was continued to May, 1996.

REVIEW AND SELECTION OF LEASABLE OFFICE SPACE SITE(S) FOR
FURTHER EVALUATION

REVIEW AND SELECTION OF PURCHASABLE OFFICE SPACE SITE(S) FOR
FURTHER EVALUATION

ITEMS 2D & 2E WERE ADDRESSED WITH ITEM VIII B, PAGE 9.
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3. NEW BUSINESS - CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY

A. APPROVAL OF REPORTED ACTIONS TAKEN BY INVESTMENT MANAGERS
PURSUANT TO INVESTMENT GUIDELINES THROUGH MARCH 31, 1996 -

MOTION TO MOVE APPROVAL - ROBERTSCANNELL
SECOND: JACK KATZ
BOARD: UNANIMOTUS
MOTION PASSED.

B. APPROVAL OF THE RENEWAL OF VARIOUS INVESTMENT ADVISOR AND
SERVICE PROVIDER CONTRACTS

Mr. Scannell stated that approving Staff's recommendation would give them authority to
forward contracts that are up for renewal directly to the President for his signature. He stated
that all contracts would continue to include the 30 day termination clause language, and that
the Investment Committee had recommended that Ashland's contract be an-exception to staff's
recommendation.

MOTION TO APPROVE STAFF'S RECOMMENDATION, WITH THE
EXCEPTION OF ASHLAND ASSET MANAGEMENT’S CONTRACT:

ROBERT SCANNELL

SECOND: CONNY JAMISON
BOARD:

Mr. Casey questioned whether this would give staff the authority to continually approve
contracts. |

Mr. Scannell stated that this would give the President the authority to renew the contracts,
not Staff.

Additionally, Mr. McCalla stated that any contracts that are being renegotiated would come
before the Board for their approval prior to being signed by the President.

Mr. Grissom emphasized that contract changes would be brought to the Board's attention
prior to being forwarded to the President.



SDCERS RETIREMENT BOARD OF ADMINISTRATION
THURSDAY, APRIL 18, 1996

MINUTES

PAGE 12

Mr. Casey recommended that the contract language be amended to prevent vendors from
hiring trustees for a certain period of time.

Mr. Grissom stated that this should be included in the Board Rules, not the contracts.

i

Mr. Scannell said approving this recommendation is simply an administrative function.

McCalla stated that if the Board sets a policy preventing vendors from hiring trustees for a
certain time period, that language would be incorporated into the contract language as well.

Call for the Question to approve Staff's recommendation with the exception of Ashland
Management's contract:

BOARD: UNANIMOUS
MOTION PASSED.

C. REVIEW OF ALTERNATIVE DOMESTIC EQUITY LARGE CAP GROWTH
STYLE MANAGERS FOR POTENTIAL REPLACEMENT OF ASHLAND
MANAGEMENT

Mr. Scannell stated that after discussion of this issue at the Committee meeting, Staff
had been directed to come back with further analysis in May or June.

D. APPROVAL OF THE SALE OF CASCADE VILLAGE APARTMENTS AS

RECOMMENDED BY RREEF

MOTION TO MOVE APPROVAL: ROBERT SCANNELL
- SECOND: : _ JACK KATZ

BOARD: , UNANIMOUS

IX. CONSIDERATION AND REQUEST FOR ACTION AS NECESSARY OF
ITEMS PULLED FROM CONSENT AGENDA
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X. REPORTS OF OFFICERS
A. PRESIDENT
B. TRUSTEES
C. ADMINISTRATION
D. ATTORNEYS

Mr. Enerson stated that the May meeting has changed from May 17, 1996 to May 15, 1996,
at 1:30 p.m.

Mr. Casey reported that he had been attending the NCPERS conference and that it was very
worthwhile conference. He encouraged all Board members to attend future conferences.

Mr. Saathoff stated that the actuarial report was overlooked on the April agenda.
Mr. Grissom disagreed. He stated that the Board had continued this item to May.

Mr. Saathoff stated that the March Minutes indicated that this would be brought back in
April.

Mr. Scannell encouraged all Board members to attend the on-site visits to office sites.

Mr. Enerson stated that this would be scheduled the first week of May.

Mr. Katz stated that there was an error to the Trainihg Report reflecting a $295.00 IFE
expenditure. He stated that he had not been approved for this conference, but asked that his
name be added for approval.

Mr. Grissom stated that Mr. Katz' request would be placed on the May agenda.

Ms. Wilkinson questioned how much time should be set aside for the Special Board Meeting
of 4/30/96, and whether the Board would receive reading materials prior to the meeting.

Mr. Enerson recommended that Board members block from 1:00 to 5:00 p.m. on 4/30/96.
Mr. Herring stated that the Manager's office is currently working on the handout materials.

Mr. Grissom directed the Board to review the blue handout related to meeting changes.
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XI. CLOSED SESSION - None. | ’ I
XIL NON DOCKET ITEMS - None® ' I

XII. PUBLIC COMMENT -

None

NEXT MEETING:

WEDNESDAY, MAY 1§, 1996 - 1:30 PM
Retirement System Board Room

525 "B" Street, Suite 1120

San Diego, CA 92101

XV. ADJOURNMENT - The meeting was adjourned at 3:32 p.m. I

Minutes Prepared By: Sally Zumalt, Board Secretary

Approved By:

Lawrence B. Grissom, Retirement Administrator

FILE: WABOARD\BDM41996
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Mr. Bruce A. Herring
. Deputy City Manager
- City of San Diego

202 C Street

San Diego, CA 92101

TE
REACE

Re: Fiduciary Aspects of Plan Revisions

Dear Bruce:
W

This letter is in response to your request for adv1ce
concernlng the fiduciary 1mp11cat10ns of the proposed plan
revisiéns outlined in the draft 1996 SDCERS Plan Revision- Outline
‘that you faxed to mé March 28, 1996, a copy of which is enclosed
("Outline") -As I understand it, the proposed changes described
in the Outline (the "Proposal”) are the result of discussions
between the Plan Administrator of the San Diego City Employees’
Retirement System ("SDCERS" or the "System") and your Office, .and
‘are being discussed with labor organizations representing the
City’s employees as part of the current meet and confer process.
While the terms of the proposed changes may have been revised as
a result of these dlscussions, this letter w111 deal wlth the.

Proposal as set forth in the outline.

Iho is a ridgciagx

In order to understand the fiduciary 1mp11¢ations ‘of
the- Proposal it .is necessary to categorize the parties to the
plan revision process. SDCERS is a public retirement system that
is funded through a trust fund, the City Employees’ Retirement
Fund.! This creates a trust relat;onship between the trustees
who administer the System and the members and retirees of SDCERS

1 San Diego City Charter §§ 141, 145. ‘

CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2, 2000 11 220760
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and the1r benef1c1ar1es.2 The Board of Admlnistratlon ("Board"&
and officers of SDCERS are voluntary trustees for thls purpose.

The City, on the other hand (specifically the City
Council), is analogous to the settlor or creator of the trust.
As such, the City does not act in a fiduciary capac1ty with
respect to the members of the System when revising benefits.®
This is appropriate since the City Council represents and is -
responsible to the voters and taxpayers. Of course, the City is
bound by the terms of the City Charter and Municipal Code to the
-extent they apply to benefit rev151ons,6 subject to the City
Coun01l's ablllty to amend the City Charter. and Mun1c1pa1 cOde.7

The labor organizations representing City employees
also ‘should not be fiduciaries under the System with respect to
SDCERS members, although this letter will not deal with such
organizations and their duties in the plan revision process.

Fiduciary Duties .

In the context of public pension systems, the
Callfornla Constitution specifically defines the f1duc;ary duties
of the retlrement board or board of administration:

Notwithstanding any other provisions of law or
this " Constltutlon.to the contrary, the retlrement_board

2 Hereafter, all references to members w111 include retlrees
and beneficiaries.

3 jttle v. Santa Barbara County Emplovees Retirem
Association, 39 Cal. 3d 374,_392; 216 Cal. Rptr. 733, 744
(1985) : : s ' ' -

4.  claypool v, Wllson, 4 cal. App..4th 646, 676, 6 Cal. Rptr..
'2d 77, 95, cert. denied, 506 U.S. 1034 (1992) -

5 The City Manager, City Auditor and Comptroller and City
Treasurer are fiduciaries, though, when acting as members of-
the Board. See NLRB v. Amax Coal CD., 453 U.S. 322 (1981).

5 E.d., the requlrement contained in section 143.1 of the Clty
Charter that members vote on benefit changes. '

7 ‘As we have discussed, there are limitations on the City
Council’s amendment power, for example, on its ability to
reduce vested benefits. See, e.d., Kern v. Lon Beach,
29 Cal. 24 848, 179 P.2d 799 (1947). o

V_E-RFN-230-1761
CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2,2004
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of a publlc pension or retirement. system shall have
‘plenary authority and fiduciary responsibility for
investment of moneys and administration of the system,

subject to the. followlng.-

(a) . . . . The assets of a public pension or

'retlrement system are trust funds and shall be held for

‘the exclusive purposes of providing benefits to -
participants in the pension or retirement system-and
"their beneficiaries and defraying reasonable expenses
of admlnlsterlng the system.

(b) The members of the retlrement board of a .
‘public pension or retirement system shall dlscharge

their duties with respect to the system solely in the -

interest of, and for' the exclusive purposes of
providing beneflts to, participants and their
beneficiaries, minimizing employer contributions
thereto, and defraying reasonable expenses of

administering the system. A retirement board’s duty to

.its participants and their beneficlarles shall take
precedence over. any other duty. .

(c) The members of the retirement board of a
public pension or retirement system shall discharge
.their duties with respect to the system with the care,

skill, prudence, and diligence under the circumstances:

then prevailing that a prudent person acting in a like
capaclty and familiar with these matters would use in
the conduct of an enterprlse of a 11ke character and

with llke aims.®

" rhis cOnstltutlonal prov151on subjects public pension
systems to the law of trusts.? The "solely in the interest” and
nexclusive purpose” standards articulated in the Constitution
represent the trustee’s common law duty of loyalty.l® as a

-8 ‘ Cal. Const. Art. XVI § 17, as amended by the Callfornla
- Pension Protection Act of 1992 (Proposition 162).

9 Cla ool, supra, 4 Cal. App. 4th at 676, 6 Cal. Rptr. 24
at 95. . .

10 Generally, this duty imposed on the trustee a prohibition
against incurring conflicts of interest and a prohibition
against self-dealing. See Cal. Probate Code § 16002. ‘
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result, the,Board has a dut¥ to deal fairly and in good faith .
with the members of. SDCERS. _ _

However, : contrary to its literal import, the duty of .
: loyalty set forth in the Constitution does not automatically
-preclude acts which incidentally benefit persons other than
members of the System. Generally, this rule has been construed
to mandate only that the "primary” benefit be for members.!2

- The Constltutional prudence rule sets forth an
~additional common law fiduciary duty, but with a speciflc publlc

‘retirement plan gloss.

The Progosal

The Proposal can be broken down 1nto three components.
First, it includes. various changes in benefits, most of which '
constltute benefit increases. Viewed alone, these benefit
increases should raise no question from a fiduciary point of view
for the fiduciaries that have to consider them. Any reductions
~ in benefits will have to satisfy the vested rights rules referred
‘to in footnote 7, which should help allay any fiduciary concerns.

Second, the Proposal also contains a change in the
method of prov1d1ng retiree medical benefits that I understand is.
_ 1ntended to protect the qualified status under the Internal

Revénue Code ("Code") of SDCERS while continuing to provide this
benefit. The continued qualification of the System is certalnly
an approprlate factor for the City and the Board to consider in
structuring and evaluating the Proposal and taking action to ,
.protect the System’s quallflcatlon should be consistent’ w1th the

~Board’s fiduciary duty.. . o v

. The final portion of the Proposal. concerns rate
stab1llzat10n and changes to reserves. From the City’s point of
view, it .is my understanding that this is the guid pro .quo for

11 Hittle, supra, 39 Cal. 3d at 392-93, 216 Cal. Rptr. at.744;

zglng;on V. Albanx, 5 cal. 34 23, 33, 95 cal Rptr. 206, 212
(1971). : ’

12 see Donovan v. Blerw1rth, 680 F.2d 263, 271 (24 cir.), cert.
: denied, 459 U.S. 1069 (1982) (1nterpret1ng comparable duty

of loyalty under ERISA).

13 gee Koppes, "An Ounce of Prevention: Meeting the Fiduciary
Duty to Monitor an Index Fund Through Relationship
Investing,® 20 J. Corp. Law 413, 426 (Spring 1995).

V_E-RFN-230-
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‘the proposed benefit 1mprovements. As noted above, as settlor,
the City should not need to be concerned about the fiduciary

implications of these proposals.

As also noted above, as a fiduciary, the Board must
satisfy its duty of loyalty to the members of the System with
respect to the Proposal. However, in this regard, it generally
should be the Proposal as a whole rather than any -individual -
component of the Proposal that is subject to this standard. )

: : Consequently, it is appropriate for the city, in
designing and analyzing the Proposal, to take into account that,
from the Board’s point of view as a fiduciary, it should be
reasonable for the Board to consider making these fundlng-related
changes as part of an overall program of plan revisions which
will be advantageous from the perspective of the members. The
fact that the City would benefit under the Proposal does not
automatically mean that the Board would breach its duty of
loyalty to the members of SDCERS by approving the Proposal.

It should be noted, however, that the portion of the .
Proposal referred to in the last paragraph on page 5 of the
outline +- that there "will be no changes in actuarial-
assumptions or actuarial methodology which would concelvably
impact contribution rates prior to July 1, 2000% -- may raise
fiduciary concerns since there are conflictln? views on the
prudence of such an agreement by a fiduciary. It thus may be
preferable for the Proposal to provide the City with acceptable
alternatives in the event the Board determines,. in the reasonable
exercise of its fiduciary duty, that it has to change actuarial
assumptions or methodology prior to July 1, 2000.

- In summary, the specifics of the entire Proposal must
be evaluated by the Board in its fiduciary capacity under the

14 In order to satisfy their duty of loyalty, the Clty Manager,
city Auditor and Comptroller and City Treasurer, in their
capacity as Board members, must evaluate the Proposal as
fiduciaries for the members of SDCERS and not from the peint

of view of their positions with the City. _

15 guch an agreement by the Board also may raise legal issues
concerning the ability of the current Board to bind future
Boards. A dlscussion of these issues is beyond the scope of
this letter. oL _

V_E-RFN-230-1764
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standards referred to above.l® aAnd while the Constitution

identifies "minimizing employer contributions" as one of the

Board’s fiduciary duties, which. means that the Board can ) : S
-legitimately consider proposals that would-do so, it is clear . "
that this duty is ;econdary to the Board’s respon51b111ty to the

System’s members.

“In addltlon, the fact that. the Proposal (or portlons of
it). must be approved by members should have a favorable impact on
any fiduciary issues so long as there is full and adequate .
disclosure of the changes and their 1mpact on the members of the:

System.la

: This 1etter is furnished to you'bj me as counsel to the
.City with the understandlng that neither Jones, Day, Reavis & |
Pogue nor I are assuming any profe551onal responsibility: to any

other person whatsoever.

: It you have any further questions on the matters
dlscussed above, please feel free to call.

Verghtruly youts;

Enclosure

cc: John M. Kaheny

16  For .example, since the System’s assets are trust funds, the
" ability to utilize the System’s reserves to reduce employer
contributions must be carefully evaluated. Compare
Claypool, supra, with Valdes v. Cory, 139 Cal. App. 3d-773,
189 Cal. Rptr. 212 (1983). See also Cal. Rev. & Tax. Code
§ 17367 (and parallel Code § 503) for prohibited transactlon

rules and Code § 401(a)(2) for exclusive beneflt rule.

17 cal. const. Art. XVI, -§ 17; Sacramento v. Public Fmployees

Retirement Systen, 229 Cal. App. 3d 1470, 1493-94, 280 Cal.
‘Rptr. 847, 860-01 (1991).

18 See Pasadena Police Officers Association v. Pasadena, 147
cal. App. 34 695, 195 cal. Rptr. 339 (1983).
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S 'O The interrelationship of these various issues to each other necessitate that the entire proposal be r :
{ .
N\

A ‘ | . '
,\}\ City Employees Retirement System

B [ g L
P Lo } ¥ ' Apil29,1996 DR g&“b‘
3 X \k FAFN/ , . \\
;\“E\\UOUOL) :“';\ N Concept Overview : c‘oﬁ(‘ :

o,

related to: (1)/retiree healt\lffnsurance, (2) retirement plan benefits, (3) employer
contributio / rates and calculation method and (4) retirement system reserves. These
™ proposed changes to plan benefits, retiree health insurance, employer rate calculations and
system reserYes will require approval of the City Council, CERS Board of Administration as well
Q& as an affirmative vote of plan members. The City Manager’s proposal is being reviewed by
' \:% outside ﬁdpciary counsel §ngaged through the City Attorney’s Office and has been presented to
\3,: the CERS Board’s actuary for his review and advice to the Board. All proposed changes are :
| .\ _ conditioned u d subject to final approval by fiduciary counsel. /-ﬂm Ritvama sl Btk gf%{?«ﬂ{/ ¥ /4,’(?-!4

L . B ‘)/H'ﬁ:

considered and acted upon concurrently. Furthermore, the substantial financial implications to Zo=
. the City compel that certain actions occur in time for Fiscal Year 1997 budget decisions. -+ o

\ Necessary ordinances can be prepared for formal amendments to the Municipal Code subsequent . ./ R Cin
to actions by appropriate bodies (City Council, CERS Board, Plan Participants, Employee acdiite,
Unions). Following are the proposed changes. | dyeet
Py T
Issue No. 1 - RETIREE HEALTH INSURANCE | T ek, B e
N7e (-/ ,@ g0t N P @tﬁﬁl{‘M'%\lbvﬂ,‘&‘w-(-l
-~ Itis the City Manager’s proposal tor . S\L&W &P ba }{/Aué\ %/ # f//;/v,i‘ff’l 7
.cwﬁf?g§.gf ﬁk}mﬂg;ujfﬁww
A. Move the Retiree Health Insurance benefits at current benefit levels from the City to™ ™ T o

CERS. The current benefit levels are as follows (refer to Municipal Code and applicable
Memorandum of Understanding for precise benefit language):

Pre-1980 retirees’ Reimbursement for health insurance as a permanent benefit

General Members
Hired before 1982 Pay or reimburse up to $4,500/year
Hired after 1982  Pay or reimburse 5% x years of service up to $2,000/year

Police & Fire
Hired before 1994 Pay or reimburse up to$4,500/year _
Hired after 1994  Pay or reimburse 5% x years of service up to $2,000/year

Page 2
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B. Control of the benefit design: M its; insurance prov1dererates coverages, etc.-
will remain with the City. CERS will assume responsibility for administration of the
benefit.

C. It is anticipated that during FY97, the City Manager and the CERS Board working with |
ch_ actuaries, consultants and legal counsel can develop the necessary documentation to /%
epfu design a tax exempt health insurance benefit to be effective July 1, 1997. In the mean- W
\

time, the City will offset any added cost durm% FY%;‘{Z s 5lgm ~ oy
/,,, Jl/ The City will transfer the existing Health Insurance Trust to the CERS (@ $12.5m) - A
V A M and CERS will establish a separate Health Insurance Reserve € s O \,m\-l/”\ %
S —
/ Each year, the up/cg_n_u_ng_year s R_c_) jected cost of retiree health insurance will be
transferred from(undis gbuiede d credited to the Health Insurance Reserve.

ﬁc*@@wﬁ geed YRem e, - W}Wr f- A oo
F. , Actual premium costs and administrative charges will be charged to the Health Insurance
Reserve. The City will retain the right to take back the health insurance program and any
balance in the Health Insurance Reserve prior to implementation of any action by the

CERS Board to require its funghng on an actuarial bas1s — 2 /8 Ym, A Az

o T Q‘P)ll (" ﬁ%:mx’ VIS o S
AN v§°‘f§ IVUL T i, \M“’W”"
) Issue No. 2 - CERS BENEFIT CHANGES ™ ,,/% w‘%nf

wiga 9

\;5’& It is the City Manager s proposal to effect the following §en(eﬁts Changes

S
U\ - Co0% &7 EARCE D

A.  Eliminate the existing requirement to offset Disability Income. g7 aby Wwies, 55« ?j:gé_)
&6 TR S A )nb{_.‘ Q’G \\(\ ANN Y\—Q—C-k\ sz‘;ﬁt& -

B. Purchase of Service Credit: Continue the existing service credit provisions related to
refunds, probationary periods, 1981 Plan waiting period and Military & Veteran Code; / 5
incorporate all others into new a general provision of a five (5) year purchase of service
credit feature for any prior public service, which would also be available to /o timeand
w mployees would pay into the retirement fund an amount, including

interest, determined by the Board in such manner and at such t1me as the Board may by 7 ™ '
rule prescribe. - w,} A 'P"Jl/y//
C. Provide a one-time purchase of service credit to plan members with fifteen () or more

years of creditable service as of July 1, 1996. Participants may elect, by December 31,
1996, to purchase up to five (5) years of service ¥t SCo ate
. subject to the individual employeewolotmns for fundmg the
t‘” _;{gvlm + employee s share (e.g. 401k SPSP funds accrued annual leave) are bemg analyzed by /

,zl




D. General Members Benefits: Increase the benefit t@embers for industrial &Qf
disability retirements from 33-1/3% to 50%. o \.;xf_/ ) 0(‘9/ »
¢
Increasc the General Member formula as described below. The manner of funding the
_cost of this benefit improvement will be negotiated with employee organizations. Past
liability for this benefit, estimated at $2.4 Imlhon will be paid for from any surplus
undistributed excess earnings. \{i el /uf el
- ") r ' rd{‘@‘
Present | Proposed “f4ﬂvv La;?::?
Age | Factor Factor - Feid -
: : 7 by Lem o de
% | 1.75% Covt T .
55 1.48 . yquJ g (71¥2>
56 | 1.56% | 1.83% S o MQ} :
Mo
57 11.63% | 1.91% n- el
. 0T L e
58 1.72% 1.99% Dg\”i\
N 50
159 [181%  |2.07% RS QST
7 & Oy L
60 1.92% 2.15% Uﬁ(jx e g §/ o
Gy A \") N b
61 [199%  |223% s o QT
AV
62 2.09% 231%
63 2.20% 239%%
64 2.31% 2.47%
65+ | 2.43% 2.55%

E. Increase the calculation of the 13th Check for Pre-10/6/80 retirees from $30 per creditable 5’-/%’1' % .
year of service to $60 per creditable year of service, and to $75 per creditable year of
service for Pre-12/31/71 retirees.

F. The City agrees to consider implementation of a Deferred Retirement Option Plan
(DROP), on the condition that such a plan is approved by the City Attorney’s Office as
legal under applicable Federal, State and Local laws and regulations, and that such a plan
would have no cost impact to the City nor CERS. Employees may participate in this ¢

\k@ﬂ program subject to management approval, and may be terminated by Management at the
end of three (3) years.
c&%“\x@
¢ :‘7\@ G-"k:)a &X—
O W L e
C/ﬁ‘/gj\ Ki‘(i/ /.?-v({f)-‘g
. J* :J X \‘?‘
\fggf\\xﬁpﬁ U

N R
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Issue No.3 - EMPLOYER CONTRIBUTION RATES

A.

Page 4

WO
Beginning in FY97, the employer rates will be calculated using the(Entry Age Nonnal b oD

method. For FY 96 and FY97, the City will pay the budgeted rates (bifurcated rate) of

. 7.08% (blended rate) and 7.33% respectively, and increase the rate paid by 0.50% each /J

year until the rate paid reaches the EAN calculated rate. - SN )(\—*‘
e 5 oy AU LS N el e D

PUC Rate - FY96 RATE e, T @
EANRate-FY97+ | TOPAY |% DIFFERENCE | Pt
R
FY9% | 8.60% 7.08% - ~[1.52% " K’&Si; s
y > i'ui
FY97 7.33% (o P ‘ib%
ST
FY98 7.83% o Tt
7 A0
FY99 8.33% o
37
EX2000 8.83% o
Dakes Ky BmoDd 200 | n 2 M_ij.r..w/L N

The City will pay the agreed to rates shown above for FY96 through F Y2600

The difference between the actuarially calculated rate and the agreed to rate would be
transferred from the Stabilization Reserve to the Employers Contribution Reserve. If f the."
amount in the Stabilization Reserve is insufficient to pay the difference in contribittions

or the funded ratio f the System falls below SO%che actuarial value of assets, this plan
will sunset the year following the actuarial valuatlon which show this funded ratio.

-

_\““L

There will be no changes in actuarial assumptions or actuarial methodology which would
conceivably impact contribution rates prior to July 1, 2000. If the CERS Board feels its W
fiduciary responsibility requires a change to actuarial assumption prior to that date, this ™

plan will sunset immediately at that time. Any additional benefits granted herein may AZCJ,.\&

be eliminated prospectively. T & /&.,,?g_b_

Issue No. 4 - SURPLUS UNDISTRIBUTED EARNINGS AND RESERVES \\ ? :

It is proposed that the San Diego Mun1c1pa1 Code be amended to:

A.

e

\

- Z_ \;@_6

Yo 2
Create a Contmgency Reserve not to exceed 1% of System‘;%s!e)t(s at market value.
If undistributed earning are insufficient, funds from the Contingency Reserve will be
used, in priority order after crediting the employee and employer reserves and funding the
Systems budget, to: (1) pay the insurance premium, (2) pay the 13th check. If the Health
Insurance reserve and the contingency reserve were insufficient, the city would be
responsible for that year’s health insurance premium.

Create a Stabilization Reserve not to exceed $75 million, as follows: (1) close and
transfer the existing “earnings stabilization reserve ($10.7 million), (2) credit this reserve
annually with 50% of “surplus” undistributed earnings. All surplus undistributed
earnings will be transferred to the employer contribution reserve when and if the $75
million limit is reached. These assets will be held outside of assets use for actuarial
valuation.
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ILLUSTRATION 4% FY95 UNDISTRIBUTED EARNINGS e
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RETIREMENT BOARD OF ADMINISTRATION
SPECIAL MEETING
THURSDAY, MAY 2, 1996 1:00 - 5:00 PM
525 “B” STREET, SUITE 1120
SAN DIEGO, CA 92101
(DISABILITY ACCESSIBLE)
AGENDA

KEITH ENERSON, CHAIR

I. NEW BUSINESS - DISCUSSION AND ACTION AS NECESSARY:
A) MANAGER PROPOSALS TO THE RETIREMENT SYSTEM
II. REPORTS OF OFFICERS
A)  PRESIDENT
B) TRUSTEES
C) ADMINISTRATOR
D) ATTORNEY
III. CLOSED SESSION

IV. NON DOCKET ITEMS

~

PUBLIC COMMENT

VI. NEXT MEETING:  WEDNESDAY, MAY 15, 1996 - 1:30 PM
525 “B” STREET, SUITE 1120
SAN DIEGO, CA 92101

VII. ADJOURNMENT

Sile: w:lexec\bdsec\agendas\ spbd5296



City Employees Retirement System

May 2, 1996

Concept Overview

It is the City Manager’s intent to recommend changes to the City Employees Retirement System
related to: (1) retiree health insurance, (2) retirement plan benefits, (3) employer
contribution rates and calculation method and (4) retirement system reserves. These
proposed changes to plan benefits, retiree health insurance, employer rate calculations and
system reserves will require approval of the City Council, CERS Board of Administration as well
as an affirmative vote of plan members. The City Manager’s proposal is being reviewed by
outside fiduciary counsel engaged through the City Attorney’s Office and has been presented to
the CERS Board’s actuary for his review and advice to the Board. All proposed changes are
conditioned upon and éubj ect to final approval by fiduciary counsel, City Council approval,
Retirement Board approval, vote of plan participants, and confirmation of cost estimates by the

System’s actuary.

The interrelationship of these various issues to each other necessitate that the entire proposal be
considered and acted upon concurrently. Furthermore, the substantial financial implications to
the City compel that certain actions occur in time for Fiscal Year 1997 budget decisions.
Necessary ordinances can be prepared for formal amendments to the Municipal Code subsequent
to actions by appropriate bodies (City Council, CERS Board, Plan Participants, Employee

Unions). Following are the proposed changes.
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