


LEGAL 6+ B U S I N E S S  A D V I S O f i S  

July 12,2005 

EXHIBIT 5 TO VCP - QUALIFIED PLAN 

Internal Revenue Service 
Attention: T:EP:RA:VC 
P.O. Box 27063 
McPherson Station 
Washingtoon, DC 2003 8 

RE: Application for Determination for Employee Benefit Plan with Respect to the 
San Diego City Employees' Retirement System 
EIN: 20-1800126 

Dear Sir or Madam: 

ENCLOSURES 

Enclosed are the following documents relating to the request by the San Diego City 
Employees' Retirement System ("System") for a determination on the qualified status of the 
System, including a request under Rev. Proc. 2005-6, Section 16.02, for an IRS ruling with 
regard to Code Section 401(h), in conjunction with all other Code Section 401(a) matters: 

1. Form 8717, User Fee for Employee Plan Determination Letter Request, and a 
check in the amount of $700.00 in payment of the required user fee; 

2. Form 5300, Application for Determination for Employee Benefit Plan, for the 
System, together with the required attachments; 

3. Form 2848, Power of Attorney, regarding the System (see Exhibit 6 to the VCP 
filing); 

4. A copy of the following plan documents that relate to SDCERS: 

(a) California Constitution Article XVI, Section 17 (attached as w; 
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(b) City Charter Article IX, Sections 141 - 149 (attached as 

(c) Municipal Code 54 24.0100 - 24.1809, which are added, amended and 
repealed by Ordinances adopted by the City Council (attached as Exhibit 
D; 

(d) Earnings Code Document (attached as 

(e) City Council Resolution 297212, adopted 10/21/02 (attached as 
a, 

(g Article 15 of the Memorandum of Understanding between the City and the 
San Diego Municipal Employees' Association effective July 1, 2002 
through June 30,2005 (attached as Exhibit F); 

(g) Article 47 of the Memorandum of Understanding between the City and 
International Association of Firefighters, Local 145 effective July 1, 2002 
through June 30,2005 (attached as Exhibit G); 

(h) Article 65 of the Memorandum of Understanding between the City and the 
San Diego Police Officers' Association effective July 1, 2003 through 
June 30,2005 (attached as Exhibit H); 

(i) (applicable solely to Airport employees) M o r t  Agreement to Administer 
(attached as Exhibit D; 

(j) (applicable solely to Airport employees) Airport Retirement Plan (attached 
as Exhibit J); 

(k) (applicable solely to Port employees) Port Agreement to Administer 
(attached as Exhibit KJ; and 

(I) (applicable solely to Port employees) Port Retirement Plan (attached as 
Exhibit L). 

5. A copy of the Board minutes for May 20, 2005 (attached as Exhibit M) and a 
copy of Resolution 05-01 (attached as Exhibit N); 

6. A copy of the current rates applicable to City General Members (attached as 
Exhibit 0). City Safety Members (attached as -, Port General Members 
(attached as Exhibit a, Port Safety Members (attached as Exhibit R), and Auport 
Members (attached as Exhibit S); and 
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7. A copy of the completed Part I of the checklist in the Rev. Proc 2005-6 Appendix 
intended to satisfy the requirement for providing the location of the plan 
provisions that satisfy the Code Section 401(h) requirements. 

4* This letter and the enclosed materials constitute a request for determination on the 
qualified status of the System in its entirety under Section 401(a) of the Internal Revenue Code 
of 1986, as amended, pursuant to Revenue Procedure 2005-6. We would envision that the 
amendment dates for the determination letter would be stated as follows: "This determination 
letter is applicable for SDCERS as in effect on May 20, 2005. This deterink-ation letter is also 
subject to your adoption of the proposed amendments submitted in your letter dated July 12, 
2005." 

The System has been amended to comply with the Economic Growth Tax Relief and 
Reconciliation Act of 2001 ("EGl'RRA"), effective on and after the first day of the plan year 
be,&ning after December 31, 2001, based on model amendments provided under Internal 
Revenue Service Notice 2001-57. The amendments to the System are intended as good faith 
compliance with the requirements of EGTRRA. In the event the Intemal Revenue Service 
expands the determination letter program to review of the requirements under EGTRRA while 
this request is pending, we request that the determination letter be issued taking into account the 
requirements of EGTRRA. 

40101) RULING PROCEDURES 

Consideration is requested with regard to Code Section 401@), in addition to other 
matters under Code Section 401(a). Pursuant to Rev. Proc 2005-6, Section 16.02, we have 
included a completed Part I of the checklist in the Rev. Proc 2005-6 Appendix intended to satisfy 
the requirement for providing the location of the plan provisions that satisfy the Code Section 
401(h) requirements. See enclosed CHECKLIST - 401@) Account. 
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CLOSING 

If an adverse determination is contemplated, a conference is hereby requested. If you 
have any questions regarding this application, please call one of us pursuant to the enclosed 6 
Power of Attorney. Please issue a copy of the determination letter to one of us at the above 
address. 

Very truly yours, 

MBB/TAMM/KMC/GW 
Enclosures 
cc: Lawrence B. Grissom (with bound copy) 

Loraine E. Chapin (with bound copy) 
Roxanne Story Parks (with bound copy) 



Exhibi 



INTERNAL REVENUE SERVICE 
VOLUNTARY CORRECTION PROGRAM 

COMPLIANCE STATEMENT 

Date: 
(to be completed by IRS) 

Re: San Diego City Employees' Retirement System 
SE:T:EP:RA Control Number: 91 1659038 
Employer Identification Number: 20-1800226 
Plan No.: 001 

i. APPLICANT'S DESCRIPTION OF QUALIFICATION FAILURE(§) 

The City of San Diego ("Plan Sponsor") is the principal sponsor of the San Giego City 
Employees' Retirement System ("Plan"). In accordance with state and local laws, the 
Board of Administration For The San Diego City Empioyees' Retirement System ('?he 
Appiicant") is responsibie for the daily administration in regard to the Pian, and has 
submitted a request to the lnternai Revenue Service ("the Service") under the Voluntary 
Correction Program for a compliance statement relating to various qualification failures 
under sectron 401(a) of the Internal Revenue Code ("Code") that they have identified. 
The Plan uses the twelve-month period that ends on June 30 as its pian year. The Plan 
is a multiple employer defined benefit pension pian that has also been adopted by the 
San Diego Unified Port District and the San Diego County Regional Airport Authority. 
The Plan is also cons~dered a governmental pian under Code section 414(d). 

Failure kt1 

The Plan was not amended to comply with all of the appiicable requirements of the Tax 
Reform Act of 1986 ("TRA '86"), the Unemployment Compensation Amendments of 
1992 ("UCA"), and the Omnibus Budget Reconciiiation Act of 1993 ("OBRA '93") by the 
required dates in accordance with section 401(b) of Code and regulations thereunder. 

Failure kt2 

The Plan was not amended to comply with all of the applicable requirements of the 
Uruguay Round Agreements Act; the Un~formed Services Employment and 
Reemployment Rights Act of 1994: the Small Business Job Protection Act of 1996; the 
Taxpayer Reiief Act of 1997; the internal Revenue Service Restructuring and Reform 
Act of 1998; and the Community Renewal Tax Relief Act of 2000 (collectively known as 
"GUST') by the required dates in accordance with section 401(b) of the Code and 
regulations thereunder. 

Page 1 of 11 
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Failure #3 

The Plan was not amended to incorporate the interim amendments required for 
compliance with the Economic Growth and Tax Relief Reconciliation Act of 2001 
("EGTRRA") by the required date(s) in accordance with section 401 (b) of the Code and 
regulations thereunder. 

Failure #4 

During the plan years that ended in 1989 through 2008, the terms of the Plan 
provided special retirement benefits to past and current union presidents of the San 
Diego Municipal Employees' Association, Police Officers' Association, and Local 
145, the international Association of Fire Fighters AFL-CIO ("Unions") that were not 
permitted by the Code. Under Code section 401(a), retirement benefits in a qualified 
pian can only be provided to employees of an employer and such benefits are 
gerleraliy based solely on sewice with and compensation paid by such emp!oyer. 
Specifically, the foliowing probiems were noted: 

(a) The Presidential Leave Program allowed former city employees who were no 
longer paid employees of the Plan Sponsor to continue to participate in the 
Plan as active participants and have their service as union presidents counted 
as credited service in determining retirement benefits under the Pian. 

(b) From 7989 through February 2004, the Plan accepted employee and 
employer contributions (based upon compensation paid by the Unions) that 
were paid by the Unions even though they had not adopted the Plan as 
participating employers. 

(c) Starting in 2002, the Incumbent PresidentProgram allowed compensation 
that was paid to the union presidents by the Unions to be counted in the 
determination of retirement beneRs under the Plan, and such amounts would 
be combined with any other compensation paid by the Plan Sponsor subject 
to a specified dollar cap. 

Failure #5 

Starting in the plan year that ended in 2003 the terms of the Plan were amended to 
provide for an impermissible cash or deferred arrangement in violation of the Code 
section 401(a) in regard to the Cashless Leave Conversion Program that was 
offered to participants who were members of San Diego Firefighters Local 145 
bargaining unit. 

Failure $6 

During the plan years that ended in 1983 through 1991 retiree health benefits were paid 
by the Plan even though the terms of the Plan did not provide for such benefits. Also, 
the Applicant represents that the Plan is owed additional funds from the Plan Sponsor 
reiating to unreimbursed administrative expenses associated with the administration of 
the retiree health benefit account from 7 993 through 2006. Both actions were in 
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violation of Code section 401(a)(2). The Applicant represents that the accumulated 
amount of improper payments (plus interest) associated with this failure is $33,830,251. 

Failure #7 

During the plan years that ended in 1998 through 2005 the terms of the Pian and its 
operation did not comply with ail of the requirements of Code sections 401(a)(2) and 
401 (h) as they relate to retiree health benefits because the terms of the Pian 
provided that earnings of the trust would ultimately be used to fund these benefits 
resulting in the underfunding of the Pian. While retiree health benefits were paid 
from the Plan's retiree health account as required by the Code, the flow of funds was 
structured in a manner which made it extremely difficult, if not impossibie to resolve 
that there was no inappropriate use of the Plan's assets. 

Failure #8 

During the plan years that ended in 1989 through 2004 the Applicant did not comply 
with the provisions of Code section 401(a)(9) with respect to required minimum 
distributions in regard to Pian participants who were owed a lump sum or a partial 
lump sum distribution. With respect to this failure, the Applicant requests a waiver of 
the excise tax under Code section 4974. 

Faiiure #9 

During the pian years that ended in 2000 through 2005 the Appiicant aiiowed the 
retirement benefits for three participants to be determined using participant 
compensation that exceeded the limits imposed by the provisions of Code section 
401 (a)(? 7). 

Failure # I 0  

During the plan years that ended in 2002 through 2006 the Appiicant did not comply 
with the provisions of Code section 401(a)(31) in regard to those participants who 
received eligibie rollover distributions from the Plan. 

Failure #I 1 

During the plan years that ended in 2001 through 2006 the Appiicant did not foilow 
the terms of the Plan when the Applicant increased disability retirement benefits in 
regard to disabled plan participants by increasing their final compensation amount 
by 10% and using this revised figure to determine disability benefits. The Appiicant 
represents that overpayments were made to 146 participants and that the 
accumulated amount of overpayments plus interest associated with this failure is 
$1,221,543. 
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Faiiure #I2 

During the plan years that ended in 1996 through 2007 the Applicant did not comply 
with the provisions of the Code when it allowed the Plan to pay out benefits that 
exceeded the limits imposed by Code section 41 5(b). The Applicant represents that 
overpayments were made to approximately 58 participants and that the accumulated 
amount of overpayments plus interest associated with this iailure is approximately 
$4,209,221. 

Failure #I 3 

From January 1, 2005, through the present, the Applicant has allowed the Plan to 
provide spousal death benefits to registered domestic partners even though such 
benefits are not provided for under the terns of the Plan. 

Failure #I 4 

Starting on July 26, 2004, the Plan Sponsor has made contributions to the Plan that 
exceeded what was called for under the t e n s  of the Pian section 24.0801 as set 
forth in the Memoranda of Understanding (November 18, 2002) between the Plan 
Sponsor and the Applicant. These payments resulted from the settlement of a class 
action court lawsuit (Gleason v. City of San Diego) involving the Plan Sponsor and 
the Applicant regarding the level of contributions that needed to be paid to the Plan. 

II. APPLICANT'S CORRECTION 

Failures #f  & 2 

The Plan Sponsor and each participating employer will correct the qualification failure 
by adopting amendments in the form of a city ordinance that will allow the terms of the 
Plan to fully comply with all of the requirements of TRA '86, UCA, OBRA '93 and GUST 
retroactively to the effective dates of the specific provisions contained in the 
amendments. To assist in this matter, the proposed amendment will include draff Board 
rules that will be adopted by the Applicant. 

Failure #3 

The Pian Sponsor and each participating employer wiil correct the qualification failure 
by adopting interim amendments that satisfy the requirements of EGTRRA retroactively 
to the applicable effective dates of the specific provisions contained in the amendments. 
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Failure #4 

The Plan Sponsor will amend the Plan retroactively to remove any provisions relating to 
Presidential Leave, including the Incumbent President Program. The resulting changes 
to the Plan will indicate that benefits and participation under the Plan are limited to 
employees of the Plan Sponsor and any other participating employers that have 
adopted the Plan and that retirement benefits would be based solely on paid 
compensation and service associated with the Plan Sponsor or other particating 
employers. 

In regard to any employee contributions that were either paid to the Plan directly by the 
Unions or derived from compensation paid by the Unions such funds will be returned to 
the affected plan participants along with accumulated interest. The distribution of these 
monies will be a taxable distribution to each affected parficipant and such distribution 
will not be stibject any favorable fax treatment under the Code. The Applicant wi!! send 
a letter to each participant informing the part~cipant that the corrective distribution is 
taxable, not eligible for favorable tax treatment and cannot be rolled over as normally 
allowed under Code section 402(c). The Applicant also agrees that the distribution will 
be reported on Form 1099-R for the calendar year in which the distribution is made to 
the affected participants. The Appiicant will return to the Un~ons the employer 
contributions that were paid to the Plan to by the Unions. 

For all impacted participants, the Applicant will recalculate their benefits under the Plan 
and the Plan's records will be updated to reflect reduced benefits and service credits. 
Retirement benefits under the Plan, including the Deferred Retirement Option Plan 
("DROP), will be determined without usina anv cornoensaiion  aid bv the Unions and 
any union service will also be disregarded-in any co&putations'unless such service has 
already been purchased by the under the Plan's regular service purchasing 
orovisions. For those imoacted oariici~ants who are in retirement status. the monthlv 
annuiiy that is currently being paid bysthe Pian will be reduced to the reda~cutated 

. 
amount. The Applicant will recover any overpayments that have been paid to affected 
participants via an offset against the return of employee contributions mentioned in the 
preceding paragraph, by direct repayment to the Plan by the affected participants or  by 
a special actuarial reduction to the corrected monthly pension benefit on a going 
forward basis. 

Failure #5 

The Plan Sponsor will amend the Plan retroactively to remove any provisions relating to 
the Cashless Leave Conversion Program. This change will remove the impermissible 
cash or deferred arrangement from the Plan. 
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For all plan participants who took part in the Cashless Leave Conversion Pntgram, the 
Applicant will recaiculate their benefits under the PIan and the Plan's records will be 
updated to reflect reduced benefits and service credits. Retirement benefits under the 
Plan, including DROP, will be determined without regard to cashless leave amounts. 
For those impacted participants who are in retirement status, the monthly annuity that is 
currently being paid by the Plan will be reduced to the recalculated amount. The 
Applicant will recover any overpayments that have been paid to retired plan participants 
by reducing the revised monthly pension benefit further on a going forward basis via a 
special actuarial reduction that allows the overpayment to be recouped over the 
participant's remaining payment period. 

Failure #6 

The Applicant and Plan Sponsor have represented to the Service that the PIan Sponsor 
has fuily corrected ihis failure by' having made supplemental contributions to the P!an 
during the plan years ending in 2006, 2007 and the current plan year that exceeded the 
amounts specified by the Pian's actuary in regard to the mandatory actuarial required 
contributions ("ARC"). 

Failure $7 

The Applicant and Plan Sponsor agree that in order to comply with all of the 
requirements of Code sections 401(a) and 401(h) the payment of retiree health benefits 
must be funded by separately designated employer contributions and cannot be funded 
(directly or indirectly) from pension assets, including plan earnings. Effective as of 
July I, 2005, retiree health benefits were no longer paid out of the Plan's 401(h) 
account. Instead, such benefits were paid directly by the PIan Sponsor without the 
involvement of the Plan. To codify this action, the Plan Sponsor will amend the Plan to 
reiroaclively to remove these provisions effective as of July I, 2005. 

Failure #8 

The Applicant represents that no annuity payments were paid in violation of the required 
minimum distribution requirements. The Applicant represents that the lump sum or 
partial lump sum payments have been made to aall affected participants who were past 
their required minimum distribution date. The distribution amounts included additional 
amounts for interest relating to the delayed payment. 

Failure #9 

In terms of one affected participant who terminated without a vested pension, the 
Applicant represents that the failure only resulted in the computation of excess 
employee contributions and that no additional action needs to be taken since the excess 
amounts of $420.89 were paid out as a lump sum in 2002 that was not rolled over. 

In terms of the other two affected participants, the Applicant will recalculate their 
benefits under the Pian and the Plan's records will be updated to reflect reduced 
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benefits. Retirement benefits under the Plan, including DROP, will not be determined 
using participant compensation that exceeds the limits imposed by Code section 
401(a)(l7). The Applicant will distribute the employee contributions associated with the 
excess compensation pius interest to the affected participants. The Applicant will send a 
letter to each participant informing them that the corrective distribution is taxable, not 
eligible for favorable tax treatment and cannot be rolled over as normally allowed under 
Code section 402(c). The Applicant also agrees that the distribution will be reported on 
forms 1099-R for the calendar year in which the distribution is made to the affected 
participants. 

Faiiure $1 0 

The Applicant has proposed to take no action in regard to the past distributions that 
were made during the period of faiiure. As noted pfeviously for Failure #?, the ?!an 
Sponsor will amend the Plan to contain language that allows it to meet the statutory 
requirements of Code section 401 (a)(31). The Applicant has changed its administrative 
procedures in order to ensure that all future eligible lump sum distributions paid out by 
the Plan will comply with the requiremei~ts of Code section 401(a)(31). 

Failure $1 1 

The Applicant has stopped paying out excess disability benefits that are not authorized 
by the terms of the Plan and the 10% compensation adjustment Is no longer applied in 
computing these benefits. In regard to the overpayments that were paid out during the 
period of faiiure, the Applicant and Pian Sponsor have represented to the Service that 
the PIan Sponsor has fully reimbursed the PIan by having made supplemental 
contributions to the Plan during the plan years ending in 2006, 2007 and the current 
plan year that exceeded the amounts specified by the Plan's actuary in regard to the 
mandatory ARC contributions. 

Failure # I  2 

The testing methodology that was used by the Applicant to determine an individual's 
iimit under Code section 475(b) during the period of failure is set forth within the 
document entitied "San Diego City Employees Retirement System 41 5(b), (c) and (n) 
Compliance Strategy Report" with a revision date of December 5, 2007 prepared by the 
Applicant's representative, Ice Miller as supplemented by Exhibits A and B with the 
same revision date prepared by the actuary, Cheiron. These documents are considered 
attached to and made a part of this compiiance statement. 

The Appiicant has agreed that payments from the Plan during this current limitation year 
will not exceed the iimits of Code section 415(b). If necessary, the payments being 
made to current retirees andior beneficiaries will be reduced by the Applicant in order to 
ensurs that the benefits paid out by the Plan do not exceed the applicable limits of Code 
section 41 5(b). 

Page 7 of 1 1 
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The Applicant and Plan Sponsor have represented to the Service that repayments of 
the overpayments should not come from the affected participants since the Plan 
Sponsor is obligated to pay these excess benefits due to the existence of a Code 
section 415(m) plan and the laws of State of California. The Applicant and Plan Sponsor 
have also represented to the Service that the Plan Sponsor has fully reimbursed the 
Plan in regard to the overpayments plus interest by having made supplemental 
contributions to the Plan duiing the plan years ending in 2006, 2007 and the current 
plan year that exceeded the amounts specified by the Plan's actuary in regard to the 
mandatory actuar~al required contributions ("ARC). 

Failure #I 3 

The PIan Sponsor will retroactively amend the terms of the Plan to conform to the Plan's 
operation in regard to this matter. 

Failure # I4  

The Plan Sponsor will retroactively amend the Plan to indicate that the amount of 
employer contributions that must be paid to the Plan by the Plan Sponsor will no longer 
be based upon any Memoranda of Understanding between the PIan Sponsor and the 
Appiicant. The amendment will be effective as of July 26, 2004 and it will allow the 
terms of the Plan to conform to the Plan's operation in regard to this matter. 

Ill. APPLICANT'S REVISION OF ADMINISTRATIVE PROCEDURES 

Failures X I ,  2 & 3 

The Applicant is working with outside tax counsel who will advise them in regard to 
changes in the Code that require amendments to be made to the Pian, Tne Applicant 
and Plan Sponsor will work together to ensure that the Pian document is updated in a 
t~mely manner for tax law changes. The Applicant has indicated that it will apply for a 
Cycle C determination letter in accordance with the applicable timeframes currently set 
forth in Revenue Procedure 2007-44. 

Failure #4 

The Applicant no ionger permits the Unions to make any contributions to the Plan. Only 
contributions from the Plan Sponsor and participating employers will be accepted. The 
Applicant has hired outside tax counsel who will assist in ensuring that future changes 
t3 the ?!an are in compliance with Code section 401 (a) requirements. 

Failure #5 

The Ptan Sponsor will not adopt any future amendments to the Plan that result in a cash 
or deferred arrangement. The Applicant has hired outside fax counsel who will assist in 
ensuring that future changes to the Plan are in compliance with Code section 401(a) 
requirements. 
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Failure 86 

The Applicant has changed its procedures and if and the Plan Sponsor now realize that 
retiree health benefits cannot normally be paid by the Plan and that the expense of 
administering retiree health benefits cannot come from the Plan's assets. 

Failure 87 

The Applicant has hired outside tax counsel who will assist in ensuring that future 
changes to the Plan are in compliance with Code section 401(a) and other applicable 
requirements under the Code. 

Failure #8 s 

The Applicant has implemented a new annual monitoring system that will ensure that all 
required minimum distributions begin on a timely basis and include benefits under the 
Plan with respect to ail types of Plan participants and beneficiaries. 

Failure if9 

The Applicant has revised its software, testing protocols and internal reports to monitor 
participant compensation and cut it off when it reaches the appropriate iimits under 
Code section 401(a)(17). Employee contributions will be cutoff and no retirement 
benefits will be based on the excess compensation. 

Failure if10 

The Applicant has educated its workforce in regard to the various benefits of the Plan 
that are subject to Code section 401(a)(31) by creating a detailed chart. Formal, 
detailed procedures that reflect how the Plan will comply with Code section 401(a)(31) 
have been written and the Applicant will use these documents when administering the 
Plan in regards to this maiter. 

Failures # I  1. 13 & 14 

The Applicant agrees not to administer the Plan and/or provide benefits in a manner 
that is not explicitly authorized by the Plan. If the Applicant believes that the Plan's 
operation needs to be changed it will work with its tax counsel and the Plan Sponsor to 
have the Plan amended before changing the Plan's operation. 

Failures $12 

The Applicant has revised its administrative procedures for ensuring the Plan's 
compliance with the limits of Code section 415(b) as detailed within the previously 
referenced docu~nent entitled "San Diego City Employees Retirement System 41 5(b), 
{c) and (n) Compliance Strategy Report" with a revision date of December 5, 2007 
prepared by the Applicant's representative, Ice Miller as supplemented by Exhibits A 
and B with the same revision date prepared by the actuary, Cheiron. 
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IV. APPLICANT'S PAYNiENT 

The Pian Sponsor and Applicant will neither attempt to nor otherwise amortize, deduct, 
or recover from the Service any con~pliance fee paid in connection with this compliance 
statement, nor receive any Federal tax benefit on account of payment of such 
compliance fee. 

V. ENFORCEMENT RESOLUTION 

The Service will not pursue the sanction of plan disqualification on account of the 
qualification failure(s) described in Part I. The Service will waive the excise taxes under 
Code section 4974 on account of the qualification faiiure(s) described in Failure 8. 

The Service will treat the amendment(s) described in Failure number 3 as if they had 
been time!y adopted for the purpose of ~ a k i n g  available the extended remedial 
amendment period cunentiy set forth in Revenue Pr~cerlr l r~. 20137-44.2007-28 I.R.B. 
54. However, this compliance statement does not constitute a determination as to 
whether any such plan amendment(s), as drafted, complies with the applicabie change 
in qualification requirements. 



San Diego City Empioyees' Retirement System 

This compliance statement considers only the acceptability of the correction method(s) 
and the revisionis) to administrative procedures described in the submission and does 
not express an dpinion as to the accuracy or acceptabiiity of any calcufations or other 
material submitted with the application. In no event may this compliance statement be 
relied on for the purpose of concluding that the Plan or Plan Sponsor (as defined in the 
applicable revenue procedure setting forth the Employee Plans Compliance Resolution 
System) was not a party to an abusive tax avoidance transaction. The compliance 
statement should not be construed as affecting the rights of any party under any other 
law, includ~ng Title I of the Employee Retirement Income Security Act of 1974. 

This compliance statement is conditioned on (I) there being no misstatement or 
omission of material facts in connection with the submission, and (2) the completion of 
ail corrections described in Pairs i l  and Ill within one hundred fifty (150) days of the dat* 
of the compiiance statement. 

By signing this compliance statement, the Plan Sponsor and Applicant hereby agree to 
its terms. 

The City of San Diego 

Title: C& 

Date: /z,,/20,/~? 

Board of Administration For The San Diego City Employees' Retirement System 

By: 

Title: 

Date: Ie/-/zO/o 9 

Approved: Contact information: 
Joyce Kahn, Manager Paul C. Hogan 

SE:T:EP.RA:VC: Group 7554 
Employee Plans Voluntary Compliance 91 5 2nd Ave.- Mail stop 51 D 
Tax Exempt and Government Entities Division Seattle, W A  981 74 
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1. CERRfiCllTt NUMBER 

REQUEST FOR COUNCIL ACTION (FOR AUDITOR'S USE ONLY) 

CIM OF SPIN DlEGO 

To: Z. FRO* (ORIGINAliND DEPARTMENT): 1. D A Z  

City Anorney Council President Scott Peters 
4. SUBJECT: 

Retention of Outside Counsel Services - Presidential Leave 

11. PREPAWATION OF: 

1 DEPT 

. - i ::2;::zNT 
JOB ORDER 

C I P NUMBER 

I 
I 1. Authorize the Mayor to negotiate an amendment to the current agreement with Foley and Lardner, outside legal 
1 counsel, for the sole purpose of reviewing and advising the Mayor and City Council on legal issues associated with 1 the ellmination of the Presidential Leave Program pension benefits in response to the IRS Voluniary Correction 1 
, Program Compliance Statement. 
I I 

7. CHECK BOX l i  REPORT 70 ONTACT (NAME. PHONE 6 MALL STA) 

, 

12. SPECIALCDNDITIONS: 

COUNCIL DISTRICT(S1: 

COMMUNIN AREAS): 

ENVIRONMENTAL IMPACT: 

HOUSING IMPACT: 

OTHER ISSUES: 

8. SECONDARYCONTACT (NAME PHONE L MAIL STA) 

ihsleq 236-dla.67 
COUNCIL IS ATTACHED 

i) 8.COMPLETE FOR ACCOUNTING PURPOSES 

FUND 
B. nDDtT1OYILt IHFORMATtON i ESTIM(\TED COST: 



EXECUTIVE SUMMARY SHEET 
CITY OF SAN DlEGO 

REPORT NO:. DATE ISSUED: January 23,2008 
ATTENTION: Members of the City Council 
ORIGINATING DEPARTMENT: Office of the Council President 
SUBJECT: Retention of Outside Legal Services - Presidential Leave 

Program 
COUNCIL DIST@CT(S)~ ~ l l  
CONTACTRHONE NUMBER: 
REFERENCE: IRS Voluntary Correction Program Compliance Statement 

REOUESTED ACTION: 
Citv Council a~t'horization for the Mavor to negotiate and execute an amendment TO the retention 

2 ~ - 
agreement with the law firm Foley and Lardner for the sole purpose of reviewing and advising the 
City on legal issues associated with the elimination of Presidential Leave Program pension benefits 
in response to the IRS Voluntary Correction Progkn Compliance Statement. 

EXECUTIVE SUMMARY: 
The Intemal Revenue Service has recently issued a Compliance Statement in response to the 
Voluntary Correction Program filings initiated LY San Diego City Employee Retirement System 
(SDCERS). The IRS Compliance Statement describes changes which must be made to the City's 
Retirement Plan in order for the Plan to come into compliance with IRS codes and to maintain its 
qualified starus under federal law. The Compliance Statement includes a determination that the 
Presidential Leave Program violates IRS requirements. The Compliance Staiement requires that 
Presidential Leave Plan elements be retroactively removed from the plan document and specifies 
other corrective actions including the return of contributions and the reduction of benefits and 
service credits for Presidential Leave Program participants. (See attachment for the full compliance 
statement finding and direction regarding the Presidential Leave benefit). 

On January 8~ the City Council authorized retention of the law firm Foley and Lardner to advise the 
Mayor and City Council on the terms and conditions of the IRS Compliance Statement and to review 
the draft ordinance which would incorporate the Municipal Code changes necessary to bring the 
SDCERS Plan document into compliance. Today's action would authorize an amendment to the 
scope of work with the firm to include reviewing and advising the Mayor and Council on legal 
issues associated with the elimination of the Presidential Leave Program benefit. 

FISCAL CONSIDERATIONS: 
The initial $50,000 authorization for Foley and Lardner, which was approved on January 8, may be 
sufficient to cover the costs for these additional legal services. 1f not] a future funding authorization 
action wiIl be necessary. 

Council President Scott Peters 





Retirement Off ice 
City of. San Dieqo 

MEMORANDUM 

Date : February 17, 1989 

To: Ed Ryan, Auditor and Comptroller 

From: Lawrence Grissom, Retirement Administrator 

Subject: PRESIDENTIPL LEAVE 

,y 
This is.to confirm a variety.of items on this subject whicb we 
covered in and after our meeting on February 16', 1989. 
dential Leave is an apgroved leave and, as.such, buy back is 
covered by Municipal Code Section 24.0313. 

Presi- 

The cited code section provides that an employee may request to 
buy back service credit for approved leave. Sucl request must be 

>CC/ ' made within sixty (60) days of return to service. The cost to 
buy back is broken do%m into two basic categories, as follows: 

&( s&~cr/ - - PERIODS OF ONE YEAR OR LESS. Employee must pay the 
7/33 3 amount of employee contribution, plus interest, only. 

The City pickup is a portion of the employee 
contribution paid on behalf of the employee and is, 
thus, a part of the employee contribution. 

11. PERIODS IN EXCESS OF ONE YEAR. Employee must pay the 
employee contributions described above, and, in . 

?/LS 91, addition, must pay the employer contribution, plus @J&,I& 
interest. %.- 

Ron Newman, President of the POA, will be returning to active 
0 

duty effective Harch 4, 
back cost based on the above. 

We agreed that employees on 

prospectively. The 
to pay their contributions 

tions will be 
contributions will not be charged for the first year, but will' p~hw~ 
for any period over one year. In addition, since we will be 
receiving contributions each pay period, we gill not charqe 
interest. I have discussed this with,~?cfi Katz, and he agrees 
m a t  this procedure is legally correct. -- - 

a 

CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2,2004 



Ed Ryan 
February 17, 1989 
Page Two 

I have also informed POA of this. I understand that Harry Eastus 
will be replacing Ron Newman, effective March 4, 1989. 

We also agreed that the above is applicable to other employee 
orgtnization presidents. I will volunteer to handle 
communicating this to those individuals and organizations. 

Please advise me +s soon as possible of any special procedural 
steps necessary in the processing of the biweekly payments. 

cc: Jan Beaton 
Jack Katz 
Bob Ferrier 
Ron Newman 

b 

CONFIDENTIALITY REQUESTED UNDER LETTER OF MARCH 2,2004 





Sm DL00 CITY EMPLOYEES' RETImMGnT SYSTEM 
rnM0RAM)LW 

DATE: October 9,1997 

TO: Retirement Board, via 

FROM: Lawrence B. Grissom, 

SbXJECT: 
\ 

Request f o r w a i v e r  of Interest on Purchase by Judie Itatiano ........................................................................ <...............,..........-.. 

Judie Italiano is the PresidentiGenerd Manager of the MEAtMUnicipal Employees Association). 
Prior to being appointed to that position in 1986, she was a City.empio,yee. S h e  took a Leave of 
absence 5om her City employment to assume the MEA position. She is reque&g.h? you 
waive 'interest on the purchase of her LWOP &cave Without Pay) in the amount of 519,809.50. 

Iier position s it relates so membership in CEXS is analogous io the P~P-iden? of the PPOA 
(Police Officer's Association). That position is also fil,ed by a City employee who has taken a 
leave of absence to assume the position. 230th the MEA andPO.4 pay ?heir Presidents 8 salay. 

In 1989, tbe then President ofPOA wrs allowed to purch.ae service .credit in CERS *tough the 
n o m d  process for purchasing LWOp service. in additioo, the POA was dowed  to pay normal 
ritlrement conaibutions, both employee and employer, on behaEofiZs President a n  an onzoing 
basis. These contributions are based on the age at enrollment into CERS and thtsdary received 
as President. This procedure has been in place since 1989. . . -- 
Th~s  proceddxe is only applicable to the Presidenxs of the h E A  and POA. The heads of the other 
two employee organizations, Local 127, and Firefighters Local 145, each have diEert-nt 
employment amSemenTs. 

-.- j."... . - ;.... - 
.4ppuently Ms. ltaliano mad. 2. resuest for similar Reamen? at some rime prior to 1989 ma w s  
denied by the City Manager. She con:+ctedS?dfi on 'his issue in 1996 and ,the k n s h g  
discussions rzsult.ed in purch&e cost calc&tions and the request before you. 

-  costs are o u h e d  irl the attached haer  from 5taE to Ms. Iraliano dared 
A~ .a s l  28, 1997. The ambunt of interest she is requesting you to waive is r̂ or rhe p ~ r ~ h u e  of -- 
LWOP oniy, i;? the amount of$19,809.50. 

The prov;,sion for enrollment of the President of an ,employee organization is in rhe Municipal 
Code at Section 24.0201 (3). The provision for the purchseof LWOP is at "Secrion 24.1307. 

.-- --- A 



OCTOBER 9,1997 
PAGE 2 

f i e  B O &  h a  w r y  broad aut;?ority m d e r  the Mwicipal Code to establish procedures: . .. u?clu&ing 

~o_nc~i~~l;i~~~s.,.fo.r.~~,ursh~~;~,o~~.s.e_~~ SDMC 24.1301 - Purpose and. Intlt-nt '- riaips, 
"Subject ro procedures established by t h e  Board, ...". Further, SDMC 24.13 10 -- Purchase of 
Service Credit Payment Options - s m n ~ s ,  "To purchase service credit, a 'Member must stelect to 

pay md thereafter pay, ... an amount, imcluding interest, determined by the Board." 

The sections cited abovs would anoear . . to give tFie Board the ~ ...-,,,. authoriq ",~" .----- ~--*"" to waive *---,. ~-'w,,+*,"-~,ar-u.,.N. inters1 u 
requested, should you elect to do so. 
A#"*- 



Exhibi 



TxmX YOU. 

a CZW(: PLE4SE STATE YOUR I 
16 

'EE ~'ITESS: ANN WRTE SXiTN, S-M-I-T-H. 
17 

18 

-.. 

i&;AT IS YOUR OCCUPATION? 

I 

DEBBIE K. worm -0,- $ 8  - -  - 



.Lwm fm L E r n  8Enninni? 

. NGT INTTTALi,Y. 

0. LX3 YOU F J Z A i L  A REQUEST THAT PEA'S PRESIDENT BE 

PEYMITED, mT I S  MS. ITALLMO BE PERMITTED M C O l J T m  

PKRTICIPATING I N  S E E R S  WHILE ON IjlNPAID LEAVE? 

A. THAT *KQUEST WAS MADE TO THE CITY WHEN VEX LEAVE OF 

AESENCE, -UNPAID APPROVED LEhTJE OF KESrZNCE, F IRST BEGAN AN3 3-E 

REQUEST bL4S DENIED. 

Q .  YOUSAIDTHATWAS 1 9 8 7 ?  

A .  YES. 

Q. WAS HE23 WUEST APPROVED THEK? 

THE COURT: I T  WAS DENIED. 

MR. ROSE: OH. SORRY. 

BY MR. RDSE: 

Q. AND SO HER REQUEST AT TXYT TIME WAS DENIED? 

A.  THAT'SRIGHT.  

Q . OKAY. SO HOW LONG DID MS. ITALIAN0 CONTINUE AS 

PRESIDENT OF MEA ON UNPAID LEAVE BCT NOT PARTICIPATING I N  

SCCERS? 

A. W I L L A T E 1 9 9 7 .  

Q F m T  I - l V P m  AT THXT TIT4E? 

A .  AT SOME POINT PRIOR r0 OCTOBER OF 1 9 9 7 ,  MY BEST 

REIIOLLEXYl?ION BEING THAT IT WAS SOMETIME DURING 1 9 9 6 ,  

MS. ITALLAX0 BEC41W AWARE W I T  ALTFOUGH HER REQTJE:ST TC 

COM;NLIE: M PARTICIPATE mi WE PENSION PLAN ONCE ON AN 

APPROVED LEAVE OF AE3SEniCE TO SERVE AS UNION PRESIDENT I?@C BEFN 

D W E D ,  THKT' TfiE PRESIDENT OF TEE POLICE OFFICERS ASSET-%TION 

DEBBIE K. WOOD, CSR #6515 



KAJ3 BEmT PLLX)hED BY THE CITY TO CONTINS5 M PARTICIPATE IN TI33 

P~SIOX PLAN, AND THAT RAISED TKE RD F L ~ G  WIT AP.T L?JE@?ITY 
IaD F m  WAT PmT IIAi3 Bm GmTE33 T3 POA'S ?l?EsIDB\$T 

BEEN DENIED TO MEA'S PMSIDENT, AN3 T%kT IS= WAS BROUGHT 

M THE CITY FOR RED-SS. 

MR. FKXZ: LET ME SEE IF I CAN M%RK A COUPLE OF 

EXFIIiSITS, YOUR HONOR, AIND I'LL D3 ALL AT ONE TIME, TEE 

m WdrnE;ZS IN ORDER. 

(AN OFF-TKE-EORD DISCUSSION IS. HELD. ) 

EX MR. ROSE: 

Q . I'M GOING TO HAND YOU SOH33 EXHIBITS THAT WZ1;IE  GOING 

M BE UXIKING AT, MS. SMITH. 

'JTE COURT: HERE IS A NEd PERSON. HEX EARS WERE 

BmG . 

(COUR'T'S -BIT 1502, 'IWO-PAGE MEPIOF@.NDJM 

DATED 2/17/89, IS P r m  FOR IDENTIFICATION.) 

BY MR. ROSE: 

Q. 1502 IS m o m  I'MLOOKXNGATFIRST. 
THE COURT: WHiCH ONE IS THAT? 

3 .  : TI;FIT1 S A TdO-PAGE MEPfO DATE32 

FEBRUARY l7Tii, 1983. 

'JTE COURT: THAT'S 1502. 

MR. : THANK YOU. 

BY MR. ROSE: 

. OKAY. CO YOU BEFORE YOU 1502, MS. SMITEi? 

I l  

DEBBIE K. WOOD, CSR #6515 



A .  I m. 
Q . IX) YOiJ FZCXTJIZE EGKO? 

A .  Y E S , I W .  

Q. W H E N  DID YOU FI-WT SEE I T ?  

A .  I BELIEVE W-kT I FIRST SAhJ TiOS MEMORANDUM CVT -- 

2004. 

Q .  THIS I S  A SUB?ECT OF PH3SIDEKTIAL LE4VE, m E S  THIS 

PERTAIN M ISSUE Vv%: IiZ;VE u W T  BEEN TPJlKCNG ABObT? 

A .  Y E S , I T W E S .  

(2. BUT AT TI-IE TIMF: TI-IAT IT APP-Y WAS GENEPATEE IN 

FEBRUARSI OF '89, YOU DID NOT HAVE IT? 

A .  I D I D N O T .  

Q .  YOU DID NOT HAVE I T  IDJ ROUGHLY 1996 

I S .  Ill&IANO MADE hTER REQUEST? 

A.  I D I D N O T .  

(3. DID TEE DISCOVEXY OF THE P-WSIDEXTDL LEAVE POLICY 

FOR THE POLICE OFFICERS ,%SOCIATION CAUSE THEBE TO BE A CHANGE 

DJ PLS . ITRLLJWO' S STATUS? 

A .  YES, I T D I D .  

Q WHAT WAS TFE W G E ?  

A .  THE (3LWJGE WAS THXT TWE CITY ACKNChLEIXED TIL&T I T  

I-W3 CREATZD AN INF,QUIW THROUGH l3DXRERTANCE AND THAT I T S  

D m  TO MS. I T X I A N O  OF THE O P W R ~ T Y  TO CONTLPJUE TO 

PARTICIPATE I N  'IRE SCCEiiS PLAN W I L E  ALLCWIING IsgA'S PRESIDENT 

TO CO I T  WE BEZN LNE?AIR, 'IRE CITY HAD A G E m  TO REDFESS 

THAir EY PERMi'ITING M S .  ITALLAN0 TO BEGIN M PARTICIPATE ACPLN 

IN THE SCCEPS PLXV TO IGX3 CONTRISJ?TIOXS m S E D  ON I-EX - 
UNION-PAID SALARY, WHIm IS WHAT TIE FCA PRESIDENT 'WAS COING, 
------- 

DEBBIZ K .  WOOD, CSR #6515 



SOT 'dITH THE -UNDERSTYANTDING TJA-T EX COni7iRIBUTIONS NEEDED 'KI 

INCLUDE NCYT ONL,Y 'vWAT SHE WOUW BE BEQUIRE32 TiY) COWFXB-UTE liS 

AD3 EMPmYEE, THE FULL AMOTUNT, BUT ALSO THAT SH3 iiO-LiLD NEED To 

PAY GiZilArr TrIE CITY irJOULD (YEERb$iSE BE REQUIRED TO PAY WEE ON 

THAT UNION-PAiD SALARY. SO SEE WAD TO ACCEPT RESPONSIBILITY 

5% PAY BOTFi SIDES O F  THE COL\RRTBUTION I N  ORDER TO B732OME A 

PARTICIPANT AT THAT POINT. 

AND THE C I T Y  EIFEWSE HER 'i"v THE m I R F L W  SYSTEPi 

TO AJ3DRESS THE ISSUE OF HOW TO PAY FOR TKE SEKWCE TEAT 

SEIIEjTi) TF GAP I N  TIME B l Z Y W i  'WHEN SHE WI;S DmED THE &RIGHT 

TO PARTICIPATE RPjD THIS DATE IN -BIT@. OF 1997 hHEN IT b X  

BROUGHI BEFORE THE RFTIREMEhP BOARD. 

Q. WAS THE% SOME LEGISLATION INVOLVED TO EFFECT TIIE: 

CHANGE? 

A. THERE blAS -- TO THE BEST OF MY REZOLLETION, THERE 

WAS A PROVISION INCLiiiDEO I N  ORD33XLWWCE ElARLIER D?J 1997 AT 
*___ - - / 

TIYE TIME THAT TKERE: WAS AT LEAST TWO ORDDJ?OJCES ACOPTED THXT 

RELATEE TG THE KFM D W R O ~ S  I N  W E  PENSION PLAN THAT CFME 
---..-- / 

OUT OF THE WHOLE MP-1 SET OF' ISSUES, An! THAT THERE W A S  AT 
/ 

\EAST A LINE ITIZN FEFERENCE I N  &TAT ORDINANCE E R T  ALLDn'EE THE 
C 

UNION PRESIDENT TG PART'ICIPATE . - 
Q. IF YOU TnrGULE LOOK AT ir SECOND PAGE OF EXHIBIT 1502 

AT TED3 SEZOI\JD PARAGRAPH, THIS  MEMO S- TO RELRTE TO A 

VARIETY OF IT= THAT OC- AT A MEWING B m m m  

MR. GPJSSOM A m  MR. RYAN. THE SECOND PARAGWE IXEZCAIES, ' t T ~  

PLSO A m  TFRT EE ABOVE I S  APPLICABLE M CYlNER E2lPLOYEE 

ORGANJIZRTION PFS3SZDEJlTS. " 

Nod,  'I?iIS I S  A ITEM0 D A T D  1989.  DID YOU H&VE: ANY 

DEBBIE K. WOOD, CSR #6515 



1 1 IDEA IN 1989 THERE W X  A PROCDUGE FSPLIC?BLE TO OTHER 1 
EMPLOYEE ORGWmTION PIGSIDENTS OTHER -- WLW PESaRn M 

A-"SY? 

A. NO. 

Q .  AND WEN YOU FIFST BECAN5 FJn)ARE OF TfIIS MENO I!!J 

2004, W E  I T  CONSISTENT hTTH WHXT YOU IHAE COME TO LEARN LN TfG 

F3Ai%5 BEFOPE? 

A .  YES, I T  WAS. TIM, I T  TiiAC COiiJSISTFNT I C E E  InnmriT i4rPrpS 

DISCOERE33 P X O R  TO 1 9 9 7  AP\ID CONSIS= WITH THE WAY IN h'I.;ICH 
! . ,  

TlE I!'iiVER WLS F'EDRESSED I N  1 9 9 7 .  I TOST HAD N E V E R  SEELg THIS . .- 
, i :  

I , , ,  '. 
$. - j ~ .  

EARLIER MEMO. ANL? CONTRARY TO WHAT MR. GRISSOM'S STATED e , ,  /- " 
: :  ' 

~ ~ i O N  WAS, HE DID NOT GrVE NOTICE OF THIS TO M S .  ITALLWO 

BAC'A AT THAT TIME IN 1989, WHICH OF COURSE bJOVUD HAVE LED M A 

AS DID BEFORE DISCOVERING TEEZ INEQUITY. 
hn---.%xC"l 

Q. SO WIT3 RESPECT TO TEE NEXT SENTENCE OF THAT SAMEi: 

SECOND P m G R A P H ,  WHEN MR. GRISSOM WROTE I WILL VOLUNTEER TC 1 
l8 I W d L E  COMMUNICATING THIS  TO THOSE INDIVIDUALS I 

ORGPSJZZATIONS, " YOU WE3IE NOT PNWX3 OF %TAT EVER HAVING BnI? 

mm? 
A .  I W A S N O T .  

AT T W  TIME? 

2 2 

2 3 

I 
A. I W . JAN BEFT3N WAS IN A STEIFF FJX!XISTPTPRTTVE 

Q . THERE A W  SOIvE CC ' S ON ,THIS i ' 4 O .  

IXl YOU REC-ZE THOSE DJDIVTDUALS .?WE WmT rlIEY DID i 

JACK -WTZ WAS A DEPUTY CITY A'ITORnEY AT T H I S  WDJT 

IN TIICE IN 19 8 9, WTER BECAME A TRUSTEE: ON TrIE E?ETIEL\!lENT 

I 1 

DESBIE K. WOOD, C S R  %5515 



DEBBIE K. WOOD, CSR #6515 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

12 

13 

14 

15  

16 

1 7 

18 

19 

2 0 

21 

22 

2 3 

2 4 

2 5 

2 6 

' 7 

L 8 

BO-2sOJ) REPRESENTING RETIRE33 EPEWYEES. 

BO3 FAR;iIOR (PHONETIC) AT THIS TIME I N  1589 WAS THE: 

LABOR RELATIONS KWAGEF: FOR THE CITY. 

AND RON M3dEP.N WAS Fx IMmLATE PAST P-WSIDW OF 

W=5 POA, \WHO I S  FLSO J3JFEENCED hTTHIN TFE TEXT OF TXIS lQ310. 

Q CO YOU HAVE AN-' INFCRmTIOXT AT ALL PS TO h 1 7 . i  

ANYONE WAS KEEPING THIS INF'ORMATION A S!iXREI FOR T'HF Y E  

BElTWFFT19S9AN21996? 

A. I m N ' T m V E A N Y R E A S O N m B E L I ~ T E i A T ~ O m  

IXlWNEm E I m  TO KEEP I T  A SECRET OR INTENDEE -- OR I N  

PARTICULAR II-IAT MR. GRISSOM INTENDm .NOT TO EWLMW THROUGH 

ON -- ON M T '  HE SAYS I N  TFE MEMORANDL'M. BUT I N  THE IMPERFEC?' 

WORLD I N  WHICH hE LIVE, I T  DIDN'T -- I T  SIMPLY DIDN'T HAPPEN 

WHEN I T  SHOULD HAW. 

(COURT'S EXHIBIT 1 5 0 3 ,  ONE-PAGE ~ O ~ J M  

FROM MR. GRISSOM DATED 1 0 / 0 9 / 9 7 ,  I S  MARKED 

FOR IDENTIFICATION. ) 

BYMR. ROSE: 

Q .  N W ,  L E T M E A S K Y O U T O T A K E A m K A T m m  

EXHIBIT THAT'S MARKED, WHICH IS  1 5 0 3 ,  WHICH I S  A ONE-PAGE 

m o ~ m .  
CO YOU SEE FAT, MS. SMITH? 

A I m. 
Q IXI YOU FBZOGI?JIZE TIirS PEKO? 

A .  YES, I CO. 

Q hiFEAT IS IT? 

A THIS  IS  THE MEMORANDUM FROM LARRY GRISSOM, AS 



PE%iPEMENT AENIMSW~'M)ii, VjXICII ACCGMPANriE13 MS. IT&II?NO' S 

XZQUEST WfiICIi W PUT 3EFORZ THE7 lG3?Im~?T EDARE FIRST 

mOUGH A BljSIKESS ANC PPEEDUPSS COMtQTTm AND TEEN BEFORE 

TFE FLEL BOFm FOR HANDLING IN 1997. AD3) AS I BBELIBTi IS 

W I R  PRCTrOCOL, M F .  CXSSOM rs3ROTE THIS ACCOPPRP\IJVG M D I O ~ D L N  

TO GIVE TFE EK)AiL? TEE aACKGROUND ON TIYE ISSjE AND TEFE KDSON 

FOR ?liE REQUEST 'TEAT rWAS GOING M BE COlMING EEFCW 

. ,nr 0. rvd HAVE RECAD WGOUGH THIS, IIAVE YOU NOT? 

A. I H A V E .  

Q. WES IT ACCUPATELY STATE THE STATE OF AFFAIRS kS: OF 

OCTOBER OF 1997? 

Q. SO AT THE TDE OF THIS MEMORPJKUN, HAU HS. IT&IANO 

RES- W? PARTICIPATION IN SEERS? 

ACTIONS ,, ., .., . . . TH7YT 'IEXE GOING TO TFKE PLACE. ONE OF TtiEM WAS W 
r i2.7 

GOING-bP37NW.E ACTION WEEREBY SHE WAS GOING 'IC MAKE -~ .~,*~" ,.,, ~ ,*..*,-. ~ .?-.,--*,.. ~ ,.*. - ..,. :~~ , . 
CONI'RIBUTIONS TO THE RETIREPif3W SYSTEM BASED ON HER UI?TION-PAID 

S - W Y ,  JUST AS 'EE POA PRESIDENT bJAS WING, ON TFE CONDITIOTS _ I;,_:*._ i* .. 
AS I EYBLIER STATED; TIlAT SHE PAY BOTH TfiE EMPMYEE .- -....Y-IIX---.I.-.. 

COiUTRTBDTION .&WE THE CITY'S CONTKEBTJTION. I3TT ITE BOAIU) 
, ,., , ,. .-..--,--- _-_" ._. - 

" 

?JEEDD 'iY) ACT ON ?T-IE ISSUE OF THE PAST SaVICE CFXDIT AND VTfAT 
,-___((__ _-_.,_-- -1 -...- . . 

Onin, FOR 'INAT PERIOD OF T B ,  AND W T  WAS EXCLUSIVELY .- ,., . . ~ , 

- 
CITY'S JURISDICTION TO ADDRESS THAT. _ -.- .. -~ .. 

." ~ . . ~ .  . . 

SO SHE WAS l X E F m  M 'iliE mIl?FOD3W BOAW, BROUGHT 
_.----..-- 

HEX ACFION TO TFEN, IT WAS HANDLEE IN OPEN SESSIOX, IT WAS 
. . _ ^ -- ,, 

~~~ ON IN Of'EN SESSION UlCW?MOUSLY BY ALL PRES43VT AT 

- 

DEB312 K. W003, CSR #I5515 



TIME, rrJHiCH INCLTJDED D I E m  S H I P I O ~ .  

Q .  SO SINCE THAT TIME, TEEN, HAS YS. I T X I A N O ,  T;S MEW 

PPESIDENT, C O m J B m D  32 S E E R S ?  

A .  ms. 
Q .  SHE D W S  HER S L A R Y  FXOM THE UNL!ON, NOT FROM THE 

CITY? 

F. . SHE COES 

GFT THAT BENEFIT? 

A .  NO. 

Q .  DID YOU BELIEVE THAT THE CHANGE THAT WFS MADE DT 

W E  1997 ?"!EN PUT HER AS T& MEA PRESIDENT I N  THlZ SAKE 

POSITION AS THE ,KIA P I I E S I D ~  -mm RESPECT TO RFTIRENENT 

PAFPICIPATION? 

A .  I T  DID. I T  PUT HER IN THE SAKE POSITION AI\R) 

HER TfiE SAME TERMS AND CONDITIONS AS ALL GENERAL M % M B ~ % ~  OF 
,.- -T,,y.u.. __ ,*,a%,- w."-.l-.l*..r*.-.,e,--*.*.A .'., ,~l,.'̂\. ,.,,,., --,* 

.. - 
ENJOYED. m WORDS, TKlS WAS N r n  A 

.:._._~ .-. 

, NOR WAS I T  FOR 'I'm POA 

PFESIDENT. TEE ONLY ISSUE WAS ~~T IS WZ SAWlRY GOING M BE 

ON THE BASIS OF WHICH CONTRIBUTIONS WILL BE MADE. 

THE COURT: SHE: WAS PUT ON TEE ' SLWF EQUAL FOOTIKTG AS 

TFE FOA PRESIDENT AS FAR AS THAT I S  CONCE3XD. 

THE WITNESS: THAT'S M4CTLY RIGHT 

THE COURT: THAT'S m QUESTION. 

BY MR. ROSE: 

0. >AD TEEN LOOKING AT 'i3iIRE P A ? A G W H  03 

EXHIBIT 1503 FT THE LAST S m W C E ,  I T  STRTES -- TfilS IS m.OM 

DEBBIE K. WOOD, CSR +I6515 



m. GWSSOM TC T F E  BOARD, "?n;lIS PRO333JRE KlS BEEN IN PUICE 

SDJCZ 1 9 8 9 .  " 

DID YOU COIWIRM, ONCE YOU BKYd% AWARE OF TRIS 

OCMBEX ' 97 . P O ,  TK4T, I 3  FACT, THAT FY3 33XN THE PROCEDURE 

EQR lXA SINCE 1 9 8 9 ?  

A .  I CO NCYT KNOirJ h l T  I DID, I F  ANYTHING, 'XI COWIRM 

IT. I CO NCYT THINK I WAD RE.ASON TCI DXUBT THE ACCURACY OF 

WHAT MIi . GiiISSCjivi STArLnlG A1'1' '1'HE TZME MS. ITALIAN0 ' S 

REQUEST PW BEFORE TWE BOAFD. BUT ThEEEEB I DID ANYIEIPJG 

lNDEP~?)ECUT OF ACCEKTING HIS REI?RESmATION OR NOT, I JXN'T 

NOW R E W .  

Q . AFTER THE f f i G E  WAS MTiDE IN OCMBER OF ' 9 7 ,  DID YOU 

BEIESiVE THAT 12SE FOA AND THE MEA PRESIDECJTS WERE ON EQUAL 

FOOTiXG AS FAR AS RETI- PARTICIPATION? 

A.  I D I D .  

Q . DID MS. ITRLIANC IN?"rlC 
. . 

YEWS AFTER 1 9 9 7 ?  

A .  'TFmX W x X E  PERIODIC I N c m E S  m HEX SALARY THAT 

W E F a  F X C L U S n Y  .. BOXm ~ OF /" 

D I m T O R S ,  WHICH I S  ELE@rED TIiE CITY WORKFORCE, 70-ODD 
' ' " * - 

MEXdERS OF THE EK)ARD OF DIPECTORS. THEY SET HER SXLPXY 

F'ROIY TrCriE TO TIME ?IIERE WERE I N C m E S .  AND WHEN THERE: WAS AN 

LniCREASE, TfEE PROCEDUBE WAS TKAT IiER OFFICE VdOUrI YEcTFFY Tfi;": 

mIRFS.IE3?1T BOARD ADMIS\SISTRATm STAFF OF THE CHANGE .IN SALARY, 

PNC TEAT STAFF N O D  CONFIRM THE NEW AMOUNT OF THE I N C m E  IN - .~ ~ 
. ~ - .  . . .  

CONTRIBUTIONS m T  WOULD NEED M BE SE2JT M THEZ RETIREMEbK 

OFFICE. 

THE COURT: W ME A FAVOR, MOVE X E T  BOOK FOR A 

DEBBIE K. WOOD, CSR #6515 



SECONE. 0 NO. MOVE IT. 

bmT iKlES IT SAY? 

'IRE WI-S : " PLEFSE FJ??SC.GR QUESTIONS YES OR NO. " 

'IRE COURT: mWK YUd. T-HX mS\rliEE? IS "mS. " 

E X T  QiiiSTION. 

EVERY LAWYER THAT COMES UP IiERF COES W33 EXACT SAME 

THING. 

THE m m s :  I'LL TRY. 
THECOURT: GOAHEAD. 

THE WImss: I'LL TF;Y NOT M ww.  
rnCOURT: TH&T'S ALL R T m .  

BY MR. ROSE: 

Q . MS. SMITH, YOU I-IAVE BEEPJ IN ATTEXVIXWCE THROUGFFOUT 

%lIS P R E L m Y  IS THAT CORRECT? 

A. FOR ALMOST ALL OF IT, l'ES. 

Q. 'rn HAVE HAE SOME: TESTIMONY, YOU MAY HAm IaAm IT, 

ABOUT PICKUI? P A m S  BY TEE CITY. AS I REXXLL, MR. MODES 

SA1D KE BEGAN RECEIVING PICKUP PAYRENTS WmCTTVE 

JULY 1, 2002. 

C O W  YOU l3XPLALN FOR US WJ2AT PHRASE MEANS, 

"PICKUP PAYMENTS FROM THE CITY" ? 
~ ~ ,.. .,~... ~ , . ~  ~ ~. 

A. EACH E@LUYEE, AS A PARTICIPANT I N  SEEPS, FRC; A 

IONTRIBUTION OBLIGATION. AND TIiAT N40u1'JT IS D n  54SD 

3N AGE OF THAT W L O m  AT TEE TIME I B  OR SIiE BM%MF, PA 

PARTICIPANT IN TWE SYSTEM. AND IT ALSO DEPENDS ON I4- 

IFHAT W m m  IS A SAL- -- IS A SAFETY i%EL!BER OF THE SYSTEM 03 

4 YJiNI3~ OF 'BE SYSTEM, OR A LEGISLATIVE OR ELWTEE 

DEBBIE K. WOOD, CSR #651i 



W YOU RECCGNTZE TWiT AS RESOLbTION TkAT V\AS 

m m m  BY THE; CITY COUNCIL? 

a .  I m. 

ITS FINAL FORM? 

A .  I PROBABLY SM IT  BEFORF: TWiT DATE IN ITS FINAL 

FORX, BUT SOMETIME CLQSE I N  TlME TO THAT DATE. 

Q. C R W  Ynr! LmI,L FJ?YDDXTG AT A& THAT CaMF LJF 

ABOW THE S U B m  OF A CAP ON THE UNION PFcESIDENT RFTI- 

CXWULATION BE;?WEEN MR. KEXLEX B D G I N G  I'I' UP 'THAT ON3 DAY 

BEIWEEN YOU AND MS. I T A L M O  AND E M B E R  21, 2002?  

A. TO TYIE BEST O F  PE FSCOLLECTION, T F E k  h J  NOT A 

SINGLE OTfiER REFEZENCE TO IT  DURING ALL OF m T  TIBE 

CAMX TO ME, AS I SAID, BEFORE OCTOBER. 

Q. DID M S .  ITYLIANO PEETVE ANY MONE!I!!Y BEiNEFIT BY 

AGREEING TO MR. KF;LLM1 S PROPOSAL? 

A .  NO. 

SHOULC SAY W E S  THIS ACCTFATELY DEPICT THE AG?BXENT THAT YOU 
* ,  ;--..,-.*.-* .a.--..-,,,,.e- 

AND MS. I T A L I M O  ITY CONCEPNTNG HER 

RFTII?J3GNT C P m T I O N ?  

A .  YES, IT' WES . UM -- T ! i T  -- 

Q .  I F  YOU LooK AT PAGE 3 AT THE BOTLYM, &TEE IniE GET 

PAST ALL OF TEE 'hHEPZLSES, I T  HAS hHAT IS BEING RESOLVEZ TEXT 

IS  APPROVE?) BY COUNCIL. 

W YOU SEE: 'IZIAT? 

A .  mS. 

Q. LOC)K_TnTG AT W T  PRRAGF.PLH OF PAGE 3, DID -- DID 

DEBBIE K. WOOil. CSR #6515 



r-r - II-ILS FESOLUTIGN IleCURATmY DESCRIBE I T  WAS W I T  

M S .  ITALLQTO AGREED M SOlTZ MOIGTWS BEFOFG? IN RESWNSE TO 

MR. KELLEX'S PROPOSAL? 

A YES, I T  DID. MY OhJY HESITATION I S  TO ~~- aE3R ON 

THE -9GCOW) THRT bFAT biRS ~ C M G ~ I Z E E  J3BE hW, IN FACT, 

EXCk?T FOR TFB lMPOSTTION OF THE CAP, 'hHICZI 'DS NOT ~?_FmTBLY 

FAVOrnLE TO MS. ITALLANO, BUT WHAT WAS m o R I A L 1 z E D  I-IERE HAD 
-- -- - -  

.&LREUY BmJ 'EE A m  IN I3'ZCT AND BEIETG EXXDXEG SiNCE - ---__ _ - 
L4TE 1 9 9 7 .  IT W S  NOT ANEWBENEFIT FORMS. ITALWW AS IT 
-M 

WRS LATER P R W  M BE BY CERTAIRT PWPLE.  

Q .  OKAY. SO IN W E  FIVE YEARS THRT TFGJVSPIRED AFTER 

OCTOBER OF 1 9 9 7 ,  IS T H I S  THE FIRST TIME THE PROCDURE FOR 

MS. ITALIESLO AS TI-IE MEA PRESIDENT WAS MEMORlALIZED IN W T l N G  

BY m CITY? 

A .  IN THIS RESOLUTION FORM, YES. - -- 
Q .  WEN I T  WAS MZMORTALIZED, I T  WAS THE S M  A S  I T  5RD 

BIZEN AIL THE WAY BACK IN 1997? 

A. EXACTLY. M C E F T F O R T H E C A P .  THTiTWASNEN. 

Q. LOOKING AT THIS  LAST PAR4GWH OF PAGE 3 WIGLR Ti% 

, WHE23E TJGi S-CE CONCLmES THAT "THE FORMULA S F i  BE 

BASED ON THEIR FLESPECTiVE COMBINED CITY ANC UNION S M Y ,  N(YI' 

TO F X C m  TJGi ANNiJAL BASE S M Y  OF THF: CITY'S  LAaOR F3XRTIGNS 

MXaGEF!. " 

DID THIS  P/WXE AWJLABLE TO PG. ITALDNO, IF  

CIRCUMSTmCES CHANGED, T I T  SHE COULT) E E Y h  TWO S P m E S  AND 

USE THKT FOR HER ULTDQfTE RFTIFEMEHT F'OIWLKA? 

A. BEAIi WITH ME ON 'I'HIS Nod. T I E  -- TEJ5 hmv' ARTICLE 15 

'IWXT I fSFIVE DESCRIBED FOR PRZSIDENTIKL LEAVE, THE I'1Jtl PKOGRN4 

DEBBIE K. WOOD, CSR ?I6515 



ON A GOING-FORd?EC ~ BASIS, ~ WAS GOING TO BE THE OYLY WAY FOR A . . . ~  

NE%KrLY-ELEETEE PWSIDECJT OF WA M PAXTICIPATE IN SaaEF:S. 

EiObLWER, THRT PROGNW WAS AWLABLE TO MS. ITFLUNO, EXEN 
. ~~ 

; KEANlXG TH?iT AS OF JULY 1, 

'm m EFFECT, rn H E 2  BOARD OF DIREORS bJmm WER TO W 

SO, SHE COULT) HkVE GONE BACK ON THE CITY PAYROLL, FJXEIWD TEE 

PAY AND Bl3lWITS OF J3D PRTOR POSITION, 'SdTiiICIi I%,TEYS THE JOB M 

BE S A m  ON 'TRX APPROVED LEZi.. OF ABSENCE, AND IN ADDITION 

RECEIVED WHATEVER SALARY UNION DlTENED APPROPIUXE TO PAY 

HER FOR I-W SERVICES, AND PAID CONTRIBUTIONS TO SEERS ON THAT 

-UNION-PAID W Y  IN ADDITION M THE: CONTRIBUTIONS THAT ~niOULD 

BE PALID ON HIP. CITY-PAID SALARY. THA.T 

RMlMRS D m m m  IN 2002 TICOUGH THEY 

COULD Jam. 

Q. DID THIS FGSOLUTION AFFECT APSIONF, OTHFZ TH7JX 

YS. ZTALIANO? 

THE COJRT: YOU THDX I UNDEXSTAND THAT, YOU GOT 

m m  THX corn. 
(LAUG-. ) 

MR. ROSE: KXJLC YOU READ BACK TKE LAST ANSWER? 

THE COURT: NO, WN'T. 

MR. ROSE: 'CIJOULD T A T  MAKF: IT BETTER? 

rn COURT: I SAID? 0 E l R I I  %TAT SRX . 

GO AE-IEAD. 

/ / / 

/ / / 

DEBBIE K. woon, CSR #6515 





RECEIVED JUL 2 5 7597 

4385 Home Aveniie Son Diego, CA 92103 
264-6632 /FRY 264-0405 / MS-1-76 

DA TE: Jidy 25, I99 7 
- 

TO. C~tlry Len;?, L a S x  Relations Ma,nager 

FROM: Judie Italiano, ~residendGe'nerai Manager 

RE .. Judie Iraliano 's Ciiy Retirement 

P e r  ou r  previous d i s c u s s i o n s ,  I s m  ou t l i n ing  f o r  you wnat I fsr l  
would be a f s i r  s e t t l emen t  of my claim t h a t  I was d-nied t h e  
o p p o r t u ~ i t y  2 0  p a r t i c i p a t e  i n  the  CEPS p l a n  whi le  on n s g o ~ i a c e d  
p r e s i d e n t i a l  i save .  

In  August of 1586 i, requested a leave of absence t o  p s r f c m  t h e  
d u t i e s  of Mz>.,s President  on a  f u l l  time b a s i s .  A t  the  time of 
t h a t  l e a v e ,  M5R's General Manager, Dick Barker ,  made a r=cuss: t o  
t h e  Labor Rela t ions  o f f i c e  t h a t  I h allowed Lo cont inus my Ci ty  
b e n e f i t s  while on leave  and t h a t  arranFements b2 msae f o r  ~ayInEnt. 
The response from t h e  Labor Rela t ions  o f f i c e ,  which c i t e d  Atcorney 
John Kaheney, was t h a t  t h e r e  were no provis ions  t o  a l low :or t h i s  
tme of arrznoenent and t h e  appearance o f  a l lowing  someone to  
con t inue  b e n e f i t s  while be ing  contpenseted by t h e  union mi?: lL be 
s s e n  a s  z "rn5.s'cs.e o r  g i . f t  of  publ ic  funds" i a  phrase  t h a t  F..+hiney 
was f ~ m o u s  fox: .  

Consequently i was unable t o  pay i n ~ o  my C i t y  retiremen: durir.5 my 
l e a v e  of a b s e n c e .  My SPSP and deferrsd com?ensation wern f rozen 
t n d  I was unable t o  c o n ~ i n u e  my hea l th  in su rznce .  

E a r l y  1996 I l e i r ~ e d  ;ha; f o r  many years t h e  C i t y  h d  Seen allowing 
P o l i c e  C f f i c e r s  on p r e s i d e n t i a l  leave t o  concinue Ci ty  b e n e f i t s  
i n c l u d i n g  rrrir-mer.:. AC t h a t  time I voicsd my concern t h r c  J h a 3  
been u n f a i r l y  denied the  same access t o  C i t y  b f n p f i ~ s  t h a i  o t h e r  - 
employee organizat ions h2d been proviaea.  i m e 2  t h i s  knovn :o 
you ,  Lar ry  C-rissom, end Jack McC-rcy. 



Now that i have all the numbers from the Retirement oilicz I am 
making a request to make myself whole in retirement for the time I 

~~~ 

- .  ----wa-s--d%nitd~ =h~-.opportunity--co oasricipate by. us=. 01. .t~n- foll.ox-ia 
meth 

~~~~~~~~~ 

A. I would make a formal request to the Retirement 90arA to 
"forgive" 211 interest owed due to my ability to pay being 

... unfairly denied. 

3. 1 would make full payment for all "employee" coz-,rtbutions 
owed by a transfer from SPS?. 

C. HEVP the Manager's office make arrangemenis to take 
X'esponsibiSity for full payment of the " employ~r " portion that 
is owed. 

D. L woulci begin immediate direc; payments to the Rscirement 
office for both the empioyee and emgloyer portion of my 
retirement while I continue on presidential leave. 

I would appreciate your immediate response on this issus so we can 
stopthe clock on the amount owed. The merhod of repeymsrt I have 
requested to right this wrong is, in my estimarion, a fzir one 
considering this large bill would not be owed had I bees granted 
the szmo opporrunity ro pay as ?Of. presidents were qraner6. 

cc: >>rI SnizL 



Exhibi 



SAAr DIEGO MOMCIPAL EMPLOYEES ASSN 
4185 Home Avenue San Diego, CA 921 05 

264-6632 /FAX 264-0405 / MS-126 

DATE: August 21, 1997 

TO: L a y 3  Grissom, Retirement Administrat~r 

FROM J d i e  Italiano, PresidenyGeneral Manager 

RE: Direct payment of Retirement contribution. 

I a m  most anxious t o  s top  t h e  clock on t h e  accumulaiing b a l e a c e  I 
owe f o r  my re t i r emen t  buy-back. To do t h a t  I must know tie amount 
of the  employer p l u s  the employee p o r t i o n  of my coocr ibut ion .  I a m  
r eques t ing  that you provide me t h a t  informatior! +long w i t h  :he 
procedure for making a d i r e c t  payment 2s qu ick ly  2s p o s s i b l e .  

It is my goal  t o  make September be the f i r s t  month I mzke a payment 
i i  me2n September of 1957!) and your ass i s tance  would be most 
appreciated. 





ORDINAKCE h W E R  0 -  18353 @TW SEmS) 

ADOPTED ON FEB 2 5 '1597 

AP4 ORDWhUCE L%MXNDIXG CEAE'TER XI, ARTICLE 4, OF TJ3X S A N  
D E G O  RlTNCTPAL CODE BY AiVCENDmG Dfi'ISIOD' 1 BY 
AMENDmG SECTION 24.0103, IREPEALmG SECTIONS 24.0101 .kRD 
24 0104.1; BY AMENDIBG DIYiISION 2 BY AMENDmTG SECTION 
24.0201, RJ3PEALhTG SECTION 24.0201.1, RETITLWG mTD 
MEENDING SECTION 24.0202, REPEALTNG SECTION 24.0202.1, 
RETITLING SECTION 24.0203, IREPEALIBG SECTION 24.0209, AND 
AMENDING SECTION 24.0211; BY ANDENDING DMSION 3 BY 
AMXXDaG SECTION 24.0301, RETITLING AND AMENDING -- -- --. 

SECTION 24.0 02, R E ~ E E ~ C  24.030x3 REIWiXBFmG-- --'- 

- SECTIOW74;03 k j-~24;0306-TO-SE+XONS2&0304-M,24e0S05, 
REPEALING SECTION 24.0307, RENUiMBERWG SECTION 24.0308 TO 
SECTION 24.0306, Ai\/iENDLNG AND REihVMBERWG SECTION 
24.0308.5 TO SECTION 24.0307, AND RENUMBERING SECTION 24.0309 
TO SECTION 24.0308; BY khlENDmTG DMSION 4 BY AIMEDUDrnG * SECTIONS 24.0402 kXD 24.0403 R4-:TROACTIVELY APPLICABLE TO 
JANUARY 1,1997, AND AMENDING SECTION 24.0404; BY A K E K D ~ G  
DIVISION 5 33Y AMENDING SECTION 24.0503, R E N U M B E m G  
SECTION 24.0503.1 TO SECTION 24.0504, AMENDlTiG AND 
RENUMBERING SECTION 24.0504.1 TO SECTION 24.0505, 
RENUMBERING SECTION 24.0505.1 TO SECTION 24.0506, 
REPEALING SECTIONS 24.0514 AND 24.0516 RETROACTSYELY TO 

DATE OF OCTOBER 1,1987, AXD AMENDING SECTIONS 24.0521 
AND 24.0532; BY AMXNDINLNG DIVISION 6 BY REPEALmG SECTION 
24.0608.1; BY AIMENDIIiG DIVISION 7 BY AMENDL"'TG SECTION 
24.0706, RETITLING AND AMEhQNG SECTION 24.0709, AND 
AMENDEVG SECTION 24.0710.2; BY AMENDING D M S I O N  9 BY 
AMENDING A h a  ~ N T , ? E R I N G  24.0907.1 TO SECTION 24 0907; BI' 
AhfENDING DIVISION 10 BY AMENDmG SECTION 24.1005 TO 
RXFLECT R E N U M B E m G  OF SECTION 24.0308 TO SECTION 24.0306 
WITH33 THE TEXT OF TEAT SECTION, AKD ADDmG SECTION 
24.1014; BY AMENDING DMSION I1 BY AMIEhBZCU'GSECnOY 
24.1101, AND AMENDING SECTION 24.1114 TO REFLECT 
RENUMBERING OF SECTION 24.0907.1 TO SECTION 24.0907 wITB.I8 
TEE TEXT OF TEI2.T SECTION; BY AMENDING DIVISION 12 BY 
AMENDWG TEE TITLE TBEREOF, BY REPEALING SECTIONS 
24.1201, 24.1202, 24.1203, 24.1204, 24.1205 AND 24.1206, AND BY 
fiEENACTL"JG SECTIONS 24.1201, 24.1202, 24.1203, 24.1204, 24.1205, 
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AND 24.1206, Al\iD ADDWG SECTION 24.1207; BY AMEM)IhTG 
D M S I O N  13 BY REmZZNG AND AMENDING'SECTION 24.1302, 
AMENDWG SECTIONS 24.1304,24.1305, AMD 24.1307, 
REPEALING APSD REENACTING SECTION 24.1312, ALL lU3LATmG 
TO THE CITY E h P L O Y E E S '  RETIREMENT SYSTEM. 

WHEREAS, on June 5, 1996, the Management Team of The City of San Diego and the 

San Diego Police OEicers Association (POA) reached tentative agreement regarding changes to 

the retirement benefits provided by the City Employees' Retirement Systern ("CERS"); and 

W R E A S ,  on July 2, 1996, the Council of The City of San Diego approved Resoiution 

NO R-287582 approving tentative agreements with Local 145 of the International Association of 

Fire Fighters ("Local 145"), the San Diego Municipal Employees' Association ("MEA"), and 

Local 127 of the American Federation of State, County and Municipal Employees' Association 

("Local 127") regaiding wages, hours, and other terms and conditions of employment for Fiscal 

Year 1998, and proposed benefit increase changes to CERS for all four employee organizations 

contingent upon an &rmative vote of the participants, and subject to approval of the City 

Council, CERS Board of Administration, and subject to the occurrence of various contingencies 

contained with the Manager's Retirement Proposal; and 

WHEREAS, on June 21, 1996, the CERS Board of Administration approved the concept 

of hnding employer contribution rates partially funded from CERS Surplus Undistributed 

Earnings by establishing a reserve from those Surplus Undistributed Earnings; and 
. . .  . 

WIIEREAS, on June 21, 1996, the CERS Board of Administration deferred approval of 

hnding retiree health insurance from CERS Surplus Undistributed Earnings until the afFvmati~e 

passage of Proposition D on the November 5, 1996, ~ u n i c i ~ a l ~ a l l o t  authorizing CERS to 



"Retirement System" or "this System" means the City Employees 
I. 

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

means the Employees Retirement System as created by Chapter II, Article 4, 

Division 11. 

"Undistributed Earnirn_es Reserve" shall mean the balance remainin? in the 

account to which the earnings to the kind are credited, afrer the m u d  distribution 

to the employee and employer reserie accounts in accordance with interest 

assumption rates established by the Board, plus accumulated earnings which have 

. ~- ~ - - -. . 
not been so distributed. 

Section 2. That Chapter II, Article 4, Division 1, of the SanDiego Municipal Code be and 

the same is hereby amended by repeaiing Sections 24.0104 and 24.0104.1. 

,:*! Section 3. That ChapterII, Article 4,Division 2, of the San Diego Municipal Code be 

and the same is hereby amended by amending Section 24.0201, to  read as follows: 

SEC. 24.0201 Contribution of Generat Members 

For  General Members, the Board of Administration - shall provide: 

1. @o change in text.] 

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

Members, shaU be such as wiil provide an average Annuity at ase 57% equal to  

11120th of the Member's Final Compensation, according to the tables adopted by 

the Board of Administration for each year of service rendered after entering the 

System. 

3. An employee who is g ra~ ted  a special leave of absence without pay 

in order to serve as the duly elected president of a recognized err,pioyee!abor 

-PAGE 8 04 ?6- 



orgar.izatio;l, shall be permitted, if he or she so eiects, t? continue m a b g  & 
contributions dur;.ng the period of presidential leave in an amount prescribed in 

accordance viith ;his Section 24.0201 

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

the same is hereby amended by repeakg Section 24.0201.1 

Section 5.  That Chapter E, Article 4, Division 2, of the San Diego Municipd Code be and 

the same is hereby amended by retitling and amending Section 24.0202, to read as follows: 

SEC. 24.0202 Adoption of General Member Contribution Rates 

The Board of Administration, based upon the advice of the A c m q ,  shall 

periodically adopt the rate of contribution of each General Member according to 

age at the time of entry into the Retirement System. 

& Section 6. That Chapter II, Article 4, Division 2, of the San Diego Municipal Code be and 

the same is hereby amended by repealing Section 24.0202.1. 

Section 7. That Chapter Il, Article 4, Division 2, of the SanDiego Municipal Code be and 

the sane is hereby amended by retitling Section 24.0203, to read as follows: 

SEC. 24.0203 Maximum and Minimum Rates for General Members 

[hTo change in text.] . . 

. .. 

Section 8 .  That Chapter II, Article 4, Division 2, of the SanDiego Municipal Code be and 

the same is hereby amended by repealing Section 24.0209. 

Section 9. That Chapter 11, Article 4, Division 2, ofthe SanDiego Municipal Code be and 

the same is hereby amended by amending Section 24.0211, to read as follows: 





REQUEST JR COUNCIL ACTION 
CllYOFSAN DIEGO 

(inknown at this Lime. 

11 PREPARATION OF: RESOLUTION(S) ORDINANCE(S) 

1 CERTIFICATE NUMBER 

TO: 

CITY ATTORNEY 

Authorizing FY 98 Labor Contract Extensions and Retirement Systein Changes. 

118 MANAGER'S RECOMMENDATIONS: Approve the Resolution I 

4 SUBJECI: FY 98 Labor Contract Extensions and Retirement System Changes 

.2 FROM: (ORIGINATING DEPARTMENT) 

Labor Relations/City Manager 

I 2  SPECIAL CONDITIONS (REFER TO A.R. 3.20 FOR INFORMATION ON COMPLETING THIS SECTION.) I 

3 DATE 

June 1 1, 1996 

City Charter Section 143.1 provides that adoption of an ordinance affecting retirement benefits is subject to approval by a majority vote 
of the members of the system. This action will be subject to an affinnative vote of the members of the system, which shall be scheduled 
for August 1998. 

v1~1472 [Rev 11-94) WSONVIN Version (Rev 11-23-94] 



1 4 7 2 ~  3CKET SUPPORTING INFORMA I rN 

I I 
The Management Team of the City of San Diego has met and confened with Local 145 of the International 

Associatioll of Firefighters (Local 145), with the Municipal Employees' Association (MEA), and with Local 127 

of the American Federation of State, County and Municipal Employees' Association (Local 127) regarding wages, 

hours and other terms and conditions of elnploymellt for the respective employces that each represents Pursuant 

to these negotiations, the Management Team has agreed to the provisions sumlnarized in the tentative agreements 

attached hereto with each of these three labor organizations for FY98 Melllorandum Of Understanding extens~ons. 

In addition, the Mmagement Team has met and conferred with POA, Local 145, MEA and Local 127 regarding 

changes to the San Diego City Employees' Retirement Systems (CEXSj. All four labor organizations have 

tentatively agreed to the terms of this proposal subject to various contingencies contained therein. Subsequent to 

this approval by the City Council, and a11 affirmative vote of the retirement system members, related to retirement 

benefits, the terms of these agreements will be incorporated into Memorandum of Ullderstanding language for 

Council approval, and the retirement systcms changes will be incorporated into Municipal Code revisions for 

approval of necessary Ordinances by the Council 

Fiscal Impact: Unknown at this time. 

SUBJECT: FY 98 Labor Contract Extensions and Retirement System Changes 

BY LINE (CITY MANAGER! OEPT HEAD !AUTHOR INITIALS) I 

SIGNATURES: 

CMM472 (Rev i l - 9 4 )  CONTINUATION- PAGE 2 WPGOWIN Vemlon (Rev 1 1-23-84) 
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RESOLUTION NUMBER R- 

ADOPTED ON 0 2 '1996 

WHEREAS, the Management Team of The City of San Diego has 

met and conferred with Local 145 of the International Association 

of Fire Fighters ("Local 145"), the San Diego Municipal 

Employees' Association ("MEA"), and Local 127 of the American 

Federa.cion of Szate, County and Municipal Employees' Association 

("Local 127"), regarding wages, hours, and other terms and 

conditions of employment, and 

WHEREAS, the Management Team has reached a tentative 

agreement on changes to the existing Memorandum of Understanding 

("MOU") with each of the employee organizations; and 

WHEREAS, the tentative agreement with each organization will 

result in extensions to the existing MOU's through Fiscal Year 

1998; and 

WHEREAS, the Management Team also met with the Police 

Officers Association ("POA"), Local 145, MEA and Local 127, 

regarding changes to increase the retirement benefits provided by 

the City Employees' Retirement System ("CERS") ; and 

WHEREAS, each of the four ( 4 )  employee organizations has 

tentatively agreed to the proposed benefit increase changes 

subject to the occurrence of various contingencies contained 

within the proposal; and 

WHEREAS, subject to approval of the City Council, CERS Board 

of Administration, and an affirmative vote of the participants of 

CERS, the terms of the retirement proposal will be incorporated 



into the MOU with each of the four (4) employee organizations, 

and into the San Diego Municipal Code where necessary; NOW, 

THEREFORE, 

BE IT RESOLVED, by the Council of The City of San Diego, 

that the Council approves the tentative agreements with Local 

145, MEA and Local 127 regarding wages, hours, and other terms 

and conditions of employment for Fiscal Year 1998. 

BE IT FURTHER RESOLVED, that the Council approves the 

proposed benefit increase changes to CERS contingent on an 

affirmacive vote of the participants. 

APPROVED: JOHN W. WITT, City Attorney 

BY 
Sharon A. Marshall 
Deputy City Attorney 

SAM: jrl 
06/11/96 
0r.Dept:Mgr. 
R-96-1593 
Form=r-t 



Management P r o ~ o s a l  to MEA for a FY9&Eztension of MOU 

Following is Management's Proposal related to a one year extension of the current MOU 
between the City of San Diego and the Municipal Employees Association (MEA). This proposal 
is conditioned upon MEA also accepting the terms of the Manager's Proposal of CERS 
Retirement System Changes Dated June 4, 1996, attached hereto (CERS Proposal); conditioned 
upon the support of MEA for the CERS Proposal when the proposal is considered by the CERS 

- 
Board and City Council; support of  MEA when the C&S Proposal is presented to CERS Plan P - 
Participants for a Vote; conditioned upon confirmation by the CERS Actuary as to the costs of 
changes contained in the Proposal, and approval of the CERS Fiduciary Council, City Anomey 
and City Fiduciary Council including among other issues IRS 415 issues; and final approvd of 
the CERS proposal and this proposal by the City Council. 

1. Salary: +4% 12/27/97 

+ j %  for Legal Secretaries, Sr. Legal Secretaries, 
Executive Secretaries and Principal Clerks effective 1/1/98. 

2. Flex Article: Reopener in FY98 on Flex Value and design inciuding discussions 
regarding the use of Retiree Health Insurance Trust 

3. EMT Pav: Effective July I, 1997, all Lifeguard 11, Lifeguard 111, Lifeguard Sergeants 
and Lifeguard Lieutenants who are EMT certified will receive an additional 2% of base 
pay. Effective July 1, 1997, a random druglalcohol testing program comparable to Fire 
Department's design will be implemented. 

4. Annual L e m :  
a. Cease to accrue language effective 7/1/97 modified to address 

circumstances in which employee was not able to reduce leave balance, after 
selling back maximum allowed hours, due to having requests for leave denied. 

b. Eliminate minimum hrs required to sell 125 hrs pay in lieu 
c. Increase ma~irnum accumulation for hires afisr 7/1/93 fiom 250 hrs to 350 hrs 

8. Emplovee's retirement contribution: General Members increases by 5 5 %  on 12/27\97 
m d  by .55% on the date of MEA's general salary increase in FY99 to pay employee's 
half of normal cost of retirement formula improvements going into effect on January 1, 
1997. Lifeguard Members retirement contribution increases by 245% on 12/27/97 znd 
by 2 4 5 %  on the date of MEA general salary increase ifFY99. 



9. 4/10 W o r k  Schedules for L i f e ~ a r d s  
The City agrees to develop a pian to implement 4110 work schedules for Lifeguards with 
the understanding that any such iiork schedcle would have no cost impact to the City, 
nor negative impact on service level. If such a plan can be agreed to, the City %ill 
implement a pilot 4/10 schedule. The City will retain the unilateral right to return to the 
prior schedule should costs or service levels be negatively impacted. 

- 
A- 

10. Article 10 - Personnel Practices 

1. Performance Reports: Add - The ap~roval  for late EPR's should be submitted to 
emoiovee in writing. and include reasons for the delav and ap~roval.  

City rejects MEA proposal that approvals for late EPR's are nor ro be granted for EPR's 
for less than satisfactory ratings. 

2. Add: An emplovee shall onlv be rated bv the immediate supervisor. If the first line 
su~ervisor is unavailable. the next h i ~ h e r  level supervisor wiii be the rater. The rater 

the rating period for input. 

City generally agrees to MEA proposal that employees have a Performance Plan 
Conference when employee is assigned to a new supervisor, however this should apply 
only when a new permanent s q ~ r v i s o r  is assigned (not for temporary assignments, light 
duty assignments, short term OCA's etc). 

City accepts MEA proposaI thzt Performance Development Plans for Satisfactory or 
better employees must be siibjeci to mutual agreement. 

The City agrees to a joint comiiiitee to discuss guidelines and trainings related to 
incorporation of performance bzsed measurements into EPR's. MEA shall have three 
representatives on this cornmiire?. 

11. Special S a l a w  Adiustments: hIEA proposals to the Civil Service Commission for 
studies of speciai salary increzses may only be submitted mith Management concurrence. 

12. Article 28: Flexible Benefits 
City agrees to continue to pay the Flex Allocation up to 12 months for employees on 
?TD or Vocational Rehabilitaiion, however only for employees on internal TTD or 
Vocational Rehab. 



13. Article 38: Trans~or t a t ion  P r o g a m s  
Miileage reimbursement rate shall be $32 effective 111196 and .$33 effective 711197. 

City agrees to providing mileaoe - checks within 2 weeks of submitting timely and 
accurate requests. 

- - -- 3 
14. Article 57: Overtime 

City and MEA will preapre a Schedziied Overtime Dirtribufion Proced~ire for the Bureau 
of Lifeguard Services by June 30, 1996. 

15. Article 59: LTDAndustrial Leave 
City agrees to base LTD benefit on earnings of employee at time employee is removed 
from w o ? ~  due io disability. 

16. Article 81: Training Reimbursement 
City agrees to MEA proposal providing increased flexibility of tuition reimbursement to 
cover training situations not cunently covered. 

17. Article 88 (new): Voluntarv Certification Pav  
The City and MEA agree to meet m d  confer regarding the City's proposed voluntary 
certification program. If agreement is not reached, there shall be no implementation of 
the program through the tsrm of Cqis MOU. 

18. Article 89 (nevv'l: Pilot Performance Management Prooram 
The City and MEA agree to nee: and confer regarding the City's proposed Pilot 
Performance Management Prozram. If agreement is not reached, there shall be no 
implementation of the program through the term oft t is  MOU. 

19. w e c i a 1  Assignment Pav: Effective July 1, 1997, Water Utility Supervisors bvho are 
assisned to coniined space entrr teams for each pay period in which the employee was 
required to assist uith, supenrise andlor make one or more coniined space entries. It is 
also the City's intent to provide dry suits and Heparitis B shots for these employees 
July 1, 1996. 

Dzte 



City Employees Retirement System 
June  4,1996 

It is the City Manager's intent to recominend changes to the City Employees Retirement System 
related to: (I) retiree health insurance, (2) retirement e plan benefits, (3) employer 
contribution rates, and (4) retirement system reserves. These proposed changes to plan 
benefits, retiree health insurance, employer rates 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 fiduciary counsel and 
actuary for review and advice to the Bozd.  All proposed changes are conditioned upon 2nd 
subject to final approva! by fiduciar counsel; City Council approval, . - Retirement Board 
approval, vote of plan participants, arid 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. Furthennore, 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 (Civ  Council, CERS Board, Plan Participants, Employee 
Unions). Following are the proposed changes. 

Issue No. 1 - RETIREE HEALTH IXSURANCE 

A. Move the Retiree Health Insurmce from the City tb CERS no later than June 30, 1997. 

.. 
B. Pay for Retiree Health Insurance for FY 97 from the Retiree Health Insurance Trust. 

C. Increase cap for POA and Local 145 Retiree Health Plans from $4500/year to $4995 only 
for FY97. 

D. Establish Pre-1980 Retiree Healrh Insurance as a permanent benefit at a level of S600 per 
year. 

E. During FY97, a Task Force of Ci?y Manager, CERS Board and Labor Organizations 
working with actuaries, consultants and legal counsel can develop the necessq  
documentation to design a tax exempt health insurance benefit to be effecti1.s Juiy 1, 
1997. The Task Force \vill recommend benefit level subject to approval by CERS, City 
Council, and issue an RFP for selection of a common provider. POA and Local 145 will 
assume full responsibility for any incurred claims under existing health insurance 
policies. 

F. The existing City Hedth Insurance Trust (@ $12.5m) will be used to pay for FY96 
Retiree Health Insurance. 
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G. . CERS will establish a Health Insurance Reserve within CERS. Each year, the upcoming 
year's projected cost of retiree health insurance will be transferred from undishibuted 
earnings and credited to the Health Insurance Reserve. 

H. Actual premium costs and administrative charges will be charged to the Health Insurance - 
Reserve on a pay-as-you-go basis and will not be actuarially funded. 25 

Issue No. 2 - CERS BENEFIT CHASGES 

A. Eliminate the existing requirement to offset Disability Income. 

B. Purchase o f  Sexrice Credit: Continue the existing service credit provisions related to 
rehinds, probationary periods, 1981 Plan waiting period and Military &Veteran Code; 
incorporate all others into a ne\v general provision of a five ( 5 )  year purchase of service 
credit feature, which would also be available to !A time and 314 time employees. 
Employees would pay into the retirement h n d  an amount, including interest, equivalent 
to the employee and employer full cost of such service. 

C.. Increase the calculation of the 13th Check for Pre-10/6/80 retirees from $30 per 
creditable year of service to 560 per creditable year of service, and to $75 per crzditable 
year of service for Pre-12/31/71 retirees. 

D. Increase the benefit to General hIembers for industrial disability retirements &om 
33-113% to 50%; and increase the General Member formula as described beloxv. 

General Member Formula 
1 
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Cost of General Member Improvements: 

Em~lover-Paid Emalovee-Paid Total Cost 

Normal Cost +l . l l% +1.10% +2.21% 
Past Liabilitv +1.43% +1.43% 
TOTAL COST +2.54% +1.10%2 +3.640//0 

Past liability for these two benefit improvements will be paid for by the City through 
excess earnings.. Normal cost brospective costs) will be paid for equally by employee 
and employer. The employer's share will be added to the actuarial rate (PUC) 
calculations beginning mid-yea FY97. The employee's share will be paid from excess 
earnings for FY97, and by increasing the employee's conrribuiion in FY98 and FY99 as 
follows: +.55% on 12/27/97 m d  +.55% effective the earliest date in FY99 that General 
Employees receive a salary increase. 

. . 
E. Improve Lifeguard Safety RIember Formula as follows and establish a 90% cap. 

Any employee's who are eligible for a percentage above 90% on 4/1/97, the 
effective date of implementation of the DROP will be frozen at their rate in effect on 
411197. Past liability for this benefit improvement will be paid for by the City through 
excess earnings. Normal cost (prospective costs) will be paid for equally by employee 
and employer. The employer's shall will be added to the actuarial rate (PUC) 
calculations beginning mid-ysa FY97. The employee's share will be paid from excess 
e h n g s  in FY97, and by incrsaing the employee's contribution in FY98 and FY99 as 
follows: +.245% on 12/27/97 u,d +.245% effective the earliest date in FY99 thar 
Lifeguard employees receive a salary increase. 

Cost of Lifeguard Safety hlember Improvements: 

Emaloser-Paid Emalovee-Paid Total Cost 

Normal Cost +. 49% +. 49% +.9SO/'o 
Past Liabilitv a fl 
TOTAL COST +1.02% +. 49% +1.51% 
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F. Improve Police and Fire Safety Member Formula as follows and establish a 90% cap. 
Any employee's who are eligible for a percentage above 90% on 4/1/97, the 
effective date of implementation of the DROP will be frozen at their rate in effect on 
411197. Past liability for this benefit improvement will be paid for by the City through 
excess earnings. Normal cost @respective costs) will be paid for equally by employee 
and employer. Tne employer's shall wili be azded to the actuarial rate (PUC) 
calculations begiming mid-year ~ ~ 9 7 .  

Age Fire Factor Police Factor --- 
50 2.20% 2.50% 2.50% 

pp 

51 2.32% 2.54% 2.60% -- 
52 2.41% ' 2.58% 

Cost of Safety Member Improvements: 

FlRF Emplover-Paid Emnlovee-Paid Total Cost 

Normal Cost + .73% +. 72% +1.45% 
Past Liabilitv +.91% - 
Total +1.64% + .72% 12.36% 

Fire employees \+ill pay one-hdf of the normal cost over h ~ o  years as follows: f.36% on 
4/1/98 and +.36% on 1/1/99. 

POLICE Employer-Paid Employee-Paid Total Cost 

Normal Cost + .47% + .47% + .91% 
Past Liabilitv rn 
Total +I 3 8 %  + .47% +1.85% 

Police employees w i l l  pay one-half of the normal cost over two years as follows: +.235% 
on 111198 and +.235% on 1/1!99. 



G.  The City agrees to impiementation of a Deferred Reiirenteni L, iion Plo~: 
(DROP) effective April 1, 1997, 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 program for up to five (5) years. At the end of t h e e  
(3) years the evaluate the impact of this program and reserves the unilateral right to 
prospectively terminate the program. Employee's who elect to participate in DROP 
will cease participation in CERS, and will participate - in SPSP-type plan with a 3- - 
mmdatory 3.05% employee contribution matched by 3.05% employer contribution. 

Issue No. 3 - EMPLOYER COXTRTBUTION U T E S  

A. Employer rates will be calculatsd using the Projected Unit Credit (PUC) method. For 
FY9S and FY??, the City \*!I pay the budgeted rates (bifurcated rate) of 7.08% 
(blended rate) and 7.33% respecriveiy, and increase the rate paid by 0.50% each year until 
the rate paid reaches the EAh' calculated rate. At  such time as the PUC and Entry Age 
Normal (EAN) rates are equal: the System will convert to EAN. 

Employer Contribution Rate Stabilization Plan 

*$110.35 million paid from excess earnings includes $71.31 million in contributions a a 
result of benefits improvements recommended herein. 

FY2006 12.18% 11.83% S1.91m 

Difference % 

1.52% 

3.79% 

C i v  Paid Rate 

7.08% 

7.33% 

P U C  Rate - 

FY2007 

PY2008 

TOTAL 

Difference S 

S5.33m 

S13.88m 

FY96 

FY97 

8.60% 

10.87% 

12.18% I 12.18% -0- 

-0- 13.00 

-0- 

-0- 13.00% 

1 S110.35- 1 
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B. The City will pay the agreed to rates shown above for FY96 through FY2007. 
The difference between the acnrariaily calculated rate md the agreed to rate would be 
transferred from the Stabilization Reserve to the Employers Contribution Reserve. If the 
amount in the Stabilization Reserve is insufficient to pay the difference in contributions 
or the funded ratio of the System fails by more than 10% below the funded ratio 
calculated at the June 30, 1996 valuation, this plan will sunset the year following the 
actuarial valuation which sholis this funded ratjo. - 

C. There will be no changes in actuarial assumptions or actuarial methodology which would 
impact employer contribution rares prior to July 1,2007. If the CERS Board feels its 
fiduciary responsibility requires a change to actuarial assumptions prior to that date due 
to extraordinary circumstances. the increase in rate will be added to the PUC rate to be 
achieved through the phased-in rate increases. 

Issue No. 4 - SUWL,US UNDISTRTBUTED EARNINGS AND RESERVES 

A. Create a Contingency Resene  not to exceed 1% of System assets at market value. 
If undistributed earnings are iaufficient, funds from the Contingency Reserve uiil be 
used, in priority order after crediting the employee and employer reserves and funding the 
Systems budget, to: (I)  pay the insurance premium, (2) pay the 13th check. Ifthe Health 
Insurance reserve and the coniingency reserve were insufficient, the city would be 
responsible for that year's healih insurance premium. 

B. Create a Stabilization Resene not to exceed $75 million, as follows: (1) close and 
transfer the existing "earnings s~bil izat ion reserve ($1 0.7 million), (2) credit this resenre 
annually with 50% of "surplus" undistributed earnings. A11 surplus undistributed 
earnings will be transferred to the employer contribution reserve when and if the $75 
million limit is reached. Thejs assets will be held outside of assets used for actuarial 
valuation. 
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BYRON S. CCORGIOU 

OF COUNSEL 

May 17, 1996 
Via Facsimile: 236-6067 
Ms. Cathy Lexin 
Labor Relations Manager 
City of San Diego 
202 C Street, 9th Floor 
8an Diego, CA 92101 

Re: HEA'S PRDPDEAL FOR kE8OtUFiOti OF IiZTiREMENT BYEXEM 1BBUES 
ASD CONTRACT EXTENSION COVBRXNG Pi98 

Dear Ms. Lexin: 

What follows is the proposal which MEA's Negotiating Team has 
authorized me to submit for the CITY'S consideration in connection 
with the on-going discussions regarding retirement system issues 
and the invitation to discuss an extension of the current MOU for 
FY98. 

Since this submittal is written, certain preliminary remarks 
I are in order as would be made in connection w i t h  an oral 

presentation. 

I cannot state stronalv enouah how committed MEALs leadership 
and Negotiating Team arc <o. the- following outcomes:. (1) a -- vast 
improvement in the retirement formula for general members in view 
of the resources available. to the system [which resources 
constitute participants' money], and in view of the richness of the 
present and projected benefiks for safety members by comparison; 
and ( 2 )  parity in general salary increases for all CITY employees 
regardless of job classification. 

I also cannot over-emphasize that the level of employee 
scepticism and ,distrust regarding any tampering with funding 
methods related to the retirement system is enormous and will 
require a yeoman's effort by every person associated with MEA to 
overcome. MEA will not undertake this formidable task unless the 
gains in benefit levels for the employees MEA represents are 
clearly respectable and credible rather than ae minimu6. Frankly, 
at this juncture, the proposal to increase the general member's 
formula from 1.48% to 1.75% at age 55 is de minimus when contrasted 
with a proposed sufety formula of 3% et age 55 and 2.74% at age 2. 

The Negotiating Team has taken all of the foregoing into 
consideration in formulating the proposal which follows, es well as 
the reality that CITY has agre~d to spend an additional $3 million 
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1 from the FY 97 general fund in order to give police officers a 3% 
general salary increase 6 months ahead of the same increase for the 
employees we represent, and in order to give the vast majority of 
CITY's police officers a shift differential which represents a 
significant "general salary increase." 

(1) Retirement 

* Formula for general members to be improved to a factor 
of 2.24% at age 55, with proportionate increases for each 
additional year through age 65; 

* Past and prospective liability for the cost of this 
formula improvement to be borne entirely by CITY and/or system; 

* No cap on amount of retirement benefit; 
* Formula for lifeguards and amount of offset to be 

increased to saine level as enjoyed by firefighters now and in the 
future; 

* All other improvements in benefits as proposed in 
CITY's May 2nd document, including but not limited to those 
additional benefits not therein described which CITY extends to 
safety members (except as to formula); 

* MEA's active participation in Task Force re health 
insurance issues. 

(2) General salary Increase 

* 4% effective July 1, 1997 
(3) Other Issues [Note: These are not stated in "priority" order.] 

* No restrictions for FY 97-98 on MEA's right to bring 
forward special salary adjustment/new class requests to the Civil 
Service Commission for action; 

* Increase in mileage reimbursement to be proposed based 
on analysis in progress; reimbursement checks must be presented to 
employee within 2 weeks of employee's submittal to supervisor; 

* Reopener for FY98 regarding Flexible Benefit Plan 
and reopener to permit MEA to offer plan 
changes related to the plans MEA sponsors; 

-. 'L 

* Add cost 05 bicycke lockers as permissible subsidy 
under transportation incentives; 

., 
. . 
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