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Defendants.
I Alex Gurza declare as follows,
1. I make this declaration of my own knowledge, and if called upon to testify, could
competently testify to the facts herein.
2, I am currently a Deputy City Manager and serve as the Director of the Office of

Employee Relations for the City of San Jose (hereinafter, “City”), The Office of Employee Relations is
responsible for, among other things, negotiating on behalf of the City with the City’s bargaining unis,
like the San Jose Police Officers’ Association (hereinafter, “SJPOA’),

3. I have been extensively involved in the City’s negotiations with the SJPOA regarding a
successor Memorandum of Agreement (“MOA™) and retirement reform, including the ballot meastire

considered by voters at the June 5, 2012 special election,
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Successor MOA Negotiations ,

4. In January 2011, the City and the SJPOA began negotiations over a successor MOA.
The MOA in effect at the time was scheduled to expire on June 30, 2011,

5. One of the City’s goals in these negotiations was to secure concessions with respect to
retirement benefits. .

6. The City and the SIPOA negotiated over the successor MOA for five (5) months,
culminating in a tentative agreement on or about June 3, 2011. Although we reached agreement on
many issues, we were unable to reach a substantive agreement with respect to retirement benefits,

7. Instead, the City and the SJPOA agreed to a side letter “re-opener” on retirement
benefits, in which both parties committed to continue negotiations over pension and retiree healthcare
benefits during the life of the agreement.‘ :

8. Under the terms of the re-opener, if the parties did not reach an agreement by November
1, 2011, effective December 25, 2011, the City would implement, at STPOA’s option, a specified lower
level of benefits as an “opt-in” plan for current employees. This November 1, 2011 deadline was

extended by agreement of the parties.

The Ballot Measure Proposal

9, On or about May 13, 2011, before the tentative agreement with POA was reached, the
Mayor, Vice-Mayor, and several councilmembers released a memorandum on “Fiscal Refornﬁs”
suggesting, among other reforms, that the City place a ballot measure before the voters limiting
retirement benefits for City employees. N

10.  On May 24, 2011, the City Council approved this memorandum and directed City staff
to draft a ballot measure for consideration at the June 21 City Council meeting. A true and correct
excerpt of the San Jose City Council Minutes from May 24, 2011 is attached hereto as Exhibit A,

11 Although the City Council initially targeted a November 2011 date for an election on the
ballot measure, the Council delayed the election to March 2012, and later moved the election to June

2012, to allow sufficient time for collective bargaining.
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Renewed Negotiations on Retirement Reform

12.  Before the City/SJPOA Tentative Agreement ratification process was complete, the City
received a joint letier from the Presidents of SJPOA and the International Association of Fire Fighters,
Local 230 (hereinafter, “JAFF, Local 230”) requesting to commence joint bargaining over “a secon& ‘
tier of retirement benefits,” the SJPOA “opt-in proposal,” and “a broad discussion that can lead to a
mutually agreeable plan to lawfully modify benefits for existing plan participants as well.” A true and
correct copy of this letter is attached hereto as Exhibit B.

13, | On June 20, 2011, the City and the SJPOA met fo begin additional negotiations on
retirement refolrm. ) .

14,  On the first day of negotiations, the City and the STPOA agreed to a “framework” that
provided ground rules for negotiations, The parties agreed to negotiate over both the proposed ballot
measure and non-batlot measure retirement reforms. The parties agteed to negotiate these subjects at
the same table, In addition, the parties agreed to conclude negotiations by October 31, 2011, and
submit any remaining dispute to impasse resolution procedures at that time. The impasse resoluﬁon
procedures included mediation, followed by interest arbitration under San Jose City Charter Section
1111, if necessary. The parties specifically agreed that the proposed ballot measure would not be
subject to interest arbitration,

15, The parties met for thirteen (13) negotiation sessions on June 20, 2011, July 13, 2011,
August 1, 2011, August 30, 2011, Augglst 31, 2011, September 13, 2011, September 15, 2011, October
4, 2011, October 12, 2011, October 14, 2011, October 20, 2011, October 24, 2011 and October 28,
2011.

16.  The City first provided the SJPOA with the draft ballot measure language on July 6,
2011, Between July 6, 2011, and March 6, 2012, the City revised the proposed ballot measure six
times in response to the parties’ discussions in negotiation and mediation, new information, and pubiic
comments, These revised drafts were provided to SIPOA on September 9, October 5, October 20,
October 27, Novembér 22,2011 and on February 21, 2012. True and cotrect copies of the City’s draft

ballot measures are attached hereto as Exhibit C.
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17.  SIPOA first provided a proposal on retirement issues on September 27, 2011. SJIPOA

provided additional proposals on October 24 and October 31, at which time impasse occurred pursuant

1o the parties’ negotiation framework. After impasse, SJPOA chose to submit additional proposals ‘on

November 11, November 18, December 1, 2011, and March 2, 2012. SJPOA did not provide a
proposal involving a ballot measure until March 2, 2012, afier impasse occurred, True and correct
copies of SJPOA’s proposals are attached hereto asExl‘libit D.

18:  On October 31, 2011, upon reaching impasse, the parties commenced mediation under
the terms of the ground rules. A true and correct copy of the City’s October 28, 2011 letter to:the
SJPOA regarding mediation is aftached hereto as Exhibit E. ‘

19.  The parties engaged in post-impasse mediation on November 15 and 16, 2011, but were
unable to reach agreement.

20.  During mediation, the City offered a number of concessions, including an improvement
in the opt-in benefit formula from 1.5% to 2.0%, a decrease in the minimum retirement a’ge:for
members of STPOA from age 60 to age 57, and an increase in the COLA from a maximum of 1.0% to a
maximum of 1.5%. |

21.  Following mediation, the City incorporated these concessions into its November 22,
2011 draft ballot measure. The City informed SJPOA that the City Council would take up the
November 22, 2011 measure at its December 6, 2011 meeting,. 7 ‘

22, On or about December 3, 2011, the City received a letter fI‘Oi’I"L one of its unions, IFPTE
Local 21, requesting that the City re-engage in mediation in the hope of reaching an agreement on
retirement reform, including the proposed ballot measure, and offering to waive any statutory right fo
additional impasse resolution procedures. A true and correct copy of the December 5, 2011 letter from
IFPTE Local 21 is attached hereto as Exhibit F.

23, On December 6, 2011, several unions, including the STPOA, made public comments.at
the City Council meeting requesting that the City re-engage in mediation to an attempt to reach an
agreement. The City Council voted to once again delajl( the date of the election, from March 15 to June

5, 2012, and directed staff to invite the City’s unions to a second round of mediation, A frue and
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correct excerpt of the San Jose City Council Synopsis from December 6, 2011 is attached hereto as
Exhibit G.

24,  The parties met twice in late December 2011 and early January 2012 before reaching an
agreement to re-engage in mediation. The City proposed re-engaging the same mediator, Paul Roose,
Supervisor of the State Mediation and Conciliation Service (hereinafter “SMCS”). Mr, Roose is a
tenured professional whose services are pfovided by the State free of charge to the parties. Moreovet,
Mr. Roose was already very familiar with the City’s independent retirement plans and the recent
negotiation history betweén the parties. SJPOA proposed the parties pay to bring in a new mediator
from outside the SMCS. Although the City was concerned with changing mediators at this late stage in
the process and the significant cost associated with SJPOA’s request, the City ultimately agreed to
utilize a mediator recommend by SJPOA and to share in the associated cost. The City and S:TPOA
engaged in a second round of mediation on January 17, 18, and February 6 and 10, 2012,

25, Although the partieé again were unable to reach agreement, the City again made several
concessions in mediation, Speciﬁcally; on February 10, 2012 the City proposed postponing the
additional retirement contributions for current employees remaining at the current level of benefits for
one year, delaying the phése out of certain benefit features for employees choosing to opt into a lower
level of benefits and improving the Tier 2, new employee benefit formula from 1.5% to 2.0%, and
increasing the COLA from a maximum of 1.0% to a maximum of 1.5%. SJPOA was provided the
opportunity to explore these changes in mediation, but ultimately the parties again were unsuccessful in
reaching an agreement, |

26,  On or about February 21, 2012, despite the failure to geach an agreement in mediation,
City staff recommended that the Council adopt the concessions that the City made during mediation.
City staff transmitted this revised ballot measure to SJPOA.,

27.  Although SJPOA had already rejected the Februaty 21, 2012 version of the ballot
measure during mediation, in a letter dated February 24, 2012, SJIPOA claimed it had not had an
opportunity to bargain this ballot measure.

| 28.  OnMarch 2, 2012, SJPOA provided a proposal that represented, in some respects, a step

backward from its previous positions, including its November 18, 2011 proposal. In particular,
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SIPOA’s March 2, 2012 proposal once again proposed a move to the CalPERS system for both curtent
employees and new hires, and included a higher maximum benefit of 90%, compared to its ptrevious
proposal of 75%, for employees who opt-in to a lower tier. ' |

29.  On March 6, 2012, the Council approved the February 21, 2012 version of the ballot
rﬁeasure and voted to submit the revised measure to voters on the June 5, 2012 ballot. A true and
correct copy of the resolution approving the ballot measure is attached hereto as Exhibit H. |

30.  OnJune 5, 2012, pursuant to direction from the City Council, the City filed a declaratory
relief action in the Northern District of California, case number 5:12-CV-02904-LHK, secking a
judicial determination of Measure B’s substantive validity. _

31,  On June 5, 2012, the San Jose electorate approved Measure B by a margin of 69.5% to
30.5%. |

32,  The projected retitement costs utilized during and throughout the negotiation and
mediation process with the SJTPOA were the most up to date information at that time provided by the
Retirement Board’s independent actuary, Cheiron, dated July 20, 2011, At no time did ﬂle City’s
batgaining team ever refer to or use $650 million as a projected future retirement cost. A true and
correct copy of the July 20, 2011 Cheiron report is attached hereto as Exhibit 1.

I declare under penalty of perjury under the laws of the State of California that the foregoing is

true and correct. Executed on July 3, 2012, at San Jose, California.

A

ALEX GURZA
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CITY OF

SAN JOSE

CAPITAL OF SILICON VALLEY

MINUTES OF THE CITY COUNCIL
SAN JOSE, CALIFORNIA TUESDAY, MAY 24, 2011

The Council of the City of San José convened in Regular Session at 9:04 a.m. in the
Council Chambers at City Hall.

Present: Council Members - Campos, Chu, Constant, Oliverio, Pyle, Rocha; Reed.

Absent: Council Members -  Herrera, Kalra, Liccardo, Nguyen.

STRATEGIC SUPPORT SERVICES
3.2  Accept Labor Negotiations Update.

Director of Employee Relations Alex Gurza offered the Labor Negotiations Update.

Public Comments: Brian Doyle (ALP) and Jon Max Regger (OE-3) expressed a lack of
communication on the part of the City’s bargaining team.

CLOSED SESSION
Present: Council Members - Campos, Chu, Constant, Herrera, Kalra, Liccardo,
Nguyen, Oliverio, Pyle, Rocha; Reed.
Absent: Council Members - Al Present,

Upon motion unanimously adopted, Council recessed at 9:11 a.m. to a Closed Session in
Room W133 (A) to confer with Legal Counsel pursuant to Government Code subsection
(b) of Section 54956.9 with respect to anticipated litigation of significant exposure in one
(1) matter. (B) to confer with Legal Counsel pursuant to Government Code subsection (a)
of Section 54956.9 with respect to existing litigation: (1) Alvis v. City, et al.; Names of
Parties Involved: Jennifer M. Alvis, Derek Alvis, David N. Olmos, City of San José,
Does 1 to 50; Court: Superior Court of California, County of Santa Clara; Case No: 1-
09-CV140422; Amount of Money or Other Relief Sought; Damages according to proof;

Access the video, the agenda and related reports for this meeting by visiting the City's website at
hitp://www.sanjoseca sov/elerk/agenda asp or hiip:Awww.sanjoseca.gov/clerldMeetingArchive.asp. For information on any ordinance
that is not hyperlinked to this document, please contact the Office of the City Clerk at (408) 535-1266.




2.13

2.14

(b)  Adopt the following Appropriation Ordinance and Funding Sources
Resolution amendments in 2010-2011 in the Construction Excise Tax Fund:
(1) Increase the appropriation to the Department of Transportation for
the Capitol Expressway Light Rail Pedestrian Improvements project
by $50,000.
(2)  Increase the estimate for Earned Revenue by $50,000.
CEQA: Not a Project, File No. PP10-066(a), Agreements and Contracts. Council
Districts: 5 & 8. SNI Areas: Five Wounds/Brookwood Terrace, Gateway East,
Mayfair, East Valley/680 Communities. (Public Works/City Manager’s Office)

Action: Deferred to June 7, 2011 per Administration.

As recommended by the Rules and Open Government Committee on May 18, 2011,
adopt a position of support for AB 1167 (Fong) — Interagency Council on
Homelessness. (Housing)

[Rules Committee referral 5/18/11 — Item D(1)(c)]

Documents Filed: Memorandum from City Clerk Dennis Hawkins, dated May 18, 2011,
transmitting the recommendations of the Rules and Open Government Committee,

Action: A position of support was adopted for AB 1167 (Fong) — Interagency Council on
Homelessness. (11-0.)

END OF CONSENT CALENDAR

STRATEGIC SUPPORT SERVICES

3.4

Accept the City Manager’s Fiscal Reform Plan and direct staff to proceed with the
steps necessary to implement the plan, including meeting and conferring with the
bargaining units, as applicable. (Mayor)

[Rules Committee referral 5/11/11 — Item E(1)]

Documents_Filed: (1) Joint memorandum from Mayor Reed, Vice Mayor Nguyen,
Council Members Herrera and Liccardo, dated May 13, 2011, outlining proposals for
fiscal reforms. (2) Memorandum from Mayor Reed, dated May 24, 2011, forwarding a
Law Journal article “Declaration of Fiscal Emergency”. (3) Fiscal Reform Plan from City
Manager Debra Figone, dated May 2, 2011, (4) Memorandum from Council Member
Rocha, dated May 20, 2011, recommending proposals to address retirement reform. (5)
Memorandum from Council Member Pyle, dated May 23, 2011, recommending
proposals regarding the City Manager’s Fiscal Reform Plan. (6) Powerpoint presentation
regarding Tier 2 “Opt-in DB Plan for Current Employees” provided by Council Member
Constant, May 24, 2011. (7) Letter from Assembly Member Paul Fong, dated May 20,
2011, regarding Investigation into City of San José Fiscal Emergency Declaration. (8)
City of Stockton News Release “Stockton Retiree Healthcare to Benefit from Federal
Reimbursement”. (9) Letter from Evet S. Loewen, dated May 20, 2011, offering
comments on retirement reform. (10) Letter from Joan R. Gallo, dated May 24, 2011,
raising concerns around the City’s fiscal reform proposals.

-9- May 24, 2011




34

(Cont’d.)

Mayor Reed provided an overview, and City Manager Debra Figone presented the
proposed Fiscal Reform Plan, outlining recommendations to achieve $216 million in
General Fund savings by Fiscal Year 2015-2016.

Mayor Reed outlined recommendations as presented in the memorandum he cosigned
with Vice Mayor Nguyen and Council Members Herrera and Liccardo.

Council Member Constant proposed an opt-in plan for current employees, which he
outlined for Council’s consideration.

Motion: Council Member Liccardo moved approval of the memorandum he cosigned
with Mayor Reed, Vice Mayor Nguyen and Council Member Herrera, recommendations
as outlined by the City Manager, with consideration of the recommendations provided by
Council Member Constant, including continued discussions with bargaining units, with
Staff to return with recommendations on June 21, 2011. The motion was seconded by
Council Member Herrera.

Council Member Rocha requested to amend the motion to include his memorandum of
May 20, 2011. Council Members Liccardo and Herrera accepted the amendment.

Director of Employee Relations Alex Gurza and City Attorney Rick Doyle provided
clarification and responded to questions from Council.

Public Comments: Sixty-six members of the public provided input on recommendations
put forth on the fiscal reform plan and collective bargaining issues.

Extensive Council discussion continued.

Council Member Campos offered support of Council Member Rocha’s memorandum, but
declined support of points set forward in the other memoranda under consideration, He
deemed it irresponsible to declare a fiscal emergency at this time.

Council Member Chu reiterated supporting an increased retirement age, but pointed out
the volume of information being presented is setting Staff up for an impossible mission.

Council Member Kalra warned of potential legal risks involved in goihg forward with the
recommendations being considered.

Council Member Herrera requested to amend the motion to include increasing revenue as

outlined in Council Member Pyle’s memorandum of May 23, 2011. Council Member
Liccardo accepted the amendment.

-~ 10 - May 24, 2011




3.4

3.3

(Cont’d.)

Action: On a call for the question, the motion carried, the City Manager’s memorandum
with the inclusion of the following Council memorandums as guidelines for Staff’s
analysis and direction to report back on June 21 were approved, including:

(a) Memorandum cosigned by Mayor Reed, Vice Mayor Nguyen and Council

Members Herrera and Liccardo dated May 13, 2011 as modified to include:
i) To make temporary, if possible, Recommendation B, the limitations on
retirement benefits and requirement of voter approval of increases in
retirement benefits, ii) direct staff to determine how to allocate any savings in
the cost of the pension plans to the pension portion of the City’s fiscal
problems, and iii) the concept of a “middle tier” for opt-in by existing
employees;

(b) Memorandum from Council Member Rocha, dated May 20, 2011;
{c) Memorandum from Council Member Pyle, dated May 23, 2011; and
(d) Slide presented by Council Member Constant “Tier 2 Opt-in DB Plan for

Current Employees - to be Designed with Parameters”, as follows: “(1) Total
City contribution not to exceed 50% of current normal cost; (2) Increased
retirement age; (3) Reduced CPI, with cap; (4) Actuarial evaluations to be
based on an assumed rate of return that has a 50% probability of occurrence
as outlined in previous presentations by Retirement Services (6.75%); (5}
Elimination of SRBR; (6) other modifications as needed.

(e) Staff to return to Council on June 21 with a full cost analysis for the proposals

by the Mayor, Council Member Rocha and Council Member Constant both

as percentage of employee compensation as well as an estimate of the aggregate
dollar value, both as a mandatory set of benefits imposed on current employees
and evaluated as an opt-in tier; that staff should apply some sensitivity analysis
around assumptions of the percentage of employees that may opt-in and the likely
demographics, particularly the ages of those employees; and apply the same
6.75% investment return assumption, the return which the retirement plans have a
50/50 probability of achieving.

(f) Continue discussions with bargaining units regarding various options for reform

and explore opportunities to achieve points of agreement.

{g) Defer the declaration of a fiscal emergency until Staff returns to Council on

June 21, 2011 with draft language relating to that declaration.
(8-3. Noes: Campos, Chu, Kalra.)

Adopt a resolution authorizing the City Manager to execute:

An amendment to the existing Second Amended and Restated Agreement
with San Jose Convention & Visitors Burean until June 30, 2011, with a

compensation for the extension period in an amount not to exceed
$1,100,000; and

~11- May 24, 2011
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Alex Gurza

Director of Employee Relations

City of San Jose

200 East Santa Clara Street

San Jose, CA 95113

RE: Request to Commence Joint Bargaining Over Retirement Benefits

Dear Alex:

This letter is a request by the San Jose Police Officers’ Association and by IAFF, Local
230 to the City of San Jose for an agreement to commence joint bargaining over a second tier of
benefits for the Police and Fire Retirement Plan, The STPOA also wishes to discuss its opt-in
proposal, pursuant to its recent side letter with the City (presuming ratification by both parties).

It is anticipated that successful bargaining would result in separate agreements between
the City and each labor organization over a second tier. And consistent with recent direction
from the City Council, both unions anticipate a broad discussion that can lead to a mutually
agreeable plan (o lawfully modify benefits for existing plan participants as well.

Please contact each of the undersigned to set an agreeable date and time to discuss this
request.

Very truly yours, :
GEORGE BEATTIE, President
San Jose Police Officers’ Association

Very truly yours,

ey’
’

SA , JR., Prg t
~ San Jose Fire Fighters, IAFF Local 23







SAN JOSE Office of the City Manager

- CAPITAL OF SILICON VALLEY EMPLOYEE RELATIONS

SENT VIA EMAIL

February 21, 2012

Jim Unland

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

RE: Proposed Ballot Measure

Dear Jim:

| As you know, on December 6, 2011, the City Council approved placing a measure on

3 the ballot for the June 2012 election that included various proposed changes to the City
Charter regarding retirement benefits. In addition, the City Council requested that the
City's negotiation team re-engage in mediation with all bargaining groups regarding all
retirement issues, including the related ballot measure, in an effort to see if an
agreement could be reached that could have resulted in revisions. The City and the
San Jose Police Officers’ Association re-engaged in mediation but, unfortunately, we
did not reach an agreement on the ballot measure or on the other retirement-related
issues discussed during mediation.

As we have indicated, the City Council needs to submit the ballot measure to the
County Registrar of Voters 88 days prior theé June election, which wouid be March 9,
2012. In order to provide time for the ratification process and for publication of a
Council memorandum, we had hoped to reach an agreement by today.

Although we did not reach an agreement that would revise the ballot measure approved
by the City Council on December 6, 2011, enclosed please find a revised proposed.
ballot measure that will be considered by the City Council at the March 6, 2012, Council
Meeting for a June 2012 ballot. This version of the ballot measure contains the

200 East Santa Clara Street, San José, CA 95113 tef {408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov




San Jose Police Officers’ Assoclation
RE: Proposed Ballot Measure
February 21, 2012

Page 2 of 2

changes we proposed in mediation and is identical to the draft we provided you on
February 10, 2012.

Sincerely,
Alex Gurza
Deputy City Manager

c: Gina Donnelly, Deputy Director of Employee Relations
Gregg McLean Adam, Carroll, Burdick & McDonough LLP

Enclosure




COUNCIL AGENDA: 03-06-12
ITEM:

‘CITY OF i

SJOSE |  Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Debra Figone

CITY COUNCIL
SUBJECT: REVISED BALLOT DATE: Februaty 21, 2012
MEASURE

RECOMMENDATION

1. Discussion and cotisideration of repeal of Resolution No. 76087 and consideration of a
revised Retirement Reform ballot measure for a June 5, 2012 election;

2. If Council wishes to proceed, repeal Resolution No. 76087 and édopt a resolution of the
Council:

a) calling for a special municipal election to be held on June 5, 2012, and, on its own
‘motion, giving notice of the submission to the electors of the City of San Jose, of the
following measute at that election:

PENSION REFORM

To protect essential services: neighborhood police patrols, fire stations, libraries,
community centers, streets and parks, shall.the Charter be amended to reform retirement
benefits of City employees and retirees by: increasing employees’ contributions;
establishing a voluntary reduced pension plan for current employees and pension cost and
benefit limitations for new employees; reforming disability retirements to prevent abuses;
temporarily suspending retiree COLAs during emergency; and requiring voter approval
for increases in future pension benefits? '

b) directing the City Clerk to take all other actions previously approved on December 6,
2011, necessary to .facilitate the Special Municipal Election.

BACKGROUND

The Mayor’s March 2011 Budget Message, that was approved by the City Council, directed the
City Manager to develop a Fiscal Reform Plan to save $216 million in General Fund Savings by
Fiscal Year 2015-2016, and to reduce retlrement costs to the Fiscal Year 2010-2011 level. The
Fiscal Reform Plan is available here:

~ http://www.sanjoseca.gov/budget/FY 1112/05MBA/MBAO1-FiscalReformPlan PDF,




HONORABLE MAYCR AND CITY COUNCIL
Subject: Revised Ballot Measure

February 21, 2012

Page2 of §

" At the May 24, 2011, City Council meeting, the City Manager s Fiscal Reform Plan was

| ) agendized for discussion as item 3.4. For this agenda item, in a memorandum dated May 13,
2011, Mayor Reed, Vice Mayor Nguyen and Councilmembets Herrera and [iccardo,
recommended an amendment to the City Charter in order to Jimit retirement benefits and to
require voter approval of increases in retirement benefits. This was approved by the City
Council, which directed staff to return with a proposed ballot measure. .

: To allow time to meet and.confer with the City’s bargaining units, this item was deferred and,

: per a memo submitted by the Mayor on November 18, 2011, consideration of the proposed ballot
measure was agendized for City Council consideration at the Council meeting on December 6,
2011. On December 6, 2011, the City Council adopted Resolution 76087 and approved a baliot
measure (Attachment B) for the June 2012, clection, but directed staff not to submit the ballot
measure language to the Registrar of Voters to allow time for the City Administration to ask the
baxgalnmg units to re-engage in mediation on all retirement issues, including the related ballot
measure, in an attempt to reach an agreement on the ballot measure language that would be
‘submitted to the Registrar of Voters. ,

Timeline

‘When the direction for a ballot measure was first approved in May 2011, it was intended for
consideration for the November 2011 election, However, to give additional time for negotiations
with the City’s bargaining units, it was postponed until the March 2012 election. On December
6,2011, the City Council voted again to delay the ballot measure to the June 2012 election.

The City Council must approve putting a ballot measure before the voters 88 days in advance of
‘ the election, March 9, 2012, is 88 days prior to the June 2012 election. Although the City
o Council approved ballot measure language on December 6, 2011, the language was not
submitted to the Registrar of Voters fo allow additional time for mediation. The final ballot
measure language must be submitted to the Registrar of Voters by March 9, 2012,

If the revised ballot measure is not apprm)ed by the City Council, absent other action by the City

Council, the City Clerk has been directed to submit to the Registrar of Voters the ballot measure
approved by the City Council on December 6, 2011.

ANALYSIS

{ Meet and Confer with the City's Bargaining Units

As was explained in a memo (Attachment C) dated November 22, 2011, for the December 6,
2011 meeting, the meet and confer process over a ballot measure is somewhat different than the
traditional meet and confer process and is referred to as “Seal Beach Bargaining,” “‘Seal Beach
Bargaining” is a labor term that comes from a court case involving the City of Seal Beach,
California, and the Seal Beach Police Officers’ Association. If refers to bargaining or
negotiating over a proposed ballot measure prior to it being placed on a ballot for consideration
by voters during an election. This is only done when a proposed ballot measure affects matters
within the scope of representation.
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Because the proposed ballot measure affects retirement benefits, the City engaged in “Seal Beach
Bargaining” with all 11 of its bargaining units, although the level of participation varied by each
bargaining unit. In all cases, the City provided advance notice to every bargaining unit and an
opportunity to bargain.

_ Although significant changes were made to the ballot measure based on comments the City
received from the bargaining units, no agreement was reached with any bargaining unit during
pegotiations. Because of this, impasse procedures were invoked. Under the Employer-Employee
Relations Resolution 39367, mediation is triggered by a declaration of impasse. The City offered
mediation to all bargaining units, even those who had declined or failed to participate in
bargaining regarding the ballot measure.

Prior to December 6, 2011, the City and 11 bargaining units engaged in mediation, but those
efforts did not result in an agreement, Although the City Council approved moving forward with
the ballot measure dated December 5, 2011, for a June 2012 election, they asked that the City
negotiators ask the bargaining units to re-engage in mediation in an attempt to reach an
agreement,

On December 7, 2011, the City Administration contacted all 11 bargaining units to gauge their
interest in re-engaging in mediation in a coalition setting. Although the City asked that the 9
bargaining units that represented employees in the Federated City Employees’ Retirement
System meet in a coalition setting, they were not interested in doing so.

The following chart represents the coalitions that were formed for mediation and the numerous
mediation sessions and meetings that ensued since December 6, 2011.
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Association of Building, . [IFPTE Local 21 San Jose Fire Fighters, IAFF

Mechanical and Electrical Association of Engineers and  |Local 230
Inspectors Architects
San Jose Police Officers’
Association of Legal |City Association of Association
Professionals _ VMianagement Personnel
Confidential Employees’ Association of Maintenance
Organization, AFSCME [Supervisory Personnel
Municipal Employees’
Federation, AFSCME

[Operating Engineers, Local #3

Wednesday, December 215t Friday, January 6th Thursday, December 22nd
Wednesday, January. 4th Monday, January Sth [Monday, January 9th
[Friday, January 6th Thursday, January 19th Thursday, January 12th -
Friday, January 13th Tuesday, January 24th Tuesday, January 17th
Monday, January 30th Thursday, January 26th Wednesday, January 18th
Monday, February 13th Wednesday, February 8th Monday, February 6th

: Thursday, February 9th Friday, February 10th

The mediation process itselfis confidential. If an agreement is not reached in mediation, the
City may maintain its position prior to mediation, which was the approved December 5, 2011,
ballot measure, or it may make additional movement consistent with its positions in mediation.
In other words, even without an agreement, the mediation process may result in additional
changes to the ballot measure.

Despite a total of approximately 20 meetings, an agreement was not reached with any of the
bargaining units. 1 :

Ballot Measure

Dutring the last 7 months, the City made numerous and significant changes to the ballot measure
and provided the following revised drafis to the bargaining units:

. July 5, 2011 (Original Draft Proposed Ballot Measure)

»  September 9, 2011
*  October 5, 2011

*  Qctober 20, 2011
«  Qctober 27, 2011

December 5, 2011
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Although mediation did not yield an agreement with any of the bargaining units, I am
recommending additional changes to the ballot measure from the December 5, 2011, version
which was approved by the City Council on December 6, 2011. The attached {Attachment A)
reflects all of the recommended changes to the previous version of the ballot measure, These
changes are a combination-of clarifying language and substantive changes after mediation
discussions, It is important to note that through the negotiation process, 10 of the City’s 11
bargaining units at one time during the process proposed an opt-in program, which is also
referred to as a voluntary election program.

The following highlights some of the recommended changes to the ballot measure since the
December 5, 2011, version that was approved by the City Council. It is important to read the

attached revised ballot measure which clearly identifies all of the proposed changes.

@

.Vesting Language (Sections 2 and 5)
The revised ballot measure includes clarifications to the language regarding the City’s ability to
modify benefits in the future in Sections 2 and Section 5 to be consistent with the provisions in
the City Charter. '

Current Employees (Section 6)

The revised ballot measure includes the following changes to the compensation adjustment

* through additional retirement contributions for those employees who elect to stay in the current

level of benefits (Tier 1),

Conipensation Adjustment 15% of pensionable pay 4% of pensionable pay
F[ncrements per Fiscal Year

l(w]’ompensation Adjustment 25%, but no more than 50% of |16%, but no more than 50% of

aximum ~ fthe unfunded liability the unfunded liability
Compensaﬁon Adjustment June 24, 2012 © |une 23, 2013 '
Start Date

The compensation adjustments through additional retirement contributions will be in increments
of 4%, with a maximum of 16% of pensionable pay, The unfunded liability serves as a
Jimitation on the compensation adjustment employees would receive through additional
retirement contributions. The adjustments are not required to be exactly in increments of 4%
because they are dependent on the limitation of 50% of the pension unfunded liability.

Below is an example using the pension unfunded liability contribution rate for Fiscal Year 2012~
2013 for an employee in the Federated City Employees’ Retirement System. It should be noted
that this is only an example and the unfunded liability contribution rate is adjusted every yeat
based on an actuarial valuation completed by the Board’s actuary. The pension unfunded
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liability contribution rate for Fiscal Year 2012-2013 (which is currentiy 100% City paid) will be
26.37%. 50% of this contribution rate is 13.185%.

The revised ballot measure reduces the cap on the compensation adjustment through additional
retirement contributions to 16% of pensionable pay, but no more than 50% of the unfunded
liability to be adjusted in 4% increments rather than 5%. The chart below provides an example of
the compensation adjustment for future years if the pension unfunded liability contribution rate
remamed at 26,37% for an ernployee who elects to stay in the current level of retirement
benefits."

Exahiélé;_C_ém'pensﬁtiqn; ‘ EExample Total Compensatmn
el ©  Adjustment Inciement - |Adjustiient - RS
Fiscal Year 2013-2014 4% - A%
Fiscal Year 2014-2015 4% | | 8%
Fiscal Year 2015-2016 A% 12%
Fiséal Year 2016-2017 - |1.185% | 13:185%

In any year where the pension unfunded liability contribution rate decreases, the decrease could
occur in more or less than 4% increments. For example, after the phase in example above, if the
pension unfunded liability contribution rate decreased to 15% (50% of that is 7.5%), an

employee’s compensation adjustment through additional retirement contributions would decrease
to 7.5% for that year,

If the Voluntary Election Program is not implemented for any reason, the compensation
adjustment will apply to all employees. When the Voluntary Election Program is implemented,
the only employees who will not have the compensation adjustment are those that opt into the
Voluntary Election Program defined in the ballot measure,

Voluntary Election Program (Section 7) -
In the current level of benefits tTier 1), an employee can retire at any age after reaching 30 years

of service. If an employee elects to opt into the Voluntary Election Program (VEF), in the
December 5, 2011 ballot measure, the eligibility to tetire at thirty (30) years of service regardless

_of age would increase by 6 months annually on July 1 of cach year. This phase in would start the ,

first July 1 after the Voluntary Election Program was implemented. In the revised ballot
measure, this phase in would not start until July 1, 2017.

I These numbers are only an example, the actual unfunded habxhty for each Fiscal Year will be dstérmined by the :
Boards' actuary.,
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Future Employees- Limitation on Retirement Benefits- Tier 2 (Section &)

The ballot measure itself does not define what the retirement benefit will be for new employees,
rather, it sets parameters around the Tier 2 benefit. The revised ballot measure increases those
parameters as follows: |

Cost of Living Increase 1% maximum based onthe  [1.5% maximum based on CPI
aximum ' Consumer Price Index (CPI)
enefit Accrual Rate 1.5% per year of service 2% per year of service w1th a
aximum 65% maximum

In addition, the December 5, 2011, ballot measure states that alf costs for the Tier 2 plan be
shared 50/50 between the City and employees, but that the City contributions would not be less
than 6.2% nor greater than 9% of base salary.

In the revised ballot measure, the City’s cap on costs of 9% would be removed for a defined
benefit plan and regardless of the costs of the defined benefit plan, they would be shared 50/50
between employees and the City, Below is a comparison of this cost sharing arrangement:

allot
Defined Benefit Plan witha - [City Cost: 9% City Cost: 10%
Total Cost of 20% of payroll Employee Cost:11% Employee Cost: 10%

However, the revised ballot measure adds that the City may contribute to a defined contribution
or other retirement plan only when and to the extent the total City contribution does not exceed
9% and that if the City’s share of a Tier 2 defined benefit plan is less than 9%, the City may, but
shall not be required to, contribute the difference to a defined contribution plan. For example, if
the City’s share of the costs for a defined benefit plan is 10%, no contributions would be allowed
into a defined contribution plan. If the City’s share of the costs for a defined benefit plan is 8%,
the City could, but is not required to, contribute up to 1% (for a total of 9%) towards g defined
coniribution plan for the employee.

It is important to note that because the ballot measure only sets parameters for a second tier, the
actual design of the second tier is subject to the negotiations process with the bargaining units.
“The City and the bargaining units have also reached impasse on this topic and engaged in
mediation, which did not result in an agreement.
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Savings (Section 14)

This section was modified to limit the application of the section to the situation in which it is
determined that the City is not able to adjust compensation through additional retirement
contributions, then the Clty would, to the extent permitted by law, adjust compensation through
pay reductlons .

The ballot measure will also include section umbering to be consistent with the City Charter,

CONCLUSION

The proposed ballot measure includes many significant changes and movement from earlier
drafts. This movement is the result of many hours of negotiations and mediation with the City’s
bargaining units and consideration of the many dimensions of the difficult issue of Retirement
Reform.,

The proposed revised ballot measure is a critical step towards reducing retirement costs “ina
mannet that protects the City’s viability and public safety” and “at the same time allowing for the
continuation of fair post-employment benefits for its workers,” as stated in the attached
Retirement Reform Ballot Measure.

COORDINATION

This memo has been coordinated with the City Attorney's Office.

DEBRA FIGONE
City Manager

Attachments;
A: February 21, 2012, Revised Ballot Measure

B: December $, 2011, Ballot Measure Approved by the City Council on December 6, 2011
C: November 22, 2011, Council Memarandum (without attachments)
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be

referred to as: “The EmployeeFair-Pay-andSustainable

Retirement Benefits.and Compensation Act.”

Section 1: FINDINGS

The following services are essential to the health, safety,
quality of life and well-being of San Jose residents: police
protection; fire protection; street maintenance; libraries; and
community centers (hereafter “Essential City Services”).

The City’s ability to provide its citizens with Essential City
Services has been and continues to be threatened by budget
cuts caused mainly by the climbing costs of employee benefit
programs, and exacerbated by the economic crisis. The
employer cost of the City’s retirement plans is expected to
continue to increase in the near future. In addition, the City's
costs for other post employment benefits - primarily health
benefits — are increasing. To adequately fund these costs, the
City would be required to make additional cuts to Essential
City Services.

By any measure, current and projected reductions in service
levels are unacceptable, and will endanger the health, safety
and well-being of the residents of San Jose.
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Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City's
employment benefit programs, will be placed at an imminent
risk.

The City and its residents always intended that post
employment benefits be fair, reasonable and subject to the
City’s ability to pay without jeopardizing City services. At the
same time, the City is and must remain committed to
preserving the health, safety and well-being of its residents.

By this Act, the voters find and declare that post employment
benefits must be adjusted in a manner that protects the City’s
viability and public safety, at the same time allowing for the
continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the
authority to amend or otherwise change any of its retirement
plans, subject to other provisions of the Charter.

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial
adoption of the City’s retirement programs. It is further
designed to ensure that future retirement benefit increases be
approved by the voters.

Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.
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The City reaffirms its plenary authority as a charter city to
control and manage all compensation provided to its
employees as a municipal affair under the California
Constitution.

The City reaffirms its inherent right to act responsibly to
preserve the health, welfare and well-being of its residents.

This Act is not intended to deprive any current or former
employees of benefits earned and accrued for prior service as
of the time of the Act’s effective date; rather, the Act is
intended to preserve earned benefits as of the effective date of
the Act.

This Act is not intended to reduce the pension amounts
received by any retiree or to take away any cost of living
increases paid to retirees as of the effective date of the Act.

This-Actisnot-intended-to-grantany-vested rightste-any-pest
employmentbenefit-The City expressly retains its authority
existing as of January 1, 2012, to amend, change or terminate

any retirement or other post employment benefit program
prov1ded by the Clty pursuant to Charter Sections 1500 and
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| Section 3. Measure
Provisions

Act Supersedes All Conflicting

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit

| provisions in the Charter, as-well-as-all-ordinances, resolutions
or other enactments.

The City Council shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act. The goal
is that such ordinances shall become effective no later than

| jane-September 30, 2012.

Section 4. Reservation of Voter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post employment
benefits. Neither Tthe City Council,_nor any arbitrator
appointed pursuant to Charter Section 1111, shall have rne
authority to agree to or provide any increase in pension and/or
retiree healthcare benefits without voter approval, except that
the Council shall have the authority to adopt Tier 2 pension
benefit plans within the limits set forth herein.

Section 5. Reservation of Rights to City Council

Subject to the limitations set forth in this Act, the City Council
retains its authority to take all actions necessary to effectuate
the terms of this measureAct, to make any and all changes to
retirement plans necessary to ensure the preservation of the

tax status of the plans, and_at any time, or from time to time, to

amend or otherwise change any retirement plan or plans or
establish new or different plan or plans for all or any officers or

employces to-amend-change-orrepealany retivement-or-other
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postempleoyment benefitprogram-subject to the terms of this

measureAct.
Section 6. Current Employees

(a) “Current Employees” means employees of the City of San
Jose as of the effective date of this Act and who are not covered
under the Tier 2 Plan (Section 8).

(b) Unless they voluntarily opt in to the Voluntary Election
Program (“VEP,” described herein), Current Employees shall
have their compensation reducedadjusted-by-sharing- through
additional retirement contributions in increments of 4% of
pensionable pay per year, up to a maximum of 16%, but no

more than 50% of the costs to amortize any pension unfunded
liabilities, except for any pension unfunded liabilities that may
exist due to Tier 2 benefits in the future._These contributions
shall be in addition to employees’ normal pension
contributions and contributions towards retiree healthcare
benefits.

startinelune-24-4012and-inereased-by-5%%-everyHsealyear
witil-the-employees’s-proportionate-share-ef-the-costreaches
50% oftheamortized pension-unfunded-Habilities;with-ecach
employee’sshare-cappedat-2ble-of-the-employees

(éc) The starting date for an employee’s compensation
adjustment under this Section shall be June 2423, 26422013,
regardless of whether the VEP has been implemented. If the
VEP has not been implemented for any reason, the
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compensation adjustments shall apply to all Current
Employees.

(ed) The compensation adjustment through additional
employee contributions for Current Employees: share-ot-the

costte-amortize-anyunfunded labilities shall be calculated

separately for employees in the Police and Fire Department

Retirement Plan and employees in the Federated City
Employees’ Retirement System.

(fe) The additienalretirementcontributions-compensation
adjustment shall be treated in the same manner as any other
employee contributions. Accordingly, the voters intend these
additional payments to be made on a pre-tax basis through
payroll deductions pursuant to applicable Internal Revenue
Code Sections. The additional contributions shall be subject to
withdrawal, return and redeposit in the same manner as any
other employee contributions.

Section 7: One Time Veoluntary Election Program (“VEP”)

The City Council shall adopt a Voluntary Election Program
(“VEP”) for all Current Employees who are members of the
existing retirement plans of the City as of the effective date of
this Act. The implementation of the VEP is contingent upon
receipt of IRS approval. The VEP shall permit Current
Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee’s earned benefit accrual; the change in benefit
accrual will apply only to the employee’s future City service.
Employees who opt into the VEP will be required to sign an
irrevocable election waiver (as well as their spouse or
domestic partner, former spouse or former domestic partner, if
legally required) acknowledging that the employee irrevocably
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relinquishes his or her existing level of retirement benefits and
has voluntarily chosen reduced benefits, as specified below.

The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual rate (e.g. 2.5%)
earned and accrued for service prior to the VEP's effective
date; thus, the benefit accrual rate earned and accrued by
individual employees for that prior service shall be preserved
for payment at the time of retirement.

(b) Pension benefits under the VEP shall be based on the
following limitations:

()

(ii)

(iif)

The accrual rate shall be 2.0% of “final
compensation”, hereinafter defined, per year of
service for future years of service only.

The maximum benefit shall remain the same as
the maximum benefit for Current Employees.

The current age of eligibility for service
retirement under the existing plan as approved
by the City Council as of the effective date of the
Act for all years of service shall increase by six
months annually on July 1 of each year until the
retirement age reaches the age of 57 for
employees in the Police and Fire Department
Retirement Plan and the age of 62 for employees
in the Federated City Employees’ Retirement
System. Earlier retirement shall be permitted
with reduced payments that do not exceed the
actuarial value of full retirement. For service
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(c)

(iv)

v)

(vi)

(vii)

retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50
in the Police and Fire Department Retirement
Plan.

The eligibility to retire at thirty (30) years of
service regardless of age shall increase by 6

months annually on july 1 of each year starting
July 1, 201 7en-tuly1-ofeach-year.

Cost of living adjustments shall be limited to the
increase in the consumer price index, (San Jose -
San Francisco — Oakland U.S. Bureau of Labor
Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA
adjustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retirement of
the employee,

“Final compensation” shall mean the average
annual pensionable pay of the highest three
consecutive years of service.

An employee will be eligible for a full year of
service credit upon reaching 2080 hours of
regular time worked (including paid leave, but
not including overtime}.

The cost sharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed
the ratio of 3 for employees and 8 for the City, as
presently set forth in the Charter. Employees who opt
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(d)

(e)

into the VEP will not be responsible for the payment of
any pension unfunded liabilities of the system or plan.

VEP Survivorship Benefits.

(i)

(i)

Survivorship benefits for a death before
retirement shall remain the same as the
survivorship benefits for Current Employees in
each plan.

Survivorship benefits for a spouse or domestic
partner and/or child(ren) designated at the time
of retirement for death after retirement shall be
50% of the pension benefit that the retiree was
receiving. At the time of retirement, retirees can
at their own cost elect additional survivorship
benefits by taking an actuarially equivalent
reduced benefit.

VEP Disability Retirement Benefits.

(1)

(ii)

A service connected disability retirement benefit,
as hereinafter defined, shall be as follows:

The employee or former employee shall receive an
annual benefit based on 50% of the average annual
pensionable pay of the highest three consecutive
years of service.

A non-service connected disability retirement
benefit shall be as follows:

The employee or former employee shall receive
2.0% times years of City Service (minimum 20% and
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maximum of 50%) based on the average annual
pensionable pay of the highest three consecutive
years of service. Employees shall not be eligible for
a non-service connected disability retirement unless
they have 5 years of service with the City.

(iii) Cost of Living Adjustment (“COLA”) provisions will
be the same as for the service retirement benefit in
the VEP.

Section 8: Future Employees - Limitation on Retirement
Benefits - Tier 2

To the extent not already enacted, the City shall adopta
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement
program - for new employees - shall be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows:

(a) %@%LGMMM%MM%@WW
&M&%@WM&%%}}&H—@&&G@
contributiontosuch planerceed 50W-ofthe-costolftheTler2
plan-theth-normalcostand unfunded Habilities)—The program
may be designed as a “hybrid plan” consisting of a combination
of Social Security, a defined benefit plan and/or a defined

contribution plan. If the City provides a defined benefit plan,
the City’s cost of such plan shall not exceed 50% of the total

cost of the Tier 2 defined benefit plan (both normal cost and
unfunded liabilities). The City may contribute to a defined
contribution or other retirement plan only when and to the
extent the total City contribution does not exceed 9%. [f the
City’s share of a Tier 2 defined benefit plan is less than 9%, the

10
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City may, but shall not be required to, contribute the difference

to a defined contribution plan.

(b)

(c)

(d)

(e)

(6)

For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be
65, except for sworn police officers and firefighters,
whose service retirement age shall be 60. Earlier
retirement may be permitted with reduced payments that
do not exceed the actuarial value of full retirement. For
service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50 in the
Police and Fire Department Retirement Plan.

For any defined benefit plan, cost of living adjustments
shall be limited to the increase in the consumer price
index {San Jose - San Francisco - Oakland U.S. Bureau of
Labor Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA adjustment
will be prorated based on the number of months retired.

For any defined benefit plan, “final compensation” shall
mean the average annual earned pay of the highest three
consecutive years of service. Final compensation shall be
base pay only, excluding premium pays or other
additional compensation.

For any defined benefit plan, benefits shall accrue ata
rate not to exceed +52% per year of service, not to

exceed 65% of final compensation.:

For any defined benefit plan, an employee will be eligible
for a full year of service credit upon reaching 2080 hours

11
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(g)

(h)

of regular time worked (including paid leave, but not
including overtime).

Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into
the second tier of benefits (Tier 2). Employees who have
at least five (5) years of service credit in the Federated
City Employees’ Retirement System or at least ten (10)
years of service credit in the Police and Fire Department
Retirement Plan on the date of separation and who have
not obtained a return of contributions will have their
benefit accrual rate preserved for the years of service
prior to their leaving City service.

Any plan adopted by the City Council is subject to
termination or amendment in the Council’s discretion. No
plan subject to this section shall create a vested right to
any benefit.

Section 9: Disability Retirements

(a)

To receive any disability retirement benefit under any

pension plan, City employees must be incapable of engaging in
any gainful employment for the City, but not yet eligible to
retire (in terms of age and years of service}. The
determination of qualification for a disability retirement shall
be made regardless of whether there are other positions
available at the time a determination is made.

(b)

An employee is considered “disabled” for purposes of

qualifying for a disability retirement, if all of the following is

met:

12
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(i) Anemployee cannot do work that they did
before; and

(ii) Itis determined that

1) an employee in the Federated City
Employees’ Retirement System cannot perform
any other jobs described in the City's
classification plan because of his or her medical
condition(s); or

2} an employee in the Police and Fire
Department Retirement Plan cannot perform
any other jobs described in the City's
classification plan in the employee’s
department because of his or her medical
condition(s); and

(iii) The employee’s disability has lasted or is expected
to last for at least one year or to result in death.

{c) Determinations of disability shall be made by an
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability
determinations for both plans. Employees and the City shall
have a right of appeal to an administrative law judge.

(d) The City may provide matching funds to obtain long term
disability insurance for employees who do not qualify for a
disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(e) The City shall not pay workers’ compensation benefits for
disability on top of disability retirement benefits without an

13
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offset to the service connected disability retirement allowance
to eliminate duplication of benefits for the same cause of
disability, consistent with the current provisions in the
Federated City Employees’ Retirement System.

Section 10: Emergency Measures to Contain Retiree Cost
of Living Adjustments

If the City Council adopts a resolution declaring a fiscal and
service level emergency, with a finding that it is necessary to
suspend increases in cost of living payments to retirees the
City may adopt the following emergency measures, applicable
to retirees (current and future retirees employed as of the
effective date of this Act):

(a) Costofliving adjustments (“COLAs") shall be temporarily
suspended for all retirees in whole or in part for up to five
years. The City Council shall restore COLAs prospectively (in
whole or in part), if it determines that the fiscal emergency has
eased sufficiently to permit the City to provide essential
services protecting the health and well-being of City residents
while paying the cost of such COLAs.

(b) In the event the City Council restores all or part of the
COLA, it shall not exceed 3% for Current Retirees and Current
Employees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1,5% for employees in
Tier 2.

Section 11;  Supplemental Payments to Retirees.
The Supplemental Retiree Benefit Reserve (“SRBR”) shall be

discontinued, and the assets returned to the appropriate
retirement trust fund. Any supplemental payments to retirees

14
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in addition to the benefits authorized herein shall not be
funded from plan assets.

Section 12: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

(b) Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its
power to amend, change or terminate any plan provision.

(c) Low CostPlan. For purposes of retiree healthcare
benefits, “low cost plan” shall be defined as the medical plan
which has the lowest monthly premium available to any active
employee in either the Police and Fire Department Retirement
Plan or Federated City Employees’ Retirement System.

Section 13: Actuarial Soundness {for both pension and
retiree healthcare plans)

(a) All plans adopted pursuant to the Act shall be subject to
an actuarial analysis publicly disclosed before adoption by the
City Council, and pursuant to an independent valuation using
standards set by the Government Accounting Standards Board
and the Actuarial Standards Board, as may be amended from
time to time. All plans adopted pursuant to the Act shall: (i) be
actuarially sound; (ii) minimize any risk to the City and its
residents; and (iii) be prudent and reasonable in light of the
economic climate. The employees covered under the plans
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must share in the investment, mortality, and other risks and
expenses of the plans.

(b) All of the City’s pension and retiree healthcare plans must
be actuarially sound, with unfunded liabilities determined
annually through an independent audit using standards set by
the Government Accounting Standards Board and the Actuarial
Standards Board. No benefit or expense may be paid from the
plans without being actuarially funded and explicitly
recognized in determining the annual City and employee
contributions into the plans.

(c) In setting the actuarial assumptions for the plans, valuing
the liabilities of the plans, and determining the contributions
required to fund the plans, the objectives of the City’s
retirement boards shall be to:

1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan
experience; and

2) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the
costs of the plans, and minimize any intergenerational
transfer of costs.

(d) When investing the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the rate of
return without undue risk of loss while having proper regard
to:

1) the funding objectives and actuarial assumptions of the
plans; and
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2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees.

Section 14: Savings

{faf—t-the-eventSectionZor-10 fasthat Section-applieste
GurrentBmployees)of this-Astis-determined-tobeillegal;
invalid-orunenforceable-aste GurrentEmployees,then-the
Gurrent-Hmployees-share-of the costs to-amertize-any
upfunded-tabilities-shall be-50%-of the plan-coveringthe
respectiva-omployees:

{b}—In the event Section 6 (b)-and-fe)-andfertheemployee
paymentof thewnfunded-Habilitrreferenced-inSeetiond4{a);
is determined to be illegal, invalid or unenforceable as to
Current Employees (using the definition in Section 6(a)), then,
to the maximum extent permitted by law, an equivalent
amount of savings shall be obtained through pay reductions.
Any pay reductions implemented pursuant to this section shall
not exceed 54% of compensation each year, capped ata

maximum of 2516% of pay-erthe-equivalentofwhatweuld-be
50%-of the amortized penstenuntunded-liability,

Section 15: Severability

{a) This Act shall be interpreted so as to be consistent with
all federal and state laws, rules and regulations. The provisions
of this Act are severable. If any section, sub-section, sentence
or clause (“portion”) of this Act is held to be invalid or
unconstitutional by a final judgment of a court, such decision
shall not affect the validity of the remaining portions of this
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amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any
portion of this Act is held invalid as applied to any person or
circumstance, such invalidity shall not affect any application of
this Act which can be given effect. In particular, if any portion
of this Act is held invalid as to Current Retirees, this shall not
affect the application to Current Employees. If any portion of
this Act is held invalid as to Current Employees, this shall not
affect the application to New Employees. This Act shall be
broadly construed to achieve its stated purposes. Itis the
intent of the voters that the provisions of this Act be
interpreted or implemented by the City, courts and others in a
manner that facilitates the purposes set forth herein.

(b) If any ordinance adopted pursuant to the Act is held to be
invalid, unconstitutional or otherwise unenforceable by a final
judgment, the matter shall be referred to the City Council for
determination as to whether to amend the ordinance
consistent with the judgment, or whether to determine the
section severable and ineffective.
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CITY OF

SAN JOSE

Office of the City Manager

CAPITAL OF SILICON VALLEY

SENT VIA EMAIL

November 22, 2011

George Beattie

President

San Jose Police Officers’ Association (POA)
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President

San Jose Fire Fighters, IAFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Revised Ballot Measure

Dear George and Robert:

EMPLOYEE RELATIONS

The City and the POA and the San Jose Fire Fighters, Local 230 participated in mediation on
November 15" and 16", regarding retirement reform, including but not limited to, the proposed
ballot measure. Unfortunately, the parties were unable to reach an agreement.

Please find enclosed a revised ballot measure that has been transmitted to the City Councll,
The revised ballot measure will be considered by the City Council during the December 6, 2011,

City Council meeting for a March 2012 election.

%
Alex Gurza
Deputy City Manager

c: Gina Donnelly, Deputy Director of Employse Relations
Jim Unland, Vice President, POA
John Tennant, General Counsel, POA

Gregg MclLean Adam, Carroll, Burdick & McDonough LLP
Jeff Welch, Vice President, San Jose Fire Fighters, |AFF, Local 230

Chris Platten, Legal Counsel, San Jose Fire Fighters, IAFF, Local 230

Enclosure

200 East Santa Clara Street, San José, CA 95113 tef (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov




November 22, 2011

PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS -TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be
referred to as: “The Employee Fair Pay and Sustainable Benefits
Act”

Section 1: FINDINGS

The following services are essential to the health, safety,
quality of life and well-being of San Jose residents: police
protection; fire protection; street maintenance; libraries; and
community centers (hereafter “Essential City Services”).

The City’s ability to provide its citizens with Essential City
Services has been and continues to be threatened by budget
cuts caused mainly by the climbing costs of employee benefit
programs, and exacerbated by the economic crisis. The
employer cost of the City’s retirement plans is expected to
continue to increase dramatically in the near future. In
addition, the City’s costs for other post employment benefits -
primarily health benefits — are increasing. To adequately fund
these costs, the City would be required to make dramatic cuts
to Essential City Services.

These cuts to Essential City Services have already created a
service level emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions
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and legal restrictions severely limit revenue growth, there is no
reasonable prospect that further critical reductions in

Essential City Services can be avoided. By any measure,
projected reductions in service levels are unacceptable, and
will endanger the health, safety and well-being of the residents
of San Jose.

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed at an imminent
risk.

The City and its residents always intended that post
employment benefits be fair, reasonable and subject to the
City’s ability to pay without jeopardizing City services. At the
same time, the City is and must remain committed to
preserving the health, safety and well-being of its residents.

By this Act, the voters find and declare that post employment
benefits must be adjusted in a manner that protects the City's
viability and public safety, at the same time allowing for the
continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the
authority to amend or otherwise change any of its retirement
plans, subject to other provisions of the Charter.

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial
adoption of the City’s retirement programs. It is further
designed to ensure that future retirement benefit increases be
approved by the voters.
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The voters hereby find that the facts and circumstances
constitute an emergency within the meaning of the Meyers-
Milias-Brown Act (“MMBA”"}, Government Code section 3504.5,
and pursuant to the City’s authority as a charter city under the
California Constitution. E.g. Cal. Const., Art XL

Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.

The City reaffirms its plenary authority as a charter city to
control and manage all compensation provided to its
employees as a municipal affair under the California
Constitution.

The City reaffirms its inherent right to act responsibly to
preserve the health, welfare and well-being of its residents.

This Act is not intended to deprive any current or former
employees of benefits earned and accrued for prior service as
of the time of the Act’s effective date; rather, the Act is
intended to preserve earned benefits as of the effective date of
the Act.

This Act is not intended to reduce the pension amounts
received by any retiree or to take away any cost of living
increases paid to retirees as of the effective date of the Act.

This Act is not intended to grant any vested rights to any post
employment benefit. The City expressly retains its authority to
amend, change or terminate any retirement or other post
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employment benefit program provided by the City; provided,
however, nothing in the Act shall be construed to require the
forfeiture of any contribution made by an employee toward a
pension plan benefit.

Section 3. Measure Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions
or other enactments.

The City Council shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act. The goal
is that such ordinances shall become effective no later than
june 30, 2012.

Section 4. Reservation of Voter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post employment
benefits. The City Council shall have no authority to agree to or
provide any increase in pension and/or retiree healthcare
benefits without voter approval, except that the Council shall
have the authority to adopt Tier 2 pension benefit plans within
the limits set forth herein.

Section 5. Reservation of Rights to City Council

Subject to the limitations set forth in this Act, the City Council
retains its authority to take all actions necessary to effectuate
the terms of this measure, to make any and all changes to
retirement plans necessary to ensure the preservation of the
tax status of the plans, and to amend, change or repeal any
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retirement or other post employment benefit program subject
to the terms of this measure.

Section 6. Current Employees

(a) “Current Employees” means employees of the City of San
Jose as of the effective date of this Act and who are not covered
under the Tier 2 Plan (Section 8).

(b) Unless they voluntarily opt in to the Voluntary Election
Program (“VEP,” described herein), Current Employees shall
have their compensation reduced by sharing 50% of the costs
to amortize any pension unfunded liabilities, except for any
pension unfunded liabilities that may exist due to Tier 2
benefits in the future.

(¢) A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased by 5% every fiscal year
until the employee’s proportionate share of the cost reaches
50% of the amortized pension unfunded liabilities, with each
employee’s share capped at 25% of the employee's
pensionable pay. '

(d) The starting date for an employee’s compensation
adjustment under this Section shall be June 24, 2012,
regardless of whether the VEP has been implemented. If the
VEP has not been implemented for any reason, the
compensation adjustments shall apply to all Current
Employees.

(e) Current Employees’ share of the cost to amortize any
unfunded liabilities shall be calculated separately for
employees in the Police and Fire Department Retirement Plan
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and employees in the Federated City Employees’ Retirement
System.

(f) The additional retirement contributions shall be treated
in the same manner as any other employee contributions.
Accordingly, the voters intend these additional payments to be
made on a pre-tax basis through payroll deductions pursuant
to applicable Internal Revenue Code Sections. The additional
contributions shall be subject to withdrawal, return and
redeposit in the same manner as any other employee
contributions.

Section 7: One Time Voluntary Election Program (“VEP")

The City Council shall adopt a Voluntary Election Program
(“VEP”) for all Current Employees who are members of the
existing retirement plans of the City as of the effective date of
this Act. The implementation of the VEP is contingent upon
receipt of IRS approval. The VEP shall permit Current
Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee’s earned benefit accrual; the change in benefit
accrual will apply only to the employee’s future City service.
Employees who opt into the VEP will be required to sign an
irrevocable election waiver {as well as their spouse or
domestic partner, former spouse or former domestic partner, if
legally required) acknowledging that the employee irrevocably
relinquishes his or her existing level of retirement benefits and
has voluntarily chosen reduced benefits, as specified below.

The VEP shall have the following features and limitations:

(a} The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual rate (e.g. 2.5%)
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earned and accrued for service prior to the VEP’s effective
date; thus, the benefit accrual rate earned and accrued by
individual employees for that prior service shall be preserved
for payment at the time of retirement.

(b) Pension benefits under the VEP shall be based on the
following limitations:

(i)

(ii)

(iif)

The accrual rate shall be 2.0% of “final
compensation”, hereinafter defined, per year of
service for future years of service only.

The maximum benefit shall remain the same as
the maximum benefit for Current Employees.

The current age of eligibility for service
retirement under the existing plan as approved
by the City Council as of the effective date of the
Act for all years of service shall increase by six
months annually on July 1 of each year until the
retirement age reaches the age of 57 for
employees in the Police and Fire Department
Retirement Plan and the age of 62 for employees
in the Federated City Employees’ Retirement
System. Earlier retirement shall be permitted
with reduced payments that do not exceed the
actuarial value of full retirement. For service
retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50
in the Police and Fire Department Retirement
Plan.
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(c)

(iv)

(vi)

(vii)

The eligibility to retire at thirty (30) years of
service regardless of age shall increase by 6
months annually on July 1 of each year.

Cost of living adjustments shall be limited to the
increase in the consumer price index, (San Jose -
San Francisco — Oakland U.S. Bureau of Labor
Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA
adjustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retirement of
the employee.

“Final compensation” shall mean the average
annual pensionable pay of the highest three
consecutive years of service.

An employee will be eligible for a full year of
service credit upon reaching 2080 hours of
regular time worked (including paid leave, but
not including overtime).

The cost sharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed
the ratio of 3 for employees and 8 for the City, as
presently set forth in the Charter. Employees who opt
into the VEP will not be responsible for the payment of
any pension unfunded liabilities of the system or plan.
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(d) VEP Survivorship Benefits.

(i)

(ii)

Survivorship benefits for a death before
retirement shall remain the same as the
survivorship benefits for Current Employees in
each plan.

Survivorship benefits for a spouse or domestic
partner and/or child(ren) designated at the time
of retirement for death after retirement shall be
50% of the pension benefit that the retiree was
receiving. At the time of retirement, retirees can
at their own cost elect additional survivorship
benefits by taking an actuarially equivalent
reduced benefit.

(e} VEP Disability Retirement Benefits.

(1)

(ii)

A service connected disability retirement benefit,
as hereinafter defined, shall be as follows:

The employee or former employee shall receive an
annual benefit based on 50% of the average annual
pensionable pay of the highest three consecutive
years of service.

A non-service connected disability retirement
benefit shall be as follows:

The employee or former employee shall receive
2.0% times years of City Service (minimum 20% and
maximum of 50%) based on the average annual
pensionable pay of the highest three consecutive
years of service. Employees shall not be eligible for
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a non-service connected disability retirement unless
they have 5 years of service with the City.

(iii) Cost of Living Adjustment (“COLA”) provisions will
be the same as for the service retirement benefit in
the VEP,

Section 8: Future Employees - Limitation on Retirement
Benefits - Tier 2

To the extent not already enacted, the City shall adopta
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement
program - for new employees - shall be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows:

(a) The City contributions shall not be less than 6.2% nor
greater than 9% of base salary, excluding premiums or
other additional compensation. In no event shall the City
contribution to such plan exceed 50% of the cost of the
Tier 2 plan (both normal cost and unfunded liabilities).
The program may be designed as a “hybrid plan”
consisting of a combination of Social Security, a defined
benefit plan and/or a defined contribution plan.

(b) For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be
65, except for sworn police officers and firefighters,
whose service retirement age shall be 60. Earlier
retirement may be permitted with reduced payments that
do not exceed the actuarial value of full retirement. For
service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City

10
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(d)

(f)

(g)

Employees’ Retirement System and the age of 50 in the
Police and Fire Department Retirement Plan.

For any defined benefit plan, cost of living adjustments
shall be limited to the increase in the consumer price
index (San Jose - San Francisco - Oakland U.S. Bureau of
Labor Statistics index, CPI-U, December to December]),
capped at 1% per fiscal year. The first COLA adjustment
will be prorated based on the number of months retired.

For any defined benefit plan, “final compensation” shall
mean the average annual pay of the highest three
consecutive years of service. Final compensation shall be
base pay only, excluding premium pays or other
additional compensation.

For any defined benefit plan, benefits shall accrue ata
rate not to exceed 1.5% per year of service.

For any defined benefit plan, an employee will be eligible
for a full year of service credit upon reaching 2080 hours
of regular time worked (including paid leave, but not
including overtime).

Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into
the second tier of benefits (Tier 2). Employees who have
at least five (5) years of service credit in the Federated
City Employees’ Retirement System or at least ten (10)
years of service credit in the Police and Fire Department
Retirement Plan on the date of separation and who have
not obtained a return of contributions will have their
benefit accrual rate preserved for the years of service
prior to their leaving City service.

11
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(h) Any plan adopted by the City Council is subject to
termination or amendment in the Council’s discretion. No
plan shall create a vested right to any benefit.

Section 9: Disability Retirements

(a) To receive any disability retirement benefit under any
pension plan, City employees must be incapable of engaging in
any gainful employment for the City, but not yet eligible to
retire (in terms of age and years of service). The
determination of qualification for a disability retirement shall
be made regardless of whether there are other positions
available at the time a determination is made.

(b} An employee is considered “disabled” for purposes of
qualifying for a disability retirement, if all of the following is
met:

(i) An employee cannot do work that they did
before; and

(ii) [Itis determined that

1) an employee in the Federated City
Employees’ Retirement System cannot perform
any other jobs described in the City's
classification plan because of his or her medical
condition(s); or

2) an employee in the Police and Fire
Department Retirement Plan cannot perform
any other jobs described in the City’s
classification plan in the employee’s

12
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department because of his or her medical
condition(s}; and

(iii) The employee’s disability has lasted or is expected
to last for at least one year or to result in death,

(c) Determinations of disability shall be made by an
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability
determinations for both plans. Employees and the City shall
have a right of appeal to an administrative law judge.

(d) The City may provide matching funds to obtain long term
disability insurance for employees who do not qualify for a
disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(e} The City shall not pay workers’ compensation benefits for
disability on top of disability retirement benefits without an
offset to the service connected disability retirement allowance
to eliminate duplication of benefits for the same cause of
disability, consistent with the current provisions in the
Federated City Employees’ Retirement System.

Section 10: Emergency Measures to Contain Retiree Cost
of Living Adjustments

The City shall adopt the following emergency measures,
applicable to retirees (current and future retirees employed as
of the effective date of this Act):

(a) Costofliving adjustments (“COLAs") shall be temporarily

suspended for all retirees from July 1, 2012 until at least
January 1, 2018.

13
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After January 1, 2018, the City Council shall restore COLAs
prospectively (in whole or in part), if it determines that the
fiscal emergency has eased sufficiently to permit the City to
provide essential services protecting the health and well-being
of City residents while paying the cost of such COLAs.

(b) In the event the City Council restores all or part of the
COLA, it shall not exceed 3% for Current Retirees and Current
Employees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1% for employees in
Tier 2.

Section 11:  Supplemental Payments to Retirees

The Supplemental Retiree Benefit Reserve (“SRBR”) shall be
discontinued, and the assets returned to the appropriate
retirement trust fund. Any supplemental payments to retirees
in addition to the benefits authorized herein shall not be
funded from plan assets.

Section 12: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

(b) Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its
power to amend, change or terminate any plan provision.

(c) Low Cost Plan. For purposes of retiree healthcare

benefits, “low cost plan” shall be defined as the medical plan
which has the lowest monthly premium available to any active

14
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employee in either the Police and Fire Department Retirement
Plan or Federated City Employees’ Retirement System.

Section 13: Actuarial Soundness (for both pension and

(a)

(b)

(c)

retiree healthcare plans)

All plans adopted pursuant to the Act shall be subject
to an actuarial analysis publicly disclosed before
adoption by the City Council, and pursuant to an
independent valuation using standards set by the
Government Accounting Standards Board and the
Actuarial Standards Board, as may be amended from
time to time. All plans adopted pursuant to the Act
shall: (i) be actuarially sound; {ii) minimize any risk to
the City and its residents; and (iii) be prudent and
reasonable in light of the economic climate. The
employees covered under the plans must share in the
investment, mortality, and other risks and expenses of
the plans.

All of the City's pension and retiree healthcare plans
must be actuarially sound, with unfunded liabilities
determined annually through an independent audit
using standards set by the Government Accounting
Standards Board and the Actuarial Standards Board.
No benefit or expense may be paid from the plans
without being actuarially funded and explicitly
recognized in determining the annual City and
employee contributions into the plans.

In setting the actuarial assumptions for the plans,
valuing the liabilities of the plans, and determining the
contributions required to fund the plans, the objectives
of the City’s retirement boards shall be to:

15
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1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan
experience; and

~ 2) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the
costs of the plans, and minimize any intergenerational
transfer of costs.

(d) When investing the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the
rate of return without undue risk of loss while having
proper regard to:

1) the funding objectives and actuarial assumptions of the
plans; and

2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees.

Section 14: Savings

(a) Inthe event Section 7 or 10 {as that Section applies to
Current Employees), of this Act is determined to be illegal,
invalid or unenforceable as to Current Employees, then the
Current Employees’ share of the costs to amortize any
unfunded liabilities shall be 50% of the plan covering the
respective employees.

16
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(b) Inthe event Section 6 (b) and (c}, and/or the employee
payment of the unfunded liability referenced in Section 14(a),
is determined to be illegal, invalid or unenforceable as to
Current Employees (using the definition in Section 6(a)), then,
to the maximum extent permitted by law, an equivalent
amount of savings shall be obtained through pay reductions.
Any pay reductions implemented pursuant to this section shall
not exceed 5% of compensation each year, capped at a
maximum of 25% of pay or the equivalent of what would be
50% of the amortized pension unfunded liability.

Section 15: Severability

(a) This Act shall be interpreted so as to be consistent with
all federal and state laws, rules and regulations. The provisions
of this Act are severable. If any section, sub-section, sentence
or clause (“portion”) of this Act is held to be invalid or
unconstitutional by a final judgment of a court, such decision
shall not affect the validity of the remaining portions of this
amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any
portion of this Act is held invalid as applied to any person or
circumstance, such invalidity shall not affect any application of
this Act which can be given effect. In particular, if any portion
of this Act is held invalid as to Current Retirees, this shall not
affect the application to Current Employees. If any portion of
this Act is held invalid as to Current Employees, this shall not
affect the application to New Employees. This Act shall be
broadly construed to achieve its stated purposes. Itis the
intent of the voters that the provisions of this Act be
interpreted or implemented by the City, courts and others in a
manner that facilitates the purposes set forth herein.
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(b) If any ordinance adopted pursuant to the Act is held to be
invalid, unconstitutional or otherwise unenforceable by a final
judgment, the matter shall be referred to the City Council for
determination as to whether to amend the ordinance
consistent with the judgment, or whether to determine the
section severable and ineffective.
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CITY OF &

SAN JOSE Office of the City Manager

CAPITAL OF SILICON VALLEY EMPLOYEE RELATIONS

SENT VIA EMAIL

October 27, 2011

George Beattie

President

San Jose Police Officers' Association
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President .

San Jose Fire Fighters, |IAFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Revised Draft Proposed Ballot Measure

Dear George and Robert:

On July 6, 2011, the City provided the POA and the San Jose Fire Fighters, IAFF, Local 230
a copy of the draft proposed ballot measure that incorporates the relevant elements from the
May 13" memo and City Manager's Fiscal Reform Plan, as approved by the City Council.
Subsequently, the City Counci! provided additional direction and revised draft proposed ballot
measures were provided on September 9", October 5" and October 20", Since then, the
City Councit has provided further direction regarding the draft proposed ballot measure.
Enclosed please find a revised draft proposed ballot measure.

As you know, recent drafts of the proposed ballot measure include increased employee
retirement contributions for employees who do not opt into the VEP but remain in the current
level of benefits. Some bargaining units have expressed concerns that increasing employee
contributions to pay for retirement benefits is not permissible. While the City maintains its
position that increasing retirement contributions for current employees is permissible, Section
15 has been amended to clarify this provision. In summary, Section 15 now states that in the
event that any increase in the employee's share of the costto amortize the unfunded
liabilities for pension benefits cannot be implemented, the equivalent cost savings will be
achieved through compensation reductions.

200 East Santa Clara Street, San José, CA 95113 fef (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov




POA and AFF, Local 230

RE: Revised Draft Proposed Ballot Measure
October 27, 2011

Page 2 of 2

The City and the San Jose Fire Fighters, IAFF, Local 230 have reached an agreement fo
negotiate concurrently on the issues of retirement reform and related ballot measure(s). In
light of the approaching deadlines regarding the ballot measure, we request that the currently
scheduled session on October 28" be designated to discussion of the proposed ballot
measure.

If you have any questions or concerns regarding this information, please do not hesitate to
contact me.

Sincerely,

e A

Alex Gurza
Deputy City Manager

G Gina BDonnelly, Deputy Director of Employee Reiations
Jim Unland, Vice President, POA
John Tennant, General Counsel, POA
Gregg MclLean Adam, Carroll, Burdick & McDonough LLP
Jeff Welch, Vice President, San Jose Fire Fighters, IAFF, Local 230
Chris Platten, Legal Counsel, San Jose Fire Fighters, IAFF, Local 230

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be
referred to as: “The Employee Fair Pay ﬂgg for Fiscal
Sustainability.” j Ht b

b My,

Section 1: FINDINGS ”TH; i; I,
Hith, .\1}52
h' }
The following services are {«:ssentu‘fﬂl to the health safét)ﬁ
quality of life and well-being of San }pse€§[;‘ esidents: pollce
protection; fire protect10n= :street mam lenance; libraries; and
community centers [herea*fl ei’ “fE‘ssentl l i w Serv1ces")

»-

Hi

The City’s ablllty t Pgomde 1‘:% JtlzerlltsiWﬁh Essential City
Services has been an ntmueg to be hreatened by budget
cuts caused 4 hly b d;)e chmbl icosts of employee benefit
programs, and exa h te’el[il? [IE conomlc crisis. The

e

emplo Sdld ““sth f th s retitement plans is expected to
mcre e dramat lly ml' fhe near future. In addition, the City’s
accru funded iability for other post employment benefits
- prlmar health %eneflts is similarly increasing. To

adequately ﬁi d these costs, the City would be required to
make dramatlclddts to Essential City Services.

These cuts to Essential City Services have already created a
public service emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions
and legal restrictions severely limit revenue growth, there is no
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reasonable prospect that further critical reductions in
Essential City Services can be avoided. By any measure,
projected levels of services are unsustainable, and endanger
the health, safety and well-being of the residents of San Jose.

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City's

employment benefit programs, will be placed,ai’s an imminent
risk. ﬂ[ g
[y,
The City and its residents always mt diLd, thal zi'gi pension and
post employment benefit plans be fair Veasonable%%‘r}d subject
to the City’s ability to pay w1thm€iti iﬁ()p&l“dlZng City Esﬁ mees
At the same time, the City is and mus tt ?};nam committed to
preserving the health, safe t¥ ﬁnd weli 'bemg of its residents.
| )

By this Act, the voters find a dg lalre that!pénsmn and other
post-—employmenli ?neflts m st be a@i]i%sted in a manner that
protects the CltP/f S Vlab llty and ubhc fety, at the same time
allowing for ’chi ontm;\a‘aon 0 f% ripost-employment benefits
for its workers. U

i i ]{
This },}lg:t is 1ntend dto sfgs epgthen the finances of the City to
ensufelq e City's @ﬁtamed ability to fund a reasonable level of
benefits § ontem ated at the time of the voters’ initial
adoption ofl (f s retirement programs. Itis further
designed to enshre that future retirement benefit increases be
approved by the voters.

The voters hereby find that the facts and circumstances
constitute an emergency within the meaning of the Meyers-
Milias-Brown Act (“MMBA”"), Government Code section 3504.5,
and pursuant to the City’s authority as a charter city under the
California Constitution. E.g., Cal. Const,, Art XI, §5.
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Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.

The City reaffirms its plenary authority as g% rger city to
control and manage all compensation pr ? 4 to its
employees as a municipal affair undeg Callfoﬁ ia
Constitution. !! l ll ’t
aflln, ) i
The City reaffirms its inherent rlghh El Eaig Pesponmblﬁr to
preserve the health, Welfaﬂz and well- i{%ﬂ‘lg of its residents.
E!l
This Actis not intended to cl Ué‘ grbhy curr%rlnt or former
employees of bem?fnis earned flo Npri } ervu:e as of the time of
the Act’s effectWe date irather t e Act 155 intended to preserve
earned benefi s é}s of t effectlv }da’ce of the Act.
iy
i i
This Acr't éﬂh‘q‘b tenliiefd to re &Ce the pension amounts
rec% ed by angr; tlree (; luding any cost of living increases
recei eﬂ Fy retird T as of Jthe effective date of the Act.

This Act is Aot nte ded to grant any vested rights to any post
employment i} Iheflt The City expressly retains its authority to
amend, change or terminate any retirement or other post
employment benefit program provided by the City; provided,
however, nothing in the Act shall be construed to require the
forfeiture of any contribution made by an employee toward a
pension plan benefit.
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Section 3. Measure Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions
or other enactments.

Section 4. Reservation of Voter Authority m; i
The voters expressly reserve the right t ![’iéois# er any change
in matters related to pension and othelf (bst -e t 1 yment
benefits. The City Council shall hewfei no‘guthorlty tle agree to
any increase in pension and/or r%ewl]"ee hearlthcare beneflts,
except that the Council shall have t }*aut mty to adept Tier 2
pension benefit plans Wlth‘h the llmltL; s{et forth herein.

%
Section 5. Reservation ofl Lt“ sito Clty Councﬂ

iiif”b o " My
I it é § set fohth in this Act, the City Council
retains its authé

ml ?ke all aetﬂens necessary to effectuate
the terms of this rhe'fl

Subject to the ljin

L.

ieur* J ’at Iens dre the preservation of the tax
status ﬂrth l n ati hﬁ? amen change or repeal any
retine %'nent or ot er post efnployment benefit program subject
to t eﬂ'ns of th ir}neasdre
Section 6 Cﬁli ]ren Employees

I
(a) “Current Employees" means employees of the City of San
Jose as of the effective date of this Act and who are not covered
under the Tier 2 Plan (section-Section 8).

Current Employees who fail to opt in to the Voluntary Election
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Program (“VEP,” described herein} will share 50% of the costs
to amortize any pension unfunded liabilities, except for any
pension unfunded liabilities that may exist due to Tier 2
benefits in the future.

(c) A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased hy 5% ap ually until the
employee’s proportionate share of the cost l achis 509 of the
amortized pension unfunded hab111t1es,§ fe xa ch employee’s
share capped at 25% of the employe ﬁ!pepsmna\We pay.

(d) The starting date for an em’[ﬁ ??/ e’sle ompensa’lc]i%}]
I b‘

adjustment under this Section sha ] 124 2012;
regardless of whether thetv P has bei hfnplemented If the
VEP has not been implemen [ édl;‘{”or any re , the

compensation adjustments %hall"g“ ply to al }durrent

t
Employees. i \] ”{i i faz[lmﬁz
(e) Current’Er;H}'gloyegg share gf}’fhe cost to amortize any
unfunded liabilities ﬂl [gal ulated separately for
employeé‘ﬁ 1‘"‘gthe Poll sei and Flr Department Retirement Plan
and;e‘rinployeeg ln the eicldfrated City Employees’ Retirement
Systeﬂi}.m” 4 *{

)
(f) The CIW;:O“,H!LI shall adopt by ordinance the procedure

and formulae (i) é[essary to implement this Section,

!

Section 7: One Time Voluntary Election Program (“VEP")

The City Manager shall propose, and the City Council shall
adopt by ordinance to be effective not later than June 30, 2012,
a Voluntary Election Program (“VEP") for all Current
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Employees who are members of the existing retirement plans
of the City as of the effective date of this Act. The
implementation of the VEP is contingent upon receipt of IRS
approval. The VEP shall permit Current Employees a one time
limited period to enroll in an alternative retirement program
which, as described herein, shall preserve an employee’s
earned benefit accrual; the change in benefit accrual will apply
only to the employee’s future City service. Emﬂoyees who opt
into the VEP will be required to sigh an 1rr§%%)cab‘le election
waiver (as well as their spouse or domeggic Etner former

spouse or former domestic partner, if ‘lﬁ'éé lly r %red) where
they acknowledge that they 1rrevocai:) *‘rehnqmshithelr

existing level of retirement beneflts and “ave Voluntahw
chosen reduced benefits, as spec1f1edj elot

%
The VEP shall have the fol Wih feature“s}% g[r;d llmltatlons

i

(a) The plan shal "ﬂot deprn}’ :ﬁ Sr Cﬂnﬂrent Employee who

chooses to enroll in lVEP of 1e accrdal rate (e.g. 2.5%)

earned and acér‘uied for‘%ervme P) fﬁll‘ to the VEP's effective

date; thus, the be i él rate earned and accrued by
}ﬁ ﬂ i

deVldual‘ fnploye § éor priol'Service shall be preserved for

z
paygnﬁ:l}nt at the! iﬂle 0 ei ,rement

() On! éi after he effective date of the ordinance, pension
benefits un ?!l EP shall be based on the following
limitations: } ]W

(i) {i}———the accrual rate shall be 1.5% of “final
compensation”, hereinafter defined, per year of
service for future years of service only.

ii the maximum benefit shall remain the same as
the maximum benefit for Current Employees.
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(iii}  the current age of eligibility for service

retirement under the existing plan as approved
by the City Council as of the effective date of the
Act for all years of service shall increase by six
months annually on July 1 of each year until the
retirement age reaches the age of 60 for
employees in the Police and Flreme‘partment
Retirement Plan and the age g 65 or employees
in the Federated City Empl e sf Retlrement
System. Earlier retlreme thall bé ermitted
with reduced paymen 1ts thét do not Eggceed the
actuarial value of fuill retlre ent. For sqrvlce
retirement, an emplo 5@J:not retire’ any
earlier than of 55 in t ederated City
Employees ﬁ é; ent Syste and age of 50 in
the Police and Ii\;rerl rtme IRetirement Plan.

tsemm%ce re gérdless fﬁge shall increase by 6

ﬂf 1
&H}@T}?eﬂahglﬁgw to r'é jre at tLlrty (30) years of

y iff"

lj ;[ﬁv)

i tatl

‘!“0“"’ lﬁ R
J)é} f 11V1 }ad]ustments shall be limited to the
mc $e in g he consumer price index, (San Jose -
San Fﬁénaseo Oakland U.S. Bureau of Labor
ics index, CPI-U, December to December),

1‘ be ped at 1% per fiscal year. The first COLA
ad]ustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retirement of
the employee.
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(vi) __“final compensation” shall mean the average
salary of the three highest consecutive years
preceding the date of retirement.

The cost sharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed
the ratio of 3 for employees and 8 for the City, as
presently set forth in the Charter. Empl@yiﬁ]es who opt
into the VEP will not be responsible fo the ﬁ)ayment of
any pension unfunded liabilities ofjt f gfﬁtem or plan
related to past service, i th ll b 5 ‘*t] ii

i ’ b
For employees who opt 1nt0i13 e VE‘P} survwoth p
benefits shall be the same as h%i f\(n orshlp beneflts in
Tier 2 (benefits for qevy employe
Section-8.). il;t iy, "

VEP Dlsablhify lﬂeltlremeq‘til@én Eﬁag
l
(i) A séflvlice cor%] ected 1@i‘!s:slblhty” retirement benefit,
as heréi ﬁ elv”defm)%ca, $hall be as follows:
} gtttz m it
EEH Th(j:}}et loynegq‘ nformer employee shall receive an
Hi“ 1 annual ?nefitsbased on 45% of annual pensionable
m ay base“ci; on the average of the highest three
é)i‘lfuec’;t ve years of service.
i
(i) Anon-service connected disability retirement
benefit shall be as follows:

a. The employee or former employee shall
receive 1.5% times years of City Service (minimum
20% and maximum of 37.5%) of annual pensionable
pay based on the average of the highest three
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consecutive years of service. Employees shall not be
eligible for a non-service connected disability
retirement unless they have 5 years of service with
the City.

(iii) Cost of Living Adjustment (“COLA”) provisions will
be the same as for the service retirement benefit in
the VEP. [( h

lggal

j-

Section 8: Future Employees - leltaﬁf ;inetlrement
Benefits - Tier 2

! lii |
To the extent not already enactqdf We Clﬁy Manager %fﬂl
propose, and the City Council shall a lShordmanc to be
effective not later than Jun 0 2012, aﬁi tirement program for
employees hired on or afte% l’fe; effectlveii e of such
ordinance. This retlrement rogﬁﬁ employees -
shall be referrecli to‘laﬁli‘Tler 2 %lﬂ i}m;)
B
The Tier 2 pr‘bE ﬂn g fllbe hmltkf sas follows:
I i% 3
(a) The in”“ um ff ty COI‘ltl‘ilEbflthl’lS shall not be less than
6. 2%[ or great EiWt%han 9! {?} of pensionable salary. Inno event
shall tt e Clty cont, 1but10n to such plan exceed 50% of the cost
of the Tleﬂz plan E‘roth normal cost and unfunded liabilities}.
The program { 2y e designed as a “hybrid plan” consisting of
a combination{ f;Soc1al Security, a defined benefit plan and/or
a defined contr butlon plan.

(b) For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be 65,
except for sworn police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement may be
permitted with reduced payments that do not exceed the
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actuarial value of full retirement. For service retirement, an
employee may not retire any earlier than age of 55inthe
Federated City Employees’ Retirement System and age of 50 in
the Police and Fire Department Retirement Plan.

{c) For any defined benefit plan, cost of living adjustments
shall be limited to the increase in the consumer price index
(San Jose - San Francisco — Oakland U.S. Bureahl wof Labor
Statistics index, CPI-U, December to Dece er) gapped at1%
per fiscal year. The first COLA ad]ustme IF 1 !‘ﬁe prorated
based on the number of months retlﬁeg 1} gmh
i %
(d) For any defined benefit plaﬂiithe me; surmg pelily yd"for

determining “final compensation” ESll%lf 1i b% the averagel-z salary of

the three highest consecutlve years prieiﬁiji;edlng the date of
retirement, } I [t! ‘El“%ﬁ ;
ll' iy . i
(e) Forany deﬁp c}i,}:)eneﬁt p p Hbeln efigs shall accrue ata
rate not to excedd 1 5 /?! |per yeeil i of ser{/ice

i
(f) Employees Lvh A8 br; \}l: left City service and are
subse ueh’élﬁz; efhlr "di remstﬁed shall be placed into the
secoH tler of “r?eﬁts (Tl &b 2). Employees who have at least
five (Sl jears of§ ice &edlt in the Federated City Employees’
Retirem ny fyste { nd at least ten (10) years of service credit
in the Pollce ﬁxd ]?‘1 e Department Retirement Plan on the date
of separation an ] who have not obtained a return of
contributions w1ll have their benefit accrual rate preserved for

the years of service prior to their leaving City service.
(g) Any plan adopted by the City Council is subject to

termination or amendment in the Council’s discretion. No plan
shall create a vested right to any benefit,

10
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Section 9: Disability Retirements

To receive any disability retirement benefit under any pension
plan, City employees must be incapable of engaging in any
gainful employment for the City, but not yet eligible to retire
(in terms of age and years of service). The determination of
qualification for a disability retirement shall be made
regardless of whether there are other pomtlopghﬁvallable at the
time a determination is made, t3 | mm}

(a) Anemployeeis cormdereg“ s : bledﬁ r purposes
of qualifying for a dlsabl It E tlrementzif;qll of the

following is met: al Uu 4 t %E"g}}}m
‘ “i A1

(i) Anemploy ee cannot do Yvork that they did
before; :cmal U i “ mlilp

(i) It tlﬁ deftermm[éd that eigernployee cannot
{ iper%onkggany o{her jobsi ldescribed in the City’s
i 231 551f1 tion plail ecause of his or her medical

hiéi'f'(‘g’: ;
UH‘!II ﬂr U ﬂﬂ'

[1115 % i‘: e empll ayee ’s disability has lasted or is

‘“ ¢ } cted lco last for at least one year or to

, “mm} reswt in death.

|

(b) Deﬂ% ’gigllnatlons of disability shall be made by an
mdependent panel of medical experts, appointed by
the City Council. The independent panel shall serve
to make disability determinations for both plans.
Employees and the City shall have a right of appeal
to an administrative law judge.

11
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Section 10: Emergency Measures to Contain Retiree Cost
of Living Adjustments

(a) The City Manager shall propose, and the City Council
shall adopt by ordinance, the following, applicable to
retirees (current and future retirees employed as of the
effective date of this Act):

(i) Costofliving adjustments (“C As”j shall be
temporarily suspended fml“ All ﬂé’q ﬁ‘ees until
January 2017; il ﬂ%lz lz |

| i
After January 2017} tfu City; Councﬂ m}ejz ifréstore
COLAs prospectively [ih‘lw}l &or in part] based
upon the follgwing consnﬁ r tlons (a) whether
the fiscal emﬂw 8 y has ease sgfﬁ(:lently to
ensure that the;Cl cam rovi t[s: services
proteeii the h%a tH g ell -being of City

dent b] Whé er the crlterlon set forth
i i
*Seé’? on 1 ii b) (ii) ha 8 peen met for the three year
pem ’ ot g]‘aﬁ{lary 2017 or thereafter; and

n ilil( ] wh él] r retxrées are continuing to receive a
i {h“m tlimtla aingd fair pension.
;
éii) In the levent the City Council restores all or part of
“ Te C LA it shall not exceed 3% for Current
R tﬁ'ees and Current Employees who did not opt
inito the VEP and 1% for Current Employees who
opted into the VEP and employees in Tier 2.

Section 11:  Supplemental Payments to Retirees

Any supplemental payments to retirees in addition to those
authorized herein shall not be funded from plan assets.

12
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Section 12: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

(b) Reservation of Rights. No retiree healthtare plan or

benefit shall grant any vested right, as the @E}[ v T lEams its
power to amend, change or terminate an}(¥ plgafp lromsmn

i it !
(c) Low CostPlan. For purposes«fo”% réltliee hesjlijhi are
benefits, “low cost plan” shall beideﬂﬁ‘ned E%is the medlcﬁl iiplan
which has the lowest monthly premlli%nﬁjav}‘llable to a[ny active
employee in either the Police and Flre ! lg}ar‘tment Retirement

ie
Plan or Federated City Em H bg}%ﬁr Retir F’g System,

1[1 ‘hl iﬁ{} [; m“i!
Section 13: AE 313 af'lzl & lound fl(ﬁ S (foi‘ both pension and
‘re l = s) E

retiree health

@it’ H HH

(@) Aﬂl‘}b‘ adl) ed pur Liant to the Act shall be subject

p§§ é to an ahl rlal ySlS publicly disclosed before

' ﬂdoptlo E the G‘lty Council, and pursuant to an
mdepende t valuation using standards set by the
Gox e tﬁ} Jczi\u:countmg Standards Board and the
Actuatiil/Standards Board, as may be amended from
time to t1me All plans adopted pursuant to the Act
shall: (i} be actuarially sound; (ii) minimize any risk to
the City and its residents; and (iii) be prudent and
reasonable in light of the economic climate. The
employees covered under the plans must share in the
investment, mortality, and other risks and expenses of
the plans.

13
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(b)

(c)

All of the City’s pension and retiree healthcare plans
must be actuarially sound, with unfunded liabilities
determined annually through an independent audit
using standards set by the Government Accounting
Standards Board and the Actuarial Standards Board.
No benefit or expense may be paid from the plans
without being actuarially funded and emhmtly
recognized in determining the annus 1 Cljcy and
employee contributions into the Eé‘la é )

il " Iy il
In setting the actuarial assu, ptl’ons for the] ans,

valuing the liabilities of. the;plans; and deterflrﬁ;ping the
contributions required to f %1; Fhe blans, the éb]ectlves
of the City’s ret1rewent boards‘[s all be to:

!{ I}% iy,

1) achieve and mamtalkgu lif‘ mg oﬂ[tile plans using at

;iii

(d)

least a m d]’ﬁ econo \lC!' pqa mg scenario. The

hkehh of 2; orable' Q an experlence should be

greate t an t hkellh ﬁ of unfavorable plan

experlen e;l H li i“ i

gy m d P

ensure feﬂr an s p,ltable treatment for current and

ﬁ uture pla(’} em 'ers and taxpayers with respect to the
of thel} dp ans, and minimize any intergenerational

trans‘ft osts.

When mvestmg the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the
rate of return without undue risk of loss while having
proper regard to:

1) the funding objectives and actuarial assumptions of the

plans; and

14




DRAFT- October 27, 2011

2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees.

Section 14: Safety Net Provisions
(a) Preservation of Essential City Servnces Hn

At any time that any of the following Coﬂéltl(slhb arise as
determined in the reasonable discre t s de‘» Manager:
+(Condition 1) Essential City Serwces are not pro{rl3 d ator
above the service levels of Januat: f‘l 20]% [Condltm[p] 2) any
library, community center, fire statleﬁ; or péllce station or
substation built or under ¢ (:wﬁ ]tructlon a'l }ﬂf January 1, 2011, is
not operational due to a bugge lack of fuﬁéé; or {Condition 3
%hmﬁed—as—de&eﬂbed—he#em‘) any gf {}e Clg’s pension or
retiree healthcarelpl s have u‘i}funde&é Abilities calculated on
a market Valuei br actil slal val Ereater than those liabilities
ex1st1ng as of ]u 1 ‘130 2 "’]ﬁs then he Mayor, the City Council,
City M ger a‘n‘ i‘t %fﬁr,ers of the City, or any
arbltrgté)f‘i 101‘ rd ofs T})ltrators shall be prohibited from
makifi g or apprgq) g angr gontract, memorandum, agreement,
awar ant dec n, resolutlon ordinance or other official or
bmdmg aé at all iTmrs or requires the City to do any of the
followmg, e!prlor approval by the voters: (i} pay for
unused sick le e time (ii) pay for accrued and unused
vacation time, except at separation of City service as may be
required by applicable state or federal law; (iii) grant
retroactive increase-compensation_increases to foer-members of
bargaining units after an applicable memorandum of
agreement has contraets expired prior to the date-until a new
contract is in effect; (iv) give automatic step increases or other
raises for time in the job that are not based on performance;

15
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(v) use hours not actually worked in determining eligibility for
overtime; (vi) pay overtime to executive, professional, or
administrative employees or to other employees who are
exempt from overtime requirements under the Fair Labor
Standards Act (“FLSA"), or who are otherwise exempt from the
FLSA; (vii) pay workers’ compensation benefits for disability
on top of disability retirement benefits without an offset to
eliminate duplication of benefits for the samenqause of
disability; (viii) pay workers’ compensatlo Reneflts beyond
what state or federal laws require; (ix) %b v\L stlng or former
employees to grant workers’ comperhv.ﬁ op or %blllty
benefits for existing or former em loyees (x) cal r}! te
retirement benefits on any compeﬂ ation other than‘%“t’ﬂal
base salary paid, or years-pensiona ia a,reg mlﬁar hours f hot
including overtime) and paid leave (u ij&m 2080 hours)-actually
workedforthe City-of San it j*‘i cept as u;red by
applicable state law; (xi) make e for reﬁji‘ing decisions
without con51derl‘ng ﬂdwldugl“exﬁp %Q performance; (xii)

pay for more thia"h 5 ?} fthe i ti:rease ﬁn the cost of healthcare

B oantiantidl 0“ ha nnnofrnn{] {-n mqnﬂqi‘a
F LGOI Tk TOATIATILL

e
]
.':
[
2
v
C

e
=
P =

o f
D S

el ;
Al i itig;z‘ ™ I !I{
No’gg‘lhg in th1§l @t shalllbe.construed to mandate a particular
level ﬁlser‘wce 0 ﬁ"metho of service delivery nor to interfere

with or 1{1 miit the ClJ(J& from adopting more efficient or less

costly means &tﬁﬁ! dj%l%ﬁrerlng services.
i

'—_s._

qm

For the purposes of this Act, unfunded liabilities for employees
covered under the Federated City Employee’s Retirement
System and the Police and Fire Department Retirement Plan
shall be treated separately. Thus, if Condition (3) arises, the
consequences as specified in this Act shall apply only to those
employees in the plan that has the unfunded liabilities.

16
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| Accordingly, -if there is an unfunded liability in only the
Federated plan the safety net provisions shall apply to
employees in the Federated plan, and not those in the Police
and Fire plan. Similarly, if there is an unfunded liability in only
the Police and Fire plan, the safety net provisions shall apply
only to employees in the Police and Fire plan.

(b) Unfunded Liabilities in Pension and %;tgngr
Post Employment Benefit Progranﬁﬁ;i’ b
i
L

|
I
The City Manager shall propose, and i ;%”@};j,ty Co!ﬁg}%il shall
adopt by ordinance, safety net pm}ﬁi%lori’s with th'éii; llowing
minimum features: all “H *%Hm H_%}E?ii’
T '
(i) Atanytime Citym:i)i?nsion ollé“ﬂ%%iree healthcare plans
have unfunded iq%ﬂﬁ%‘ﬁigs baseﬁ“?.pmr}parket value or
actuarial value foﬁ%ﬁedsgﬁﬂéigr regﬂﬂee healthcare
greater, than those existinglatifune 30, 2010,
bonﬂ”

oty

ses, 0 E'i pplem.ﬁrtal pég‘lnsion payments to
]

reﬁi%?ﬁ shallinot be allowed, except upon prior

\ EEQ L e ”ﬁ}

approv. ﬂlﬁ’fﬁfﬁhé“‘ﬁ%&ﬁ'ﬂﬁf'

,_{I-im”mm“” {Ph u lﬁ{ i

uil[:% i) The'ly pitatio !§Sﬂ§§;l‘lall be temporary and shall remain
! t”“ “in effeeﬁh,[mtil He unfunded liabilities based on
hﬁl;m}arket%f lue or actuarial value have remained

be;}gf(%)‘w ﬁ’e level of June 30, 2010 for three
conisﬁé‘ tive years.

Section 15: Savings and Severability

(a) This Act shall be harmonized and interpreted to be
consistent with all federal and state laws, rules and
regulations. Ifany ordinance adopted pursuant to the Actis
held to be invalid, unconstitutional or otherwise unenforceable

17
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by a final judgment, the matter shall be referred to the City
Council for determination as to whether to amend the
ordinance consistent with the judgment, or whether to
determine the section severable and ineffective. This Act shall
be broadly construed to achieve its stated purposes.

I (b) Inthe event Section 6;-7 or 10 (as that Section applies to
Current Employees), of this Act is deterrnmed, (? be illegal,
invalid or unenforceable as to Current Emg.li eeé then the
Current Employees’ share of the costs tg }f n fize any
unfunded liabhilities shall be 50% of the P an cmpemlng the
respective employees. [h}

il i itf“ﬁi

(c)__Inthe event Section 6 (b} anle & ﬁlc'l/'or the erﬁnlovee
payment of the unfunded halblhtv reféirenced in Section 15(b},
is determined to be illegal, ih¥alid or une&ﬁforc.eable as to
Current Employees (using tﬁe déirlhlstxon m‘!t: dction 6(a)). then,
to the mammumt[ﬁgé:c@nt permitted by IMman equivalent

amount of savings shallibe obthined thr%ugh pay reductions.
Any pay redultibns implemented gursuant to this section shall
not exceed 5% of'tbm {ehis“atwn eﬁch year, capped ata
maximutil6f126% ﬁ?i S‘av or thile, equivalent of what would be
50% f%&th am éqﬁl[zed‘“ énsmn unfunded liabili
i d

(de) ThL_J*(ij V Cou%ll shall adopt ordinances as appropriate to
1rnplemen€l hﬁl) fgz ctuate the provisions of this Act.

I

l.."-‘:l"i-"""

e

i

18




CITY OF

SAN JOSE Office of the City Manager

CAPITAL OOF SILICON VALLEY EMPLOYEE RELATIONS

October 20, 2011

George Beattie

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President

San Jose Fire Fighters, IAFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Revised Draft Proposed Ballot Measure

Dear George and Robert:

On July 8, 2011, the City provided POA and IAFF, Local 230 a copy of the draft proposed
ballot measure that incorporates the relevant elements from the May 13™ memo and the City
Manager's Fiscal Reform Plan, as approved by the City Council. Subsequently, in part based
upon additional feedback and questions received by several bargaining units, the City
Council provided additional direction and revised draft proposed ballot measures were
provided to the POA and IAFF, Local 230 on September 9" and October 5. Since then, the
City Council has provided further direction regarding the draft proposed ballot measure.
Enclosed please find a revised draft proposed ballot measure,

The enclosed revised draft proposed ballot measure includes several revisions. The most
significant changes are related to the Cost Of Living Adjustment (COLA). Previously, the
ballot measure included a permanent reduction to the COLA from 3% to 1% for all current
and future retirees. In addition, the COLA was to be temporarily suspended. In the enclosed
draft proposed ballot measure, the COLA would still be temporarily suspended. However, the
City Council would have the ability to restore COLA’s prospectively, up to 3% annually for
current retirees and future retirees remaining in the current benefit level, and up to 1% for

200 East Santa Clara Street, San José, CA 95113 tel (408) 535-8150 fax (408) 292-6436 www.sanjoseca,gov




PGCA and IAFF, Local 230

RE; Revised Draft Proposed Ballot Measure
October 20, 2011

Page 2 of 2

employees that elect to enroll in the Voluntary Election Program (VEP), as well as New
Employees,

As you know, the City and the POA and IAFF, Local 230 have reached an agreement to
negotiate concurrently on the issues of retirement reform and related ballot measure(s). We
are currently scheduled to negotiate on these matters on October 20™ and the City continues
to be open to designating a portion of the meetings to discuss the revised draft proposed
ballot measure. As we previously communicated, the City is available fo have additional
sessions to discuss all retirement proposals prior to October 31, 2011.

The City expressly reserves the right to propose other charter amendments pertaining to
retirement issues, or to make changes to the attached draft baE!ot measure,

If you have any questions or concerns regarding this information, please do not hesitate to
contact me.

Sincerely,

il

Alex Gurza
Director of Employee Relations

c: Gina Donnelly, Deputy Director of Employee Relations
Jim Unland, Vice President, POA
John Tennant, General Counsel, POA
Gregg McLean Adam, Carroll, Burdick & McDonough L1.P
Jeff Weich, Vice President, San Jose Fire Fighters, IAFF, Local 230
Chris Platten, Legal Counsel, 8an Jose Fire Fighters, IAFF, Local 230

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be
referred to as: “The Employee Fair PayA““j,tfor Fiscal

Sustainability.” k

Section 1: FINDINGS

The followmg services are essential to the health safe

Services has
cuts caused

- primarily] health.;benefits ~ is similarly increasing. To
adequately fiind these costs, the City would be required to
make dramaticcuts to Essential City Services.

- These cuts to Essential City Services have already created a
public service emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions
and legal restrictions severely limit revenue growth, there is no




DRAFT- October 20, 2011

reasonable prospect that further critical reductions in
Essential City Services can be avoided. By any measure,
projected levels of services are unsustainable, and endanger
the health, safety and well-being of the residents of San Jose.

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed at.an imminent
risk.

allowing for th
for its workers.

approved by the voters.

The voters hereby find that the facts and circumstances

constitute an emergency within the meaning of the Meyers-
Milias-Brown Act (“MMBA”), Government Code section 3504.5,

and pursuant to the City’s authority as a charter city under the
California Constitution. E.g., Cal. Const,, Art XI, §5.
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Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.

The City reaffirms its plenary authority as a charter city to
control and manage all compensation i
employees as a municipal affair under
Constitution.

This Act is not intended to deprive any curre
' ervice as of the time of

This Actis noti
received by an

employment benefit program provided by the City; provided,

however, nothing in the Act shall be construed to require the
forfeiture of any contribution made by an employee toward a
pension plan benefit.
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Section 3. Measure Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions

or other enactments.

Section 43. Reservation of Voter Authorlty

The voters expressly reserve the right tc
in matters related to pension and ot

\6Tity to adopt Tier 2
c forth herein.

,wchange or repeal any
mployment benefit program subject

(a) “Current Employees” means employees of the City of San
Jose as of the effective date of this Act and who are not covered
| under the Tier 2 Plan (section #8).

(b) Unless they opt into a lower cost plan as provided in the
Voluntary Election Program (“VEP,” described herein), all
Current Employees will share 50% of the costs to amortize any
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pension unfunded liabilities, except for any pension unfunded
liabilities that may exist due to Tier 2 benefits in the future.

(c) A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased by 5% annually until the
employee’s proportionate share of the cost reaches 50% of the
pension unfunded liabilities, with each empl
capped at 25% of the employee’s pensionab

(“VE P ”] o

The City Manager shall propose, and the City Council shall
adopt by ordinance to be effective not later than June 30, 2012,
a Voluntary Election Program (“VEP”) for all Current
Employees who are members of the existing retirement plans
of the City as of the effective date of this Act. The
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implementation of the VEP is contingent upon receipt of IRS
approval. The VEP shall be-designed-to-permit Current
Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee’s earned benefit accrual; the change in benefit
accrual will apply only to the employee’s future City service.
Employees who opt into the VEP will be requlred to sign an
1rrev0cable election waiver (as well as thelr

mployee who
I'rate (e g. 2. 5%]

(i) the accrual rate shall be 1.5% of “final
compensation”, hereinafter defined, per year of
service for future years of service only.

(ii) the current age of eligibility for service retirement
under the existing plan as approved by the City
Council as of the effective date of the Act for all years




DRAFT- October 20, 2011

of service shall increase by six months annually on
July 1 of each year until the retirement age reaches
the age of 60 for employees in the Police and Fire
Department Retirement Plan and the age of 65 for
employees in the Federated City Employees’
Retirement System. Earlier retirement shall be
permitted with reduced payments that do not
exceed the actuarial value of full retirement. For
service retirement, an employee:r ‘ ay not retire any

(c)

(v) “firia_ ompensation” shall mean the average salary of
the three highest consecutive years preceding the
date of retirement.

The cost sharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed
the ratio of 3 for employees and 8 for the City, as
presently set forth in the Charter. Employees who opt
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(d)

(¢)

into the VEP will not be responsible for the payment of
any pension unfunded liabilities of the system or plan
related to past service.

For employees who opt into the VEP, survivorship
benefits shall be the same as the survivorship benefits in
Tier 2 (benefits for new employees, as described in
Section 8%.).

VEP Disability Retirement Benefits

(i)

The employee
annual benefit of:annual pensionable

of the highest three

% times years of City Service (minimum
aximum of 37.5%) of annual pensionable

secutive years of service. Employees shall not he
eligible for a non-service connected disability
retirement unless they have 5 years of service with
the City.

(iii) Costof Living Adjustment (“COLA") provisions will
be the same as for the service retirement benefit in
the VEP.
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Section 87: Future Employees - Limitation on Retirement
Benefits -~ Tier 2

To the extent not already enacted, the City Manager shall
propose, and the City Council shall adopt by ordinance, to be
effective not later than June 30, 2012, a retirement program for
employees hired on or after the effective date:of such
ordinance. This retirement program - for new employees -
shallmay be referred to as “Tier 2.”

all'not be less than
salary. Inno event

: bndelan consisting of
a defined benefit plan and/or

retirement age shall'be 60. Earlier retirement may be
permitted with reduced payments that do not exceed the
actuarial value of full retirement. For service retirement, an

employee may not retire any earlier than age of 55 in the
Federated City Employees’ Retirement System and age of 50 in
the Police and Fire Department Retirement Plan.

(¢) For any defined benefit plan, cost of living adjustments
shall be limited to the increase in the consumer price index
(San Jose - San Francisco - Qakland U.S. Bureau of Labor
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Statistics index, CPI-U, December to December), capped at 1%
per fiscal year. The first COLA adjustment will be prorated
based on the number of months retired.

(d) For any defined benefit plan, the measuring period for
determining “final compensation” shall be the average salary of
the three highest consecutive years precedmg the date of
retirement.

(e) For any defined benefit plan, ben

shall accrue at a
rate not to exceed 1.5% per year of s :

(f) Employees who leave or hav; eft City service and are
subsequently rehired or reinstated shallbe'placed into the
second tier of benefits (Tie 2). Emp s who have atleast

shall create a vest right to any benefit.

Section 98: Disability Retirements

To receive any disability retirement benefit under any pension
plan, City employees must be incapable of engaging in any
gainful employment for the City, but not yet eligible to retire
(in terms of age and years of service). The determination of
qualification for a disability retirement shall be made

10
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regardless of whether there are other positions available at the
time a determination is made.

(a) Anemployee is considered “disabled” for purposes

of qualifying for a disability retirement, if all of the
following is met:

(i) An employee cannotdo Work that they did
before; and '

(ii) Itis determined that t

classification pl \
condition(s); and

Section 109:
Contain Cost-ef Livix dinctmenis
Retiree Cost of lem Ad ustments

(a) The City Manager shall propose, and the City Council

shall adopt by ordinance,-a-pregram-of-benefits
applicable-to-allretirees-{both-currentandfuture
retirees-the following, applicable to retirees {current

11
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and future retirees employed as of the effective date of

this Act):

(i) Cost of living adjustments (“COLAs") shall be
temporarily suspended for all retirees until
anuary 2017:

i2
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(i)t | | ball be funded
from-plan-assets:

Section 11: Supplemental Payments to Retirees

Any supplemental payments to retirees in addition to those
authorized herein shall not he funded from plan assets.

Section 1210: Retiree Healthcare

must contribute a minimum of 50%of the cost of retiree
d unfunded liabilities.

(b} Reservation of nghts
benefit shall gra

defined as the medical plan
ly premlum available to any active

Plan or Fed ated% ty Employees’ Retirement System

| Section 1321: Actuarial Soundness (for both pension and
retiree healthcare plans)

| (a) All plans adopted pursuant to the Act shall be subject

to an actuarial analysis publicly disclosed before

adoption by the City Council, and pursuant to an
independent valuation using standards set by the

13
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Government Accounting Standards Board and the
Actuarial Standards Board, as may be amended from

time to time. All plans adopted The-GitF-Manager-shall
eertify that-any plansadepted-pursuant to the Act

shall: (i) are-be actuarially sound; (ii) minimize any
risk to the City and its residents; and (iii) are-be
prudent and reasonable in light of the economlc
climate. The employees covered under:
share in the investment, mortality,;
expenses of the plans.

1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan
experience; and

2) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the

14
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costs of the plans, and minimize any intergenerational
transfer of costs.

(d) When investing the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the
rate of return without undue risk of loss while having
proper regard to:

1) the funding objectives and actuarial aSsumptions of the
plans; and

2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees.

(limited as descrlbéd herein)j} any of the Clty s pension or

retiree healthcare plans have unfunded liabilities calculated on
a market value or actuarial value greater than those liahilities
existing as of June 30, 2010, then the Mayor, the City Council,
the City Manager and other officers of the City, or any
arbitrator or board of arbitrators, shall be prohibited from
making or approving any contract, memorandum, agreement,
award, grant, decision, resolution, ordinance or other official or
binding act that allows or requires the City to do any of the

15
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following, without prior approval by the voters: (i) pay for
unused sick leave time (ii) pay for accrued and unused
vacation time, except at separation of City service as may be
required by applicable state or federal law; (iii} increase
compensation for members of bargaining units after contracts
expire_until a new contract is in effect; (iv) give automatic step
increases or other raises for time in the job that are not based
on performance; (v) use hours not actually worked in
determining eligibility for overtime; (vi) pay vertime to
executive, professional, or administrative employees or to
other employees who are exempt from overtime 1 equlrements

ity benefits for existing or
ctirement beneflts on any

the cost of healthcare benefits. Nothing in this section shall be

construed to m date a particular level of service or method of
service delivery.

For the purposes of this Act, unfunded liabilities for employees

covered under the Federated City Employee’s Retirement

System and the Police and Fire Department Retirement Plan

shall be treated separately. Thus, if Condition (3] arises, the
consequences as specified in this Act shall The-previsionsin

16
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the-event-(3Hs trigsered-are-intended-to-apply only to those

employees in the plan that has the unfunded liabilities.

Accordingly, FBFEhB—pH—FpBSES-@f—EhJ—S—EH&HSHFe—FeﬂFee

treated-separately if there is an unfunded liability in only the
Federated Dlan the safety net provisions shall ";&’.D_DlV to

> for pension or retiree healthcare

than those ex1st1ng on June 30, 2010,

(ii} The limitations shall he temporary and shall remain
in effect until the unfunded liabilities based on
market value or actuarial value have remained
below the level of June 30, 2010 for three
consecutive years.

17
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Section 1543: Savings and Severability

(a) This Act shall be harmonized and interpreted to be
consistent with all federal and state laws, rules and
regulations. If any ordinance adopted pursuant to the Actis
held to be invalid, unconstitutional or otherwise inenforceable
by a final judgment, the matter shall be referred to the City
Council for determination as to whether to amend the
ordinance consistent with the judg:
determine the section severable ]

] (be) In the event Sectlon

invalid or unenf
Current Emplo

I (cd) :The City Gouncil shall.adopt ordinances as appropriate to
1mp1ement and effectuate the provisions of this Act.

18
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SAN JOSE Office of the City Manager

CAPITAL GF SILICON VALLEY EMPLOYEE RELATIONS

October 5, 2011

George Beattie

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

- Robert Sapien

President

San Jose Fire Fighters, |AFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Revised Draft Proposed Ballot Measure

Dear George and Robert:

'On July 8, 2011, the City provided the POA and the San Jose Fire Fighters, IAFF, Local 230
a copy of the draft proposed ballot measure that incorporates the relevant elements from the
May 13" memo and City Manager's Fiscal Reform Plan, as approved by the City Council.
Subsequently, the City Council provided addltlonal dlrectlon and a revised draft proposed
ballot measure was provided on September 9" Since then, in part based upon additional
feedback and questions the City has received, the City Council has provided further direction
regarding the draft proposed ballot measure. Enclosed please find a revised draft proposed
bailot measure.

As you know, the City and the POA and San Jose Fire Fighters, IAFF, Local 230 have
reached an agreement to negotiate concurrently on the issues of retirement reform and
related ballot measure(s). We are currentlx scheduled to negotiate on these matters on
October 5" October 12" and October 20" and the City expects that a portion of the
scheduled meetlngs will be designated to discuss the revised draft proposed ballot measure,
as well as your recently provided proposals. As we previously communicated, the City
believes additional sessions should be scheduled to discuss all retirement proposals prior to
October 31, 2011,

200 East Santa Clara Street, San José, CA 95113 {el (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov




POA and IAFF, Local 230

RE: Revised Draft Proposed Ballot Measure
Qctober &, 2011

Page 2 of 2

The City expressly reserves the right to propose other charter amendments pertaining to
retirement issues, or to make changes to the attached draft ballot measure.

If you have any questions or concerns regarding this information, please do not hesitate to
contact me,

Sincerely,

y/

Alex Gurza
Director of Employee Relations

o Gina Donnelly, Deputy Director of Employee Relations
Jm Unland, Vice President, POA
John Tennant, General Counsel, POA
Gregg Mclean Adam, Carroll, Burdick & McDonough LLP
Jeff Welch, Vice President, San Jose Fire Fighters, IAFF, Local 230
Chris Platten, Legal Counsel, San Jose Fire Fighters, IAFF, Local 230

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be
referred to as: “The Employee Fair Pay A¢t.for Fiscal

Sustainability.”

Section 1: FINDINGS

quality of life and well-being of San
protection; fire protectio
community centers (here

cuts caused mai-‘"'
programs, and e

'S 'retlr;“‘ement plans is expected to
» near future. In addition, the City's
f.lblllty for other post employment benefits
enefits - is similarly increasing. To

make dramati¢:clits to Essential City Services.

These cuts to Essential City Services have already created a
public service emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement

benefits is rising so rapidly, and current economic conditions
and legal restrictions severely limit revenue growth, there is no
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reasonable prospect that further critical reductions in
Essential City Services can be avoided. By any measure,
projected levels of services are unsustainable, and endanger
the health, safety and well-being of the residents of San Jose.

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed.4 n imminent
risk. '

approved by the voters.

The voters hereby find that the facts and circumstances

constitute an emergency withinthe meaning ofthe Meyers-
113 " I 1
Milias-Brown-Act{"MMBA}, - Government-Code-section-3504-5;

and-pursuant to the City’s authority as a charter city under the
California Constitution. E.g., Cal. Const,, Art X1, §5.
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Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.

The City reaffirms its plenary authorlty as g har r city to

‘responsibly to
ing of its residents.

Act is 1ntended to preserve
ate of the Act.

This Act is igtintended to grant any vested rights to any post
employment béiigfit, The City expressly retains its authority to
amend, change or terminate any retirement or other post
‘employment henefit program provided by the City.
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Section 3. Reservation of Veter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post-employment
benefits. The City Council shall have no authority to agree to
any increase in pension and/or retiree healthcare benefits,
except that the Council shall have the authority to adopt Tier 2
pension benefit plans within the limits set forgh:herein,

s’employees of the City of San
s Act and who are not covered

(b) Unles t into a lower cost plan as provided in the
Voluntary El rogram (“VEP,” described herein), all
Current Employées will share 50% of the costs to amortize any
pension unfunded liabilities, except for any pension unfunded
liabilities that may exist due to Tier 2 benefits in the future.

(¢} A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased by 5% annually until the
employee’s proportionate share of the cost reaches 50% of the
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pension unfunded liabilities, with each employee’s share
capped at 25% of the employee’s pensionable pay.

(d) The starting date for an employee’s compensation
adjustment under this Section shall be June 24, 2012,
regardless of whether the VEP has been implemented. If the
VEP has not been implemented for any reason, the
compensation adjustments shall apply to all Ciirrent
Employees.

of the City asiof the/effective date of this Act. The
implementati the VEP is contingent upon receipt of IRS
approval. The VEP shall be designed to permit Current
Employees to enroll in an alternative retirement program
which, as described herein, shall preserve an employee’s -
earned benefit accrual; the change in benefit accrual will apply
only to the employee’s future City service. _Employees who opt

into the VEP will be required to sign an irrevocable election
waiver (as well as their spouse or domestic partner if
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applicable) where they acknowledge that they have
irrevocably given up their existing level of retirement benefits
and voluntarily chosen reduced benefits.

The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual ra g. 2.5%)
earned and accrued for service prior to th P'seffective
‘accrued by
‘preserved for

(b)
benefits under the VEP s
the following limitations:

(1)

rdinance; pension
be based on

e of eligibility for service retirement
ftlng plan as approved by the City

of:each year until the retirement age reaches
the'age of 60 for employees in the Police and Fire
Department Retirement Plan and the age of 65 for
employees in the Federated City Employees’
Retirement System. Earlier retirement may-ghall be
permitted with reduced payments that do not
exceed the actuarial value of full retirement. For

service retirement, ah employee may not retire any
earlier than age 55 in the Federated City Employees’
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(iif)

(iv)

(d)

Retirement System and 50 in the Police and Fire
Department Retirement Plan.

The eligibility to retire at thirty (30) years of service
regardless of age shall increase by 6 months
annually.

cost of living adjustments shall be limited to the

1ncrease in the consumer price jridex, San Jose - San
:abor Statistics

’-:c:apped at 1%

he average salary of
ears preceding the

or current service or
ormal Cost”) shall not exceed
oyees and 8 for the City, as

optinto-the VERP will remain-the same—For employees
who opt into the VEP, survivorship benefits shall be the

same as the survivorship benefits in Tier 2 (benefits for
new employees, as described in Section 7.).
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{e) VEP Disability Retirement Benefits.

(i)

(ii)

Section 7: F

A service connected “disability” retirement benefit,
as hereinafter defined, shall be as follows:

a. The employee or former employee shall
receive an annual benefit based on 45% of annual
pensionable pay based on the average of the highest
three consecutive years of servi =

A non-service connected disal
benefit shall be as follows:

: ﬁiﬁfployee shall

a. The employce or fo
fiGity Service (minimum

receive 1.5% ti

Costof Living:Adjustment (“COLA") provisions will
be the's me asfor the service retirement benefit in

ui'e Employees - Limitation on Retirement
Benefits - Tier 2

To the extent not already enacted, the City Manager shall
propose, and the City Council shall adopt by ordinance, to be
effective not later than June 30, 2012, a retirement program for
employees hired on or after the effective date of such
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ordinance. This retirement program - for new employees -
may be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows:

(a) The maximum City contributions shall not be less than
6.2% nor greater than 9% of pensionable salary. Inno event
shall the City contribution to such plan exceedi{50% of the cost
of the Tier 2 plan (both normal cost and unfiind d liabilities).
The program may be designed as a “hyhrid pléin” consisting of

a defined contribution plan.

(b} For any defined benefit plan
payment of accrued serw

apetofeligibility for
‘ nefits shall be 65

cost of living adjustments
the consumer price index
Oakland U.S. Bureau of Labor

(d) For any defined benefit plan, the measuring period for
determining “final compensation” shall be the average salary of
the three highest consecutive years preceding the date of
retirement.

(e} For any defined benefit plan, benefits shall accrue at a
rate not to exceed 1.5% per year of service,
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(f) Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into the
second tier of benefits (Tier 2). Employees who have at least
five (5) years of service credit in the Federated City Employees’
Retirement System and at least ten (10) years of service credit
in the Police and Fire Department Retirement Plan on the date
of separation and who have not obtained a retl

contributions will have their benefit accru

gamful employ ;
(in terms of age

following is met:

(i) Anemployee cannot do work that they did
before; and

(ii) Itis determined thatthe employee cannot
perform any other jobs described in the City’s

10
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classification plan because of his or her medical
condition(s); and

(iii} The employee’s disability has lasted or is
expected to last for at least one year or to
result in death.

ents (“COLAs”) shall be
such that the COLAs are 1imited

The first GOLA ad]ustment following the effective date of
the Act will be prorated based on the number of
remaining months in a year following the retirement of
the employee.

(ii) Any supplemental payments shall not be funded
from plan assets.

11
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Section 10: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree

healthcare, including both normal cost and unfunded liabilities.

(b) Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the Cityiretains its

Section 11: Actuarial Soﬁ
retiree healthcare:plans)

sound; (ii] minimize any risk to the City and its
residents; and (iii) are prudent and reasonable in light
of the economic climate. The employees covered under
the plans must share in the investment, mortality, and
other risks and expenses of the plans.

12
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(b) All of the City’s pension and retiree healthcare plans
must be actuarially sound, with unfunded liabilities
determined annually through an independent audit
using standards set by the Government Accounting
Standards Board and the Actuarial Standards Board.
No benefit or expense may be paid from the plans
without being actuarially funded and explicitly
recognized in determining the annuak@ity and
employee contributions into the pl

(c)

:fund thie plans, th bjectives
of the City's retirement boards shall:be to; ¥

quitable treatment for current and
ibers and taxpayers with respect to the

(d)

the City's retirement boards shall be to maximize the
rate of return without undue risk of loss while having
proper regard to:

1) the funding objectives and actuarial assumptions of the
plans; and

13
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2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility

of contributions required to be made by the City or
employees.

Section 12: Safety Net Provisions

(a) Preservation of Essential City Servic

Ly Man I
d of arh trators shall be prohlblted

(iii) increase compensatlon for members of bargaining umts
after contracts expire; (iiv) give automatic step increases or
other raises for time in the job that are not based on
performance; (iv) use hours not actually worked in
determining eligibility for overtime-er-forretirementbenefits;
(vi) pay overtime to executive, professional, or administrative
employees or to other employees who are exempt from
overtime requirements under the Fair Labor Standards Act

14
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I (“FLSA”), or who are otherwise exempt from the FLSA; {vii)
pay workers’ compensation benefits for disability on top of
disability retirement benefits without an offset to eliminate

l duplication of henefits for the same cause of disability; (viii)
pay workers’ compensation benefits beyond what state or

! federal laws require; (ixwii) allow existing or former
employees to grant workers’ compensation or disability

l benefits for existing or former employees; (ix ""‘c_alculate
retirement beneﬁts on any compensation o; er than actual

minimum features:

(i) Atany time City pension or retiree healthcare plans
have unfunded liabilities based on market value or
actuarial value for pension or retiree healthcare
greater than those existing on June 30, 2010,
bonuses, cost of living increases, or supplemental

15
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pension payments to retirees shall not be allowed,
except upon prior approval of the voters.

(ii} The limitations shall be temporary and shall remain
in effect until the unfunded liabilities based on
market value or actuarial value have remained
below the level of June 30, 2010 for three
consecutive years,

(c) Inthe event either Section 5, 6, or 9 (as that Section
applies to Current Employees), of this Act is determined to be
illegal, invalid or unenforceable as to Current Employees, then

‘the Current Employees’ share of the costs to amortize any
unfunded liabilities shall be 50% of the plan covering the
respective employees.

16
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(d) The City Council shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act.

17
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SAN JOSE Office of the City Manager

~ CAPITAL OF SILICON VALLEY EMPLOYEE RELATIONS

September 9, 2011

- George Beattie

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President

San Jose Fire Fighters, 1AFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Revised Draft Proposed Ballot Measure

Dear George and Robert:

On July 6, 2011, the City provided the POA and the San Jose Fire Fighters, IAFF, Local 230
a copy of the draft proposed ballot measure that incorporates the relevant elements from the
May 13" memo and City Manager's Fiscal Reform Plan, as approved by the City Council.
Since then, in part based upon feedback and questions the City has received from some
bargaining units, the City Council has provided additional direction regarding the draft
proposed ballot measure. Enclosed please find the revised draft proposed ballot measure
that incorporates the City Council direction.

As you know, the City and the POA and San Jose Fire Fighters, IAFF, Local 230 have
reached an agreement to negotiate concurrently on the issues of retirement reform and
related ballot measure(s). We are currently scheduled to negotiate on these matters on
September 13" and 15" and the City is open to designating a portion of the meeting to
discuss the revised draft proposed ballot measure, including any proposed changes that you
may have.

The City expressly reserves the right to propose other charter amendments pertaining to
retirement issues, or to make changes to the attached draft ballot measure.

200 East Santa Clara Street, San José, CA 95113 tel (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov




POA and |AFF, Local 230

RE: Revised Draft Proposed Ballot Measure
September 8, 2011

Page 2 of 2

If you have any questions or concerns regarding this information, please do not hesitate to
contact me.

Sincerely,

e

Gina Donnelly
Deputy Director of Employee Relations

c Alex Gurza, Deputy City Manager
Jim Unland, Vice President, POA
John Tennant, General Counsel, POA
Gregg Mcl.ean Adam, Carroll, Burdick & McDonough LILP
Jeff Welch, Vice President, San Jose Fire Fighters, |AFF, Local 230
Chris Platten, Legal Counsel, San Jose Fire Fighters, IAFF, Local 230

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the
following amendments to the City Charter which may be
referred to as: “The Employee Fair Pay Ac "t,for Fiscal
Sustainability.”

Section 1: FINDINGS

s retirement plans is expected to
e near future. In addition, the City’s

- primarily health beneflts - is similarly increasing. To
adequately fund these costs, the City would be required to
make dramatie uts to Essential City Services.

These cuts to Essential City Services have already created a
public service emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions
and legal restrictions severely limit revenue growth, there is no
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reasonable prospect that further critical reductions in
Essential City Services can be avoided. By any measure,
projected levels of services are unsustainable, and endanger
the health, safety and well-being of the residents of San Jose.

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed:at.an imminent
risk.

adoption of t] ity's retirement programs. Itis further
designed to ensure that future retirement benefit increases be
approved by the voters. *

The voters hereby find that the facts and circumstances
constitute an emergency within the meaning of the Meyers-
Milias-Brown Act (“MMBA”"}, Government Code section 3504.5,
and pursuant to the City’s authority as a charter city under the
California Constitution. E.g., Cal. Const., Art XI, §5.
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Section 2: INTENT

This Actis intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San
Jose.

employmé:ht fit. The City expressly retains its authority to
amend, change or terminate any retirement or other post
employment benefit program provided by the City.
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Section 3. Reservation of Voter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post-employment
benefits. The City Council shall have no authority to agree to
any increase in pension and/or retiree healthcare benefits,
except that the Council shall have the authority to adopt Tier 2

retains its authority to take all acti
the terms of this measure, to ensure

(a) “Current Emplo ees” means employees of the City of San
Jose as of the effective da e.of this Act and who are not covered
under the Tler 2 Plan (sectlon 7).

(b) Unless they opt into a lower cost plan as provided in the
Voluntary Election Program (“VEP,” described herein), all
Current Employees will share 50% of the costs to amortize any
pension unfunded liabilities, except for any pension unfunded
liabilities that may exist due to Tier 2 benefits in the future.

(c}] A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased by 5% annually until the
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employee’s proportionate share of the cost reaches 50% of the
pension unfunded liabilities, with each employee’s share
capped at 25% of the employee’s pensionable pay.

(d) The starting date for an employee’s compensation
adjustment under this Section shall be June 24, 2012,
regardless of whether the VEP has been implemented. If the
VEP has not been implemented for any reaso
compensation adjustments shall apply to
Employees.

(e) Current Employees’ share of the cost to amorti
unfunded liabilities shall be calculated separately for
employees in the Police and Fire Department Retirement Plan
and employees in the Federated City Employees’ Retirement

System. "

() The City Council shall adoptby or tneece the procedure
and formulae necessary to implement this Section.

Section fi{l;”_yolunta _,‘I;Electmr Program (“VEP”)

Employees members of the existing retirement plans
of the City as e effective date of this Act. The
implementation of the VEP is contingent upon receipt of IRS
approval. The VEP shall be designed to permit Current
Employees to enroll in an alternative retirement program
which, as described herein, shall preserve an employee’s
earned benefit accrual; the change in benefit accrual will apply
only to the employee’s future City service.
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The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual rate (e.g. 2.5%)
earned and accrued for service prior to the VEP’s effective
date; thus, the benefit accrual rate earned and accrued by
individual employees for prior service shall be preserved for
payment at the time of retirement,

(b) Onand after the effective date o qhe ordm e, pension
benefits under the VEP shall prospectlvely accruehased on the
following limitations: S

(i) theaccrual rateshall be 1. 5% of “fmal
compensation”, hereinafter def" ed per year of
service for futur :

Council as of the’ ef_fe_ct e date of the Act for all years
“of service shall increase by six months annually on
s ]uly 1 of each’ year until the retirement age reaches
. the age of 60 for employees in the Police and Fire
"'ﬁ'éiDepartment Retirement Plan and the age of 65 for
employees in the Federated City Employees’
Retirement System. Earlier retirement may be
permitted with reduced payments that do not
exceed the actuarial value of full retirement.

(iii) The eligibility to retire at thirty {30} years of service
regardless of age shall increase by 6 months
annually.
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(c)

(@

(iv) cost ofliving adjustments shall be limited to the
increase in the consumer price index, (San Jose - San
Francisco - OQakland U.S. Bureau of Labor Statistics
index, CPI-U, December to December}, capped at 1%
per fiscal year. The first COLA adjustment following
the effective date of the Act will be prorated based
on the number of remaining months in the year after
retirement of the employee. y

(v) “final compensation” shall mean the average salary of
the three highest consecutive years precedlng the
date of retirement. ' e

t service or
t”) shall not exceed
¢ City, as
presently set forth in the Charter Emp yees who opt
ill not be res_ponmble for the payment of

tho opt mto the VEP surv1vorsh1p beneﬁts shall be the

same as the surv1vorsh1p benefits in Tier 2 (benefits for
new emj loyees as described in Section 7.).

VEP Disability Retirement Benefits.

(i) A service connected “disability” retirement benefit,
as hereinafter defined, shall be as follows:

a. The employee or former employee shall
receive an annual benefit based on 45% of annual
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pensionable pay based on the average of the highest
three consecutive years of service.

(ii) A non-service connected disability retirement
benefit shall be as follows:

a. The employee or former employee shall
receive 1.5% times years of City Service (minimum
20% and maximum of 37.5%) of:annual pensionable

(iii) Cost of Living Adjus
be the same as fi
the VEP

nt [“COLA ') provisions will
vice retlrement benefitin

Section 7: Future Employees

imitation on Retirement
Beneﬁts Tler 2 |

effective n_otr_!rlater than June 30, 2012, a retirement program for
employees h ed on or after the effective date of such
ordinance. ThisTetirement program - for new employces -

may be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows:

(a) The maximum City contributions shall not be less than
6.2% nor greater than 9% of pensionable salary. Inno event
shall the City contribution to such plan exceed 50% of the cost
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of the Tier 2 plan (both normal cost and unfunded liabilities).
The program may be designed as a “hybrid plan” consisting of
a combination of Social Security, a defined benefit plan and /or
a defined contribution plan.

(b) For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be 65,
except for sworn police officers and firefighters, whose service
retirement age shall be 60. Earlier retire may be
permitted with reduced payments that exceed the
actuarial value of full retirement. E

(c) For any defined benefit plan cost of living ad]u ments
shall be limited to the increase in the consumer price index
(San Jose - San Francisco =:0akland Uus. Bureau of Labor
Statistics index, CPI-U, December to December) capped at 1%
per fiscal year. The first COLA adj nt will be prorated
based on the number.of months r

(d) Foranydefi
determining “fina coni
the three hlghest con
retlrement T

he measuring period for
sation’ shall be the average salary of
tive years preceding the date of

(e) For a'r;y define_(;i behefit plan, benefits shall accrue ata
rate not to exceed 1.5% per year of service.

(f) Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into the
second tier of benefits (Tier 2). Employees who have at least
five (5) years of service credit in the Federated City Employees’
Retirement System and at least ten (10) years of service credit
in the Police and Fire Department Retirement Plan on the date
of separation and who have not obtained a return of
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contributions will have their benefit accrual rate preserved for
the years of service prior to their leaving City service.

(g) Any plan adopted by the City Council is subject to
termination or amendment in the Council’s discretion. No plan
shall create a vested right to any benefit.

Section 8: Disability Retirements
To receive any disability retirement beneflt under any pension
plan, City employees must be incap of: engaglng in any
gainful employment for the City, but not yet eligible to retire
(in terms of age and years of service) The._determlnatlon of
qualification for a disability retirement shall be made
regardless of whether there are other ositions available at the
time a determination is made

(a) An em_ployee is cons1dered “dzsabled" for purposes

of qu; hfying"f ra dlsabzllty retirement, if all of the

(i) Iti is determmed that the employee cannot
.. perform any other jobs described in the City’s
“classification plan because of his or her medical
‘condition(s); and

(iii). The employee’s disability has lasted or is

expected to last for at least one year or to
result in death.

10
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(b) Determinations of disability shall he made by an
independent panel of medical experts, appointed by
the City Council. The independent panel shall serve
to make disability determinations for both plans.
Employees and the City shall have a right of appeal
to an administrative law judge.

Section 9: Reasonable Cost of Living Ad]ustments for
Retirees

(a) The City Manager shall propose, and:the City Council shall
adopt by ordinance, a program of beneflts applicabl,
retirees (both current and future] as follows

ments ("COLAS") shall be
adjusted for all retire ch that the COLAs are limited
to the consumer pric (San Jose - San Francisco -
Oakland U.S. Bureau of L Sta ""fc1cs index, CPI-U,
December-to December) apped at 1% per fiscal year.
The first COLA ad)ustmen llowing the effective date of
the Act will be prorated based on the number of
remalnmg months ina year following the retirement of

(i) Costofliving adj

Section 10: Retiree Healthcare
(a) Minimum Contributions. Existing and new employees

must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

11
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(b) Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its
power to amend, change or terminate any plan provision.

Section 11: Actuarial Soundness (for both pension and
retiree healthcare plans)

(a)

(c)

All plans adopted pursuant to the Act shall be subject
to an actuarial analysis publicly disclosed before

adoption by the City Council, an suant to an
independent valuatlon usmg_,-z (

time to time. The City Manager shall certify that any
plans adopted pursuant to the Act (1) are actuarlally

usmg standards set by the Government Accounting
Standards Board and the Actuarial Standards Board.
No beneflt or expense may be paid from the plans
without being actuarially funded and explicitly
recognized in determining the annual City and
employee contributions into the plans.

In setting the actuarial assumptions for the plans,
valuing the liabilities of the plans, and determining the

12
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contributions required to fund the plans, the objectives
of the City’s retirement boards shall be to:

1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan
experience; and

2) ensure fair and equitable treatmen or.current and
future plan members and taxpayers with. respect to the
costs of the plans, and minj e any 1ntergenerat10nal
transfer of costs. i L

plans, the objective of
] maximize the
ss while having

When znvestlng the assets of

(d)

1) the fundmg ob“j éctives and actuarial assumptions of the
plans; and

2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility

of contributions required to be made by the City or
employees.

Section 12: Safety Net Provisions

{a) Preservation of Essential City Services:

At any time that: (1) Essential City Services are not provided at
or above the service levels of January 1, 2011; (2) any library,

community center, fire station, or police station or substation
built or under construction as of January 1, 2011, is not

13
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operational due to a budget shortfall; or (3) any of the City’s
pension or retiree healthcare plans have unfunded liabilities
calculated on a market value or actuarial value greater than
those liabilities existing as of June 30, 2010, then the Mayor,
the City Council, the City Manager and other officers of the City,
or any arbitrator or board of arbitrators, shall be prohibited
from making or approving any contract, memorandum,
agreement, award, grant, decision, resolution,.ordinance or
other official or binding act that allows or réquires the City to
do any of the following, without prior a al by the voters:
(i) pay for unused sick leave or unusgf_d ‘ agation ime, except as

time in the job thatare n
hours not actually worke
overtime or for retirement b,+
executive, professmnal or ad

workers’ com _‘_népation or disability benefits for existing or
former employees; (ix) calculate retirement benefits on any
compensation other than actual base salary paid or years
(2080 hours) actually worked for the City of San Jose, except as
required by applicable state law; (x) make layoff or rehiring
decisions without considering individual employee
performance; (xi) pay for more than 50% of the increase in the
cost of healthcare benefits.

14
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The provisions in the event (3) is triggered are intended to
apply only to those employees in the plan that has the
unfunded liabilities. For the purposes of this measure, retiree
healthcare plans for employees covered under the Federated
City Employee’s Retirement System and the Police and Fire
Department Retirement Plan shall be treated separately.

(b) Unfunded Liabilities in Pension and
Post Employment Benefit Program

The City Manager shall propose, and
adopt by ordinance, safety net provis
minimum features:

(1)

actuarial value for pensmn or retiree healthcare

1 those existing on ]une 30, 2010,

st of living increases, or supplemental
' nts to retirees shall not be allowed,
rapj _}_roval of the voters.

(i) The hmltatlon’ shall be temporary and shall remain
" in effect until the unfunded liabilities based on
market value or actuarial value have remained
below the level of June 30, 2010 for three
Consecutlve years.

Section 13: Savings and Severability
(a) This Act shall be harmonized and interpreted to be
consistent with all federal and state laws, rules and

regulations. If any ordinance adopted pursuant to the Actis
held to be invalid, unconstitutional or otherwise unenforceable

15
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by a final judgment, the matter shall be referred to the City
Council for determination as to whether to amend the
ordinance consistent with the judgment, or whether to
determine the section severable and ineffective. This Act shall
be broadly construed to achieve its stated purposes.

(b) Inthe event any section of this Act is determined to be
illegal, invalid or unenforceable as to retlrees, then all benefit
enhancements or increases (including pensmn and other post
employment benefits of any kind) granted to retlrees since the
date of their retirement shall be ehmlnate_d

, or 9(as that Sectlon
: is determined to be

(c) Inthe event either Section5;
applies to Current Employees), of
illegal, invalid or unenforceable as to -ent Employees, then
the Current Employees’ share of the cos amortize any
unfunded liabilities shall be 50% of the pian overing the
respective employees : -

(d) The City Council shall adopt ordmances as appropriate to
1mplement and effectuate the r0v1510ns of this Act.

16




CITY OF &

' SAN JOSE Office of the City Manager

CAPITAL OF SILICON VALLEY EMPLOYEE RELATIONS

July 8, 2011

George Beattie

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President

San Jose Fire Fighters, IAFF, Local 230
425 £, Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Draft Proposed Ballot Measure

Dear George and Robert: |

As you know, the City Council approved the memorandum dated May 13, 2011, issued by
Mayor Reed, Vice Mayor Nguyen and Councilmembers Herrera and Liccardo. This memo,
approved by the City Council on May 24™, included direction to staff to prepare a draft ballot
measure that would include various proposed changes to the Charter regarding retirement
benefits for new employees, current employees and current and future retfirees. As you
know, the City Council approved other items related to fiscal reform, inciuding the City
Manager's Fiscal Reform Plan and other retirement related issues, during the May 24" and
June 24" Council meetings.

We wanted to provide you a copy of the draft proposed ballot measure that incorporates the
relevant elements from the May 13" memo and City Manager's Fiscal Reform Plan, as
approved by the City Council. (Enclosed is the draft proposed ballot measure.) The City is

open to discussing any changes to the draft proposed baliot measure. The City expressly
" reserves the right to propose other charter amendments pertaining to retirement issues, or to
make changes to the attached draft in the form of ballot measures.

The City and the POA and Local 230 have a scheduled negotiation session for Wednesday,
July 13" and the City is open to designating a portion of the meeting to discuss the draft

200 East Santa Clara Street, San José, CA 95113 tel (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov/oer




POA and |AFF

RE: Draft Proposed Ballot Méasure
~ July 8, 2011

Page 2 of 2

proposed ballot measure, including any proposed changes that you may have. In addition,
you are also free to make a proposal on any other retirement issue.

Sincerely,

Gina Donnelly

Deputy Director of Employee Relations

C: John Tennant, POA General Counsel
Gregg MclLean Adam, Carroll, Burdick & McDonough LLP
Chris Platten, IAFF, Local 230 Legal Counsel

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN
AMENDMENTS - TO ENSURE FAIR AND
SUSTAINABLE RETIREMENT BENEFITS WHILE
PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby
enact the following amendments
Charter which may be refe

by its curren pension and other post employment
benefit programs. The employer cost of the City’s
retirement plans is expected to increase
dramatically in the near future. In addition, the
City’s accrued unfunded liability for other post
employment benefits - primarily health benefits -
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is similarly increasing. To adequately fund these
costs, the City would be required to cut other
services annually.

These costs have created a public service
emergency, because they jeopardize the City’s
ability to provide Essential City Sel ":"1ces In the

are expected to lead
police and fire services:
By any measure'
and endange; the'

were adopted or enhanced. Although the City
exercised due diligence at the time, it was
impossible to anticipate the staggering declines in
the funded status of the retirement fund or the
alarming rate of increase in post-employment
health care costs.
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Without the reasonable cost containment as
provided in this Act, the economic viability of the
City, and hence, the City’s employment benefit
programs, will be placed at an imminent risk.

The City and its citizens always int ded that its

for its workers

This Act is intended to strengthen the finances of
the City to ensure the City’s sustained ability to
fund a reasonable level of benefits as
contemplated at the time of adoption of the City’s
post employment benefit programs.
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The voters hereby find that the facts and
circumstances constitute an emergency within the
meaning of the Meyers-Milias-Brown Act
(“MMBA”), Government Code section 3504.5.

Section 2: INTENT

beneflts asof th‘é effective date of the Act.

This Act is not intended to reduce the current
pension amounts received by any retiree,
including any cost of living increases received by
retirees to date.
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This Act is not intended to grant any vested rights
to any post employment benefit, as the City
retains its power to amend, change or terminate
any retirement or other post employment benefit
program provided by the City.

This Act is intended to ensure the City can provide
sustainable post employment benefits while at the
same time delivering essential service

citizens of San Jose.

management prioriti
compensation

e in matters related to pension and
stiemployment benefits to the extent they
exceed the maximums set forth in this measure.
The City Council shall have no authority to agree
to any matters pertaining to pensions or other
post-employment benefits exceeding the
maximums set forth in this measure.
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Section 4. Reservation of Rights to City
Council

Subject to the limitations set forth in this Act, the
City Council retains its authority to amend, change
or repeal any retirement or other post
employment benefit program under'the Charter.

Section 5. Voluntary Election Program

Election Program (VE
City employees the opti

requlrefné" t foz: medical benefits.

Employees’ share of the costs to amortize any
unfunded liabilities greater than those existing on
June 30, 2010, shall be 50%, unless they have
opted into the VEP.
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Section 6: Future Employees - Limitation on
Retirement Benefits - Tier 2

To the extent not already enacted, the City
Manager shall propose, and the City Council shall
adopt by ordinance, to be effective not later than
June 30, 2012, a retirement program for
employees hired on or after the effective date of
such ordinance. This retirem 75?fpr0gram for

(b) For any defined benefit plan, the age of
eligibility for payment of accrued service
retirement benefits shall be 65, except for sworn
police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement
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may be permitted with reduced payments that do
not exceed the actuarial value of full retirement.

(c) For any defined benefit plan, cost of living
adjustments shall be limited to the increase in the
consumer price index (San Jose ~ San Francisco -
Oakland U.S. Bureau of Labor Statisticsiindex, CPI-
U), capped at 1% per fiscal year,

:{_opted by the City Council is
atlon or amendment in the
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Section 7: Current Employees - Reasonable
Modifications to Existing Plans -
Modified Tier 1

The City Manager shall propose, and the City
Council shall adopt by ordinance to be effective
not later than June 30, 2012, a mod,1f1ed
retirement program for all employees eligible to
be members of the existing reti ment-»;plans of the
City as of the effective dat of this Act.

The modified program ‘may ferred to as
“Modified Tier 1” and sh

limitations:

1nd1v1dual employeés for prior service shall be
preserved for_;_payment at the time of retirement.

(b} On and after the effective date of the
ordinance, pension benefits shall prospectively
accrue based on the following limitations:
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(i) benefits shall accrue at a maximum rate of
1.5% per year of service.

(i) the age of eligibility for service retirement
for existing employees shall increase by six
months annually on July 1 until the retlrement age
reaches the age of 60 for police officers
firefighters and 65 for all other employees. Earlier
retirement may be permitted.with reduced
payments that do not exceed the actuarialivalue of
full retirement.,

(iii) cost ofliving adjustments shall be limited
to the increase in the consumer price index, (San
Jose — San Francisco - Oakland U.S. Bureau of
Labor Statistics index CPI' ), capped at 1% per

fiscal

the three
retirement.

scutive years preceding the date of

Section 8: Reasonable Cost of Living
Adjustments for Current Retirees

10
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1. The City Manager shall propose, and the City
Council shall adopt by ordinance, a program
of benefits applicable to all current retirees as
follows:

(a) Cost of living ad]ustments (“COLAS”) shall

Bureau of Labor Statl_
capped at 1% per fisc

health care program (including medical and
dental) with the following limitations:

(a) Current Employees: The years of service

required to qualify for retiree health care benefits
shall increase by six months annually on July 1,

11
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until it reaches 20 years, except for employees
who receive such health insurance based on a
service disability retirement.

(b) New Employees: The years of service

required to qualify for retiree health care benefits
shall be 20 years, except for employees
receive such health insurance based
disability retirement. '

Section 10; Actuarial Soundness

(a) All plans adopted pursuant to the Act shall be
subject to an actuarial analysis publicly disclosed
before adoption by the City Council, and pursuant
to an independent audit using standards set by the
Government Accounting Standards Board. The

12
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City Manager shall certify that any plans adopted
pursuant to the Act: (i) are actuarially sound; (ii)
minimize any risk to the City and its citizens; and
(iii) are prudent and reasonable in light of the
economic climate.

(b) All of the City’s pension and retiree healthcare
plans must be actuarially sound, wit unfunded
liabilities determined annually:throug
independent audit using
Government Accounting

built or under construction as of January 1, 2011
are not operational; or (3) any of the City's
pension plans have unfunded liabilities greater
than those liabilities existing as of June 30, 2010,
then the Mayor, the City Council, the City Manager
and other officers of the City, or any arbitrator or
board of arbitrators, shall be prohibited from

13
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making or approving any contract, memorandum,
agreement, award, grant, decision, resolution,
ordinance or other official act that allows or
requires the City to do any of the following,
without prior approval by the voters: (i) pay for
unused sick leave or unused vacation,time, except
as required by applicable state or federal law; (ii)
increase compensation for member bargalnlng

enéﬁts for disability on top of
ment benefits without an offset to
eliminate duplication of benefits for the same
cause of disability; (vii) pay workers’
compensation benefits beyond what state or
federal laws require; (viii) allow existing or
former employees to grant workers’
compensation or disability benefits for existing or

former employees; (ix) calculate retirement

14
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benefits on any compensation other than actual
base salary paid or years (2080 hours) actually
worked for the City of San Jose, except as required
by applicable state law; (x) make layoff or rehiring
decisions without considering individual
employee performance; (xi) pay for more than
50% of the increase in the cost of healt
benefits.

(b) Unfunded Llabllltle‘ n Pensmn an’ Other

retlree health re g eater than those liabilities
existing as of ]une 30, 2010, the following
hmltatloh“__:__shall be in effect for existing employees
who have not opted into the benefits program for
new employees, except upon approval by the
voters:

15
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(i) Retirement benefits shall not continue to
accrue beyond the minimum benefits specified in
the Charter, Article XV.

(ii) Calculation of benefit payments shall be
based on a three year average as spec1f1ed in the
Charter, Article XV.

(iii) The age of eligibility f  1__‘ -:paym‘” nt of
service retirement benefits shall not be less than
the retirement age spec1f1e he Charter, Article
XV.

(iv) Benefits shall ot beiincreased after

retirement.

(2) Atany time City pension or retiree healthcare
plans have unfunded liabilities for pension or
retiree healthcare greater than those existing on
June 30, 2010, bonuses, increases, or
supplemental pension payments to retirees shall

16
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not be allowed, except upon prior approval of the
voters.

(3) The provisions shall be temporary and shall

remain in effect until the unfunded liabilities have
remained below the level of June 30, 2010 for
three consecutive years.

neffectwe. This Act shall be
broadly construed to achieve its stated purposes.

(b) In the event any section of this Act is

determined to be illegal, invalid or unenforceable
as to retirees, then all benefit enhancements or

17
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increases (including pension and other post
employment benefits of any kind) granted to
retirees since the date of their retirement shall be
eliminated.

(c) Inthe event any section of this Act is
determined to be illegal, invalid or ienforceable
as to existing employees, then the existing
employees’ share of the costs;to mortize any
unfunded liabilities shall be'50% unless the
employees have opted in ?Pi,beneflt levels.

i8
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495 E. Santa Clara Street, Suite 300, San Jose, CA 95113 » (408) 286-8718 « FAX (408) 286-2577

March 2, 2012 LOCAL 230™

Alex Gurza, Deputy City Manager,

City of San Jose — Office of Employee Relations
200 E, Santa Clara Street

San Jose, CA 95113

Re; San Jose Firc Fighters, Local 230 & San Jose Police Officer’s Association
Retirement Reform

Dear Alex,

Please find the attached proposal from San Jose Fire Fighters, Local 230 and the San Jose
Police Officer’s Association. This offer provides substantial savings to the City both in
the near and long-term. Our proposal achieves lawful, structural reform for the city,
employees and the taxpayers.

We understand from our mediation and negotiation sessions with the City that you have a
concern regarding the participation rates of current employees in our “opt-in” proposal
for Tier II.  As such, we are offering a major pension reform enhancement contained in
our offer: the Reform Immediate Performance Guarantee.

In short, we’ve structured our opt-in proposal so that the city is guaranteed the savings
of 100% employee participation, even if the employee election rate falls short of that
target. Our internal polling data showed that our participation rate would meet or exceed
66% for our proposal. If fewer than 60% of all active members opt into Tiers II or
111, we will agree to pay reductions on a sliding scale up to 16% to help achieve the
savings goal (details attached).

We believe our guarantee provides the City with the assuraunces it stated it needed in
order to accept our proposal. This is a viable, lawful strategy to achieve pension
reform that saves the City tens of millions of dollars each and every year.

Throughout the negotiations process we have been committed to lawful pension reform.
This proposal demonstrates our seriousness to addressing this challenge to benefit the
City, employees and the residents we serve,

www.siff org




SJPOA and LOCAL. 230

RETIREMENT REFORM PROPQOSAL SUMMARY

Objective; Lawful & Cost-Saving Pension Reform

ierili(Actives

iarl (Actives

72% @ 50 yéérs

3% @ 55 years (CalPERS)

No Change {SJ P&F Plan)

3 Year Final Average
Salary

3 Year Final Average
Salary

No Change

No Sick Leave Payout No Sick Leave Payout No Change
Sick Leave Conversion Sick Leave Conversion No Change
20965 20965

4th Level Survivor Death 4th Level Survivor Death No Change
Benefit (Spouse & Children) | Benefit (Spouse &

21574 Children) 21574

Post Retirement Survivor Post Retirement Survivor No Change
Allowance Allowance

21624, 216286, and 21628 21624, 21626, and 21628

CPl with 2% max COLA CPIl with 3% max COLA No Change
OPEB (HD* Medical) OPEB {HD* Medical) OPEB (HD* Medical)

SJ Health and Dental Plan

SJ Health and Dental Plan

SJ Health and Dental Plan

‘Long Beach” Worker's
Compensation Dispute
Resoiution Process

*Long Beach” Worker's
Compensation Dispute
Resolution Process

“Long Beach" Worker's
Compensation Dispute
Resclution Process

No SRBR No SRER SRBR converted to GPP
10% Employee Normal 10% Employee Normal No Change Remains 8:3 split
Cost Sharing Cost Sharing '
Retiree Healthcare Pre- Retiree Healthcare Pre- Retiree Healthcare Pre-
funding 10% Cap funding 10% Cap funding

10% Cap
Military Service Credit Military Service Credit No change
21024 21024
Alternative Death Benefit Alternalive Death Benefit No change

21547.7

21547.7

Term: 4 Years

*Retiree Health Care Purchasing Protection Provision

Aeta s ACTIVES
25 2h 75%/ 70% 60% 50%
25 28 849%/82% 77.28% 67.76%
25 30 90%/ 20% 90% 81%




SJPOA and LOCAL 230

RETIREMENT REFORM PROPOSAL SUMMARY
Objective: Lawful & Cost-Saving Pension Reform

Pension Reform Performance Guarantee

To address concerns about the reliability of the member polling data and guaranteed
savings, the following Reform Immediate Performance Guarantee is included with the
proposal. Polling data indicated that the participation rate would meet or exceed 66% for
this proposal. l

If fewer than 60% of all active members opt into Tiers 1l or Ill, pay reductions based upon
participation rates will result as indicated below. Calculation will be inclusive of all active
members (Tier | Tier Il). Beginning the first February 1 date following the establishment
of the Tier Il option, annual pay reductions of no greater than 4% up to 16% at the lowest
participation level.

Example: If only 50% of all active members opt into the new plan then all plan members
will take a 4% pay reduction in the first year and 2% in the second year.

<100% - 100% Partlclpatlon '$20.9
<80% - 90% Parlicipation = $26.9
<80% - 80% Participation =$23.9
<70% -- 70% Participation = $21.1
; $7.4 Pay Reduction +
Q,
<60% 4% Pay Reduction $20.1 Opt In Savings = $27.5
. $11.1 Pay Reduction +$16.1 Opt In
0,
<50% 6% Pay Reduction Savings = $27.2 Million
. $14.9 Pay Reduction +
0, 0,
<40% 8% Pay Reduction 13.9 Opt In Savings = $28.6
. $18.6 Pay Reduction +
)
<30% 10% Pay Reduction $11.9 Opt In Savings = $30.5
, $26.0 Pay Reduction +
0, 0,
<20% 14% Pay Reduction $9.9 Opt In Savings = $35.9
<10% 16% Pay Reduction $29.7 Payroll +

$8.1 Opt In Savings = $37.8

*In 2010, Police and Fire employees agreed to a 10% decrease In pay resulting In substantial savings In
pension costs. A stmilar proportionate effect would accur If additional reductions are triggered by the
Performance Guarantes, These additional savings are not included In these estimates.

Retiree Medical Benefit

Adopt Kaiser “High Deductible” Plan and provide a Retiree Healthcare Purchasing
Protection Provision (i.e., Retirees will contribute equivalent fo actives).

Adoption of this plan will result in a dramatic decrease to the Retirement Healthcare
Plan's annual premium cost and a lowering of the current unfunded healthcare liability.
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1151 North Fourth Sires! » San Jose, Californict $5112

Telephone 408-298-1133 « Facsimile 408-298-31561 » E-Mail@sjpoa.com

December 1, 2011

Via EmMAIL AND REGULAR MaAIL

Alex Gurza

Deputy City Manager
City of San Jose

200 E Santa Clara St
San Jose, CA 95113

Re: Revised SJPOA Retirement Proposal

Dear Mr. Gurza:

The SJPOA and Local 230 submitted a revised retirement proposal to the City on
November 8, 2011. We proposed a three-tier model to incorporate the savings we had
promised under our CalPERS model, but realized under the San Jose Police and Fire
Retirement System. Additionally, we agreed to support a joint City-labor ballot
proposition implementing our proposal.

Notwithstanding that we have had no response to that proposai or to our request
to return to the bargaining table, the SJPOA today proposes to reinstate the retirement
plan provision in place prior to 1997 as a second-tier that will be available to active
employees who opt to participate in it and to new hires. This proposal should be
considered in tandem with the one filed earlier today by our brothers and sisters at

Local 230.
Benefit Tier 1 {Actives) Tier [l (Opt-In and New Hires)
Max Benefit Status Quo 75%

Accrual Rate

2.5% / 4% per year

2.5% per year

AgefYears of Service

25 years @ age 50
20 years @ age 55
30 years any age

25 years @ age 50
20 years @ age 55
30 years any age

FAS Calculation

12 Months Final Average

36 Months Final Average Salary

Salary
COLA 3% CPI-U 3% with Banking Feature
Normal Cost (8/3 split) (No | Status Quo Status Quo
Need for Charter Change)
Unfunded Liabiiity Status Quo Status Quo
SRBR Convert to GPP* Convert to GPP*
Sick Leave Payout Status Quo Converi to Service Time




Alex Gurza
Re: Revised SJPOA Retirement Proposal
December 1, 2014

Page 2
Benefit Tier 1 (Actives) Tier Il {Opt-In and New Hires)
Retiree Health Care Pre- 1 Year Diversion Proposal 1 Year Diversion Proposal
Funding
Disability Reform ‘Long Beach Model" ‘Long Beach Model” Worker's
Worker's Compensation Compensation Dispute Resolution
Dispute Resolution Process | Process
Health Care for Actives Status Quo 100% LPP Single Coverage for
new hires (status quo for actives)

*Guaranteed Purchasing Power (GPP): Transition from SRBR benefit to GPP estimated to save
6 million annually.

We reiterate that a critical element of the proposal remains the SJP0A's
proposing to forego proceeding to the pending interest arbitration concerning the
duration of the ten-percent wage reduction and the term of the Memorandum of
Agreement (recently agreed to by the SJPOA and the City concerning all non-retirement
terms and conditions of employment), if the City accepts the unions' joint retirement
proposal. In cther words, should the City agree to our retirement proposal, the SIPOA
will agree that the MOA is of a two-year duration and that the 10% wage reduction does
not sunset.

Furthermore, the opt-in contained in the above table would replace the SJPOA-
only opt-in pian in the Memorandum of Agreement (recently agreed to by the SJPOA
and the City concerning all non-retirement terms and conditions of employment).

We believe this proposal goes a long way towards reducing the City’s retirement
costs going forward—perhaps the single greatest priority that your bargaining
representatives explained to us throughout cur summer of bargaining. We think that
this proposal has strong “win-win” potential, and we encourage the City to send its
negotiators back to the table to try to reach a bitateral accord on how to maximize the
number of active employees who opt info Tier |l, as described in the table. Additionally,
the parties should return to the table to discuss the impact of the significantly reduced
City pension obligation for FY 2013 as contained in the Cheiron Report, as adopted
today by the Retirement Board.

As challenging as these discussions have been on both sides, we believe that
developments in the last 48-hours, and particularly these revised proposals from Police
and Fire offer a great opportunity to resolve these issues collaboratively.

Very truly yours,
Sg\d JOSEWERS‘ ASSOCIATION

Jim C. Unland, President
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Re: Revised SJPOA Retirement Proposal
December 1, 2011

Page 3

ce: John R. Tennant, General Counsel
Gregg McLean Adam, Esg.
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Al Jose, LA A . 1133
(408} 286-8718 November 1 8, 2011 (4&1480)8‘.29??}11;133’53:
{408) 286-2577 ax

Via EMAIL AND REGULAR MAIL

Alex Gurza

Deputy City Manager
City of San Jose

200 E Santa Clara St
San Jose, CA 95113

Re: Revised POA/Fire Fighter Proposal

Dear Mr. Gurza:

Please consider this a revised proposal by the San Jose Fire Fighters, IAFF
Local 230 (Fire) and the San Jose Police Officers’ Assaciation (POA).

In recent days, our organizations have been advised of the City's opposition to a
move to the California Public Employees Retirement System (CalPERS), an inherent
feature of the Fire/POA proposal. We also understand that the City has an absolute
demand that any retirement agreement must go before the voters.

Accordingly, and in the interest of continuing to try to find a collaborative
resolution to the City’s pension cost difficulties, we request that the City direct its
negotiators to return to the bargaining table to discuss:

1. Trying to agree on the details of a proposal that would incorporate the
savings and the features of our CalPERS proposal, but which would be
designed to keep employees in the San Jose Police and Fire Retirement
System. Thatis, let us try to agree on a three-tier model that achieves the
savings we propose, but which keeps us, as is the City’s express wish, in
the City's retirement system. No one would go to CalPERS under our
proposatl,

2, Ajoint City/Fire/POA proposed Charter amendment that would seek to
have the voters ratify and enshrine in the City Charter the agreement we
hope can be achieved under paragraph 1 above.

This proposal represents a fundamental shift in the unions' position. We are
dropping our proposal to move to CalPERS in order to satisfy what we understand is a
philosophical demand of the City.




Alex Gurza

Re: Revised POA/Fire Fighter Proposal
November 18, 2011

Page 2

Furthermore, this revised proposal retains all of the other features of our prior
proposal, most importantly; {1) The agreement by the POA to continue iis 10% total
compensation concession through June 30, 2013 and ongoing thereafter until revised
by subsequent agreement by the parties; and (2) an additional 5% saving, based upon
a fransfer of healthcare costs, and an additional contribution from both police and fire.

This proposal contemplates a 75% cap under the third tier to be agreed upon for
new employees.

We believe that the recent mediation between the parties, concluded
Wednesday, was a worthwhile endeavor that triggered the type of frank and
collaborative discussions that the formal bargaining process lacked. We believe that
there was positive movement by both sides in that process that gives us significant
hope that an agreement can be reached by returning to the bargaining table.

Very truly yours,

VVVVVV
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425 B, Santa Clara St.

1151 No. Fourth St. Suite 300
San Jose, CA 95112 San Jose, CA 953113
Phone #(408) 298-1133 Phone #(408) 286-8718

November 11, 2011

Alex Gurza, Deputy City Manager

City of San Jose - Office of Employee Relations
200 E. Santa Clara Street

San Jose, CA 95113

RE: Retirement Reform

Dear Alex:

Please find the attached revised Proposal and Proposal Addendum.

In the proposal you will find some modifications including a lawful and cost saving
proposal fo address the SRBR in Tier |, and in the addendum to the proposal, you will
find a proposal to ensure that critical public safety services are preserved and/or
restored in 2012-13. Please noie that the addendum fo the proposal expires on
MNovember 17, 2011.

We look forward to seeing you and your team in mediation on Tuesday, November 15,
and 1:30 p.m., at the SJPOA offices.

At

Thank you,

lice Officers Associatlon

. e N ! — =
Robﬁér_t/Sapien, Jr-President/ | Georg atti
San Jose Firefighters, IAFF Local-230 | San Jdge Py
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LOCAL 230"

425 E. Santa Ctara St.
1151 No. Fourth St. Suite 300
San Jose, CA 95112 San Jose, CA 95113
Phone #(408) 298-1133 Phone #(408) 286-8718

SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAFF LLOCAL 230
RETIREMENT REFORM PROPOSAL

{As Amended, November 11, 2011]

TIER lil: RETIREMENT BENEFITS FOR NEW EMPLOYEES

. Pension Formula 2.0% @ 50 for Local Safety Members CALPERS Section 21362

The pension benefit for eligible employees hired on or after July 1, 2012, shall be
administered by CalPERS and be entered into their Section 21362 2% @ 50 Full
Formuia. This formula provides to local safety members 2% of pay at age 50 for each
year of service credited with that employer. The percent per year of service gradually
increases for each age attained from 2% at age 50 to 2.7% at age 55+. Local safety
members subject to the 2% @ 50 Full Formula coniribute 9% of reportable eamings.

Local safety members who retire after the effective date of the contract amendment will
be subject to this formula. The total allowance for service retirement under the 2% @ 50
formuta cannot exceed 90% of final compensation,

. Annual Cost of Living Allowance Increase - COLA Section 21335 _

Allowances for retired members are currently covered by an annual 2.0% maximum
cost- of-living increase provided the Consumer Price Index (CPI) factor increases at
least 2.0%. :

For example: COLA for retired members shall be based on an annual Consumer Price
Index (CPI) factor with a 2,0% maximum cost-of-living increase, whichever is lower.

lIl. Final Average Salary

The period for determining the average monthly pay rate when calculating retirement
benefits will be from the highest pald consecutive 36 months.

IV. Post Retirement Surviver Allowance: Sections 21624, 21626, 21628

Upon the death of a member after retirement, an allowance shall be continued to the
surviving spouse or domestic partner. A "surviving spouse or domestic partner” means
for service retirements subject to this section, a husband or wife who was married to or a
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domestic partner who was registered as a domestic partner with the member at least
one year prior to the member's retirement and continuously to the date of the retired
member's death and for disability retirements subject to this section, a husband or wife
who was married to or a domestic partner who was registered as a domestic pariner with
the member on the date of his or her retirement and continucusly to the date of his or
her death,

If there is no surviving spouse or domestic partner, or if the spouse or domestic partner
later dies, the allowance shail be continued to the eligible unmarried children collectively
until all have reached age 18. Eligible children include disabled children over age 18 if
the disabllity begins prior to age 18. If there is no surviving spouse or domestic partner
or eligible child or children, the benefit wouid be paid to the surviving parent or parents of
the deceased member who were dependent upon the member for support. if, at effective
date of retirement, the member has no surviving spouse, domestic partner, eligible
children, or dependent parents and elected an optional settlement, no allowance under
this section shall be paid.

The allowance payabie to the survivor(s) of a member who retires after the employer
includes Sections 21624, 21626 and 21628 in its contract is determined as follows:

a. One-quarter of the retired member's unmeodified allowance based on service subject
to the modification for Social Security; or

b. One-half of the retired member's unmodified allowance based on service not subject
to the modification for Social Security.

In accordance with Section 21628, the allowance payable to a retired member who
chose Option 2, 3, or 4, or the beneficiary of such retirees shall be increased by 15%.
For retirees who chose the Unmodified Allowance or Option 1, there is no increase in the
retirement allowance but their eligible survivor(s) would receive the post-retirement
survivor allowance upon the retired member's death.

Sections 21624, 21626 and 21628, all together, are applicable, by amendment, to
contracting agencies. Sections 21624 and 216286 only are available to new contracting
public agencies.

V. Improved Nonindustrial Disahility Allowance for Local Safety Members Section
21427 '

The disability retirement allowance of a local miscellaneous and local safety member
would be raised to 30% of final compensation for the first five years of service credit,
plus 1% for each additional year of service to a maximum of 50% of final compensation.

If the member is under age 80, the disability retirement allowance cannot be more than
the service retirement allowance would be If the member were to continue in
employment and retire at age 60, If the regular disability retirement allowance is greater
than the improved disability allowance, CalPERS will pay the greater amount. This
section shall apply only to members who retire for disability on and after the date the
agency elects to be subject to this section.

V. Credit Unused Sick Leave to Sarvice Credit Section 20965

Unused accumulated sick leave at time of retirement may be converted to additional
service credit at the rate of 0.004 year of service credit for each day of unused sick leave
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(i.e., 250 days of sick leave equals one additional year of service credit).

The City of San Jose wili report only those days of unused sick leave that were accrued
by the member during the normal course of employment. Additional days of unused sick
leave reported for the purpose of increasing the member's retirement benefit are
prohibited, This benefit will not increase the maximum percentage allowable.

VIl. Employees Sharing Cost of Additional Benefits Section 20516

San Jose Police Officers and San Jose Firefighters eligible for this benefit shall

contribute an additional 1.0% toward retirement contribution to lower the cost of the
City’s pension payments. This additional 1.0% shall be credited to each member's ;
normal cost, for a maximum of 10.0% employee contribution towards pension normal ;
cost. '

This henefit allows a contracting agency or an agency that initially contracts with
CalPERS to share the cost of additional retirement benefits with the employees as a
result of a written agreement with the employee group.

No additional valuation is required if one has already been done for the additional
retirement benefits whose cost is to be shared. The employer's rate will simply be
reduced by the agreed upon percentage cost sharing.

There are two methods of requesting an actuarial study;

1. If the agreement with the employees specifies a definite percentage increase
in the employee rate, such as 1.0%, 2.0%, etc., the valuation can be done on
that basis.

2. [f the agreement with the employee group is indefinite, the agency may wish
to request several valuations, with the employees paying 0.5%, 1.0%, 1.5%,
etc.

There are several points to be emphasized:

1. This pravision requires that the employer and the employees agree in writing
to share the cost of the applicable benefits.

2. The increase in the member contribution rate will be effective as of the
effective date of the amendment to the contract, To reduce the percentage
the employees have agreed to cost share at a later date, the agency will need
to request an amendment to the contract,

3. The increased member contributions will be credited to each member's
account as normat contributions and will be included in the refund of
accumutated contributions to members who separate from CalPERS covered
employment and elect to withdraw their contributions.

4. Some of the optional benefits available, such as 1959 Survivor Benefits and
Post- Retirement Survivor Allowance, may not be applicable to all employees,
However, if the agency includes such benefits in conjunction with Section
205186, the contribution rate would increase for all employees in the
applicable member group.

5. Itis also possible to share the cost of formulas other than the minimum
formulas, which are the 2% @ 60 for local miscellaneous and the 2% @ 55
for local safety members,
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Section 20516 also permits an employer to make an independent agreement with its
employees to share the cost of any optional benefit without requiring an amendment to
the contract. Any such agreement in a memorandum of understanding, which is
inconsistent with this section, shall not be a part of the contract between the agency and
this system.

Vill. _Military Service Credit 21024

{a) "Public service” with respect to a local member, other than a school member, also
means active service with the Armed Forces or the Merchant Marine of the United
States, including time during any period of rehabilitation afforded by the United States
government other than a period of rehabilitation for purely educational purposes, and for
six months thereafter prior to the member's first employment by the employer under this
section in which he or she was a member.

(b} Any member electing to receive credit for that public service shall make the
contributions as specified in Sections 21050 and 21052. However, any eligible member
who requests costing of service credit between January 1, 2001, and December 31,
2003, may, instead of making those contributions, make the payment calculated under
this article as it read on December 31, 2000, which payment shall be made in the
manner described in Section 21050,

(¢} The public service under this section shali not include military service (1) in any
period for which credit is otherwise given under this article or Article 4 (commencing with
Section 20990) or (2) to the extent that total credit under this section would exceed four
years.

(d) Notwithstanding Section 21034, a member may select which of two or more periods
of service entitles him or her to receive public service under this section.

(e) This section shall apply to a member only if he or she elects to receive credit while he
or she is in state service in the employment of one employer on or after the date of the
employer's election to be subject to this section.

(f) This section shall nof apply to any contracting agency nor to the employees of any
contracting agency until the agency elects to be subject to this section by amendment to
its contract made in the manner prescribed for approval of contracts or in the case of
contracts made after this section takes effect, by express provision in the contract
making the contracting agency subject to this section. The amendments to this section
made during the second year of the 1999-2000 Regular Session shall apply to contracts
subject to this section on January 1, 2001.

1X. Fourth Level of 1959 Survivor Benefits Section 21574

This benefit provides a higher level of 1959 Survivor Benefits to survivors of a member
who dies prior to retirement, The benefit is paid in addition to the Basic Death Benefit,
the 1957 Survivor Benefit, or, if applicable, the Pre-Retirement Optional Settlement 2
Death Benefit but would be reduced by the amount of the Special Desth Benefit, if
payable. Concurrent coverage under this section and Social Security is prohibited, but
an agency may provide the benefit for the full formula members of a divided
miscellaneous member group. For agencies first contracting for the 1959 Survivor
Program, members in employment prior to the effective date of the amendment may
elect not to be covered, however, participation is required for all future hires that are not
covered under Social Security (Section 215677).

A spouse or domestic partner is eligible if he or she (1) has care of eligible children, or
{2) is age 60 or older. Children are eligible if under age 22 and unmarried or disabled
regardless of age,
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The monthly allowance payable to eligible survivors under this section is as follows:

Spouse or domestic partner with two or more eligible children;
or three or more eligible children ONIY ..., 32,280

Spouse or domestic partner with one eligible child; or two eligible children only ... $1,800
One eligible child only; or surviving spouse or domestic partner at age 60 or older;

or dependent PArSntS ... e e $950

The normal cost for public agencies contracting or amending to provide the Fourth Level
will be calculated based on the term insurance funding method. This rate will be
calculated on the pool experience rather than individual employer experience. The actual
employer cost for agencies currently providing 1959 Survivor Benefits who amend to
provide the Fourth Level will vary depending upon each agency's 1959 Survivor funding
level.

If there is a deficit in the agency's 1958 Survivor funding (an unfunded accrued liability)
based on the Fourth Level benefit, this unfunded liability and the five years of employer
normal costs shall be amortized and paid for over a period of five years, the first
payment billed in June and due in July following the effective date of the amendment
and the remaining four payments due by July 15, of each following vear. If there is a
surplus in the agency's 1959 Survivor funding, the surplus shall be amortized and used
to offset the five years of employer normal costs.

At the end of the first five years, employers in the Fourth Level pool will pay only the
pool's net premium.,

An operative date for this benefit is established at the time of amendment.

X. Alternate Death Benefit for Local Fire Members Credited with 20 or More Years
of Service Section 21547.7

The surviving spouse, domestic partner or eligible children of a deceased firefighter
member, who is credited with 20 or more years of CalPERS covered service and whose
death oceurs while in the employ of a local agency contracting for this benefit, may elect
to receive the Alternate Death Benefit in lieu of the lump sum Basic Death Benefit or the
1857 Survivor Benefit., If the member had not attained minimum retirement age at the
time of death, the Alternate Death Benefit is calculated based on the member's total
service credit with all employers (including the service credit earned while in the employ
of the agency contracting for this benefit) as though the member had retired at age 50
and elected Option 2W. Option 2W provides the highest monthly allowance to a
beneficiary.

If the member had attained minimum retirement age at the time of death, the benefit is
calculated as though the member retired on the date of death (from the employing
agency and all previous CalPERS covered employers) and elected Option 2W. If the
deceased firefighter had not attained the minimum retirement age at death and had
service credit with previous CalPERS agencies, the cost of the Alternate Death Benefit
will be the liability of the employing agency, except for a partial offset of costs resulting
from a transfer of the member’s contributions from all previous employers to the
employing agency. The increase in liability not offset by this transfer will be paid by the
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agency contracting for this benefit and employing the member on the date of histher
death,. If the deceased firefighter had attained minimum retirement age at death, the
increased cost of the benefit (regardless of whether the member has service credit with
another CalPERS employer) is the liability of the agency contracting for this benefit and
employing the member on the date of histher death.

Xl. Supplemental Retiree Benefit Reserve

The Supplemental Retiree Benefit Reserve (SRBR) will be closed to alt participatory
members in the TIER 1l retirement plan.

Xli. Retiree Health Care

An eligible full time employee who Is hired on or after July 1, 2012, shall be eligible to
receive 50% of the contribution towards the lowest cost premium for a non-deductible
medical Insurance plan, single coverage. Provided if the employee meets the following
criteria:

1. Has completed at least twenty (20) years of retirement service credit in the
CalPERS retirement plan.

Xlil. Disability Retirees Health Care

An eligible full time employee who is hired on or after July 1, 2012, and is granted a
service connected disahility retirement shall be eligible to receive 50% of the contribution
towards the lowest cost single non - deductible medical insurance plan regardless of
years of service.

XIV. Non-Duplication of Benefits

A retiree may not be simultaneously covered by City sponsored plan-provided medical
benefits as a retiree, and as a dependent of another City retiree or City employee.

XV. Retiree Dental Insurance

An eligible full time employee who is hired on or after July 1, 2012, shall be eligible to
receive 50% of the contribution towards the lowest cost single non - deductible dental
insurance plan. Provided if the employee meets the following criteria:

1. Has completed at least twenty (20) years of retirement service credit in the
CalPERS retirement plan.

An eligible full time employee who is hired on or after July 1, 2012, and is granted a
service connected disability retirement shall be eligible to receive 50% of the contribution
towards a single non-deductible dental insurance plan regardless of years of service.

XVI. Surviving Dependants - Employee killed in the line of duty

Surviving dependents of an employee kilied in the line of duty shall be eligible to receive
50% of the contribution towards the lowest cost single non - deductible medical and
dental insurance plan.
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XVII. Retiree Health Care Pre-Funding

The City and the Union agree to continue to pre-fund the fire and police retiree medical
and dental healthcare benefits as described in both of the current the SJPOA and IAFF
Local 230 memorandum of agreements.

TIER II: VOLUNTARY RETIREMENT BENEFITS ELECTION FOR CURRENT
EMPLOYEES

On or before March 1, 2012 active employees shall make a voluntary irrevocable
decision to have CalPERS administer their pension benefits beginning July 1, 2012, Any
employee hired between March 1, 2012 and June 30, 2012 shali have TIER Il pension
benefits.

I, Pension Formula 3.0% @ 55 For Local Safety Members Section 21363.1

This formula provides to local safety members 3% of pay at age 55 for each year of
service credited with that employer. For members who retire earlier, the percentage of
pay is reduced to 2.400% at age 50, which gradually increases for each attained age to
3% at age §5+. Local safety members subject to the 3% @ 55 Full or Supplemental
formulas contribute 9% of reportable earnings. Those covered under the 3% @ 55
Modified formula (coordinated with Social Security) contribute 9% of reportable earnings
in excess of $133.33, (A formula change affecting the members' contribution rate
requires an election of the affected members.)

Local safety members who retire after the effective date of the contract amendment will
be subject to this formula. The total allowance for service retirement under the 3% @ 55
formula cannot exceed 90% of final compensation.

il. Cost of Living Allowance - COLA Section 21335

Allowances for retired members of the TIER Il retirement plan shall be an annual 3.0%
maximum cost-of-living increase provided the Consumer Price Index (CPI) factor
increases at ieast 3.0%.

lll. Final Average Salary

The period for determining the average monthly pay rate when calculating retirement
benefits will be from the highest paid consecutive 36 months.

iV. Post Retirement Survivor Allowance: Sactions 21624, 21626, and 21628

Upon the death of a member after retirement, an allowance shall be continued to the
surviving spouse or domestic partner. A "surviving spouse or domestic partner" means
for service retirements subject o this section, a husband or wife who was marriedto or a
domestic parther who was registered as a domeslic partner with the member at least
ohe year prior to the member's retirement and continuously to the date of the retired
member's death and for disability retirements subject to this section, a husband or wife
who was married to or a domestic partner who was registered as a domestic partner with
the member on the date of his or her retirement and continuously to the date of his or
her death.,
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If there is no surviving spouse or domestic partner, or if the spouse or domestic partner
later dies, the allowance shali be continued to the eligible unmarried children collectively
until all have reached age 18. Eligible children include disabled chiidren over age 18 if
the disability begins prior to age 18. If there is no surviving spouse or domestic partner
or eligible child or children, the benefit would be paid to the surviving parent or parents of
the deceased member who were dependent upon the member for support. if, at effective
date of retirement, the member has no surviving spouse, domestic partner, eligible
children, or dependent parents and elected an optional seftiement, no allowance under
this section shali be paid.

The allowance payable to the survivor(s) of a member who retires after the employer
includes Sections 21624, 21626 and 21628 in its contract is determined as follows:

a. .One-quarter of the retired member's unmodified allowance based on service
subiect to the modification for Social Security; or

b. One-half of the retired member's unmodified allowance based on service not
subject to the modification for Soclal Security.

In accordance with Section 21628, the allowance payable to a retired member who
chose Option 2, 3, or 4, or the beneficiary of such retirees shall be increased by 15%.
For retirees who chose the Unmaodified Allowance or Option 1, there is no increase in the
retirement allowance but their eligible survivor{s} would receive the post-retirement
survivor allowance upon the retired member's death.

Sections 21624, 21626 and 21628, all together, are appilicable, by amendment, to
contracting agencies. Sections 21624 and 21626 only are available to hew contracting
public agencies,

V. Improved Nonindustrial Disahility Allowance for Local Safety Members Section
21427

The disability retirement allowance of a local miscellaneous and local safety member
would be raised to 30% of final compensation for the first five years of service credit,
plus 1% for each additional year of service to a maximum of 50% of final compensation,

If the member is under age 60, the disability retirement allowance cannot be more than
the service retirement allowance would be if the member were to continue in
employment and retire at age 60. If the regular disability retirement allowance is greater
than the improved disability allowance, CalPERS will pay the greater amount. This
section shall apply only to members who retire for disability on and after the date the
agency elects to be subject to this section.

Vi, Eliminate Sick Leave Payoff

Provisions for sick leave payoff shall be eliminated in SIPOA and IAFF Local 230
Memorandums of Agreements.

VIl. Credit Unused Sick Leave to Service Credit Section 20965

in exchange for eliminating Sick Leave Payoff the following Credit for Unused Sick
Leave Service Gredit Provisions shall apply for up to 1 year of all unused sick leave
hours. Either {two-thousand eighty} 2,080 hours for 40 hour per week empioyee or
2,912 (two-thousand nine hundred twelve) hours for 56 hour per week employee. Sick
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leave hours may he accrued beyond 1 year of service time either (two-thousand eighty)
2,080 hours for 40 hour per week employee or 2,912 {two-thousand nine hundred
twelve) hours for 56 hour per week employee but will be forfeited upon refirement.

Unused accumulated sick leave at time of retirement may be converted to additional
service credit at the rate of 0.004 year of service credit for each day of unused sick leave
{i.e., 250 days of sick leave equals one additional year of service credit).

The City of San Jose will report only those days of unused sick leave that were accrued
by the memhber during the normal course of employment. Additional days of unused sick
leave reported for the purpose of increasing the member's retirement benefit are
prohibited. This benefit will not increase the maximum percentage allowable.

»  With respect to this Fire/POA sick leave proposal, if any law is enacted {via
legislation, ballot propoesition, or the like) that negatively affects (from a financial
perspective) the conversion of sick leave to service credit under this proposal,
then the sick leave elements of this proposal will be nullified and the parties will
return to the status quo as it existed on September 15, 2011 {i.e., with the City
invoking its right o meet and confer with both Fire and POA about the sick leave

cash out).

Vill. Empioyees Sharing Cost of Additional Benefits Section 20516

San Jose Police Officers and San Jose Firefighters eligible for this benefit shall
contribute 1% additional retirement contribution to the cost of pension payments. A max
of 10% of employee contributions towards pension.

This beneﬁt allows a contracting agency or an agency that initiafly contracts with
CalPERS to share the cost of additional retirement benefits with the employees as a
result of a written agreement with the employee group.

No additional valuation is required if one has already heen done for the additional
retirement benefits whose cost is to be shared. The employer’s rate will simply be
reduced by the agreed upon percentage cost sharing.

There are two methods of requesting an actuarial study:

1. If the agreement with the employees specifies a definite percentage increase
in the employee rate, such as 1.0%, 2,0%, etc., the valuation can be done on
that basis.

2. If the agreement with the employee group is indefinite, the agency may wish
to request several valuations, with the employees paying 0.5%, 1.0%, 1.5%,
etc.

There are several points to be emphasized:

1. This provision requires that the employer and the employees agree in writing
to share the cost of the applicable benefits.

2. The increase in the member contribution rate will be effective as of the
effective date of the amendment to the contract. To reduce the percentage
the employees have agreed to cost share at a later date, the agency will need
ta request an amendment to the contract.

3. The increased member confributions will be credited to each member's
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account as normal contributions and will be included in the refund of
accumulated contributions to members who separate from CalPERS covered
employment and elect to withdraw their contributions.

4. Some of the optionat benefits available, such as 1959 Survivor Benefits and
Post- Retirement Survivor Allowance, may not be applicable to all employees.
However, if the agency includes such benefits in conjunction with Section
20516, the contribution rate would increase for all employees in the
applicable member group.

5. ltis also possible to share the cost of formulas other than the minimum
formulas, which are the 2% @ 60 for local miscellaneous and the 2% @ 55
for local safety members.

Section 20516 also permits an employer to make an independent agreement with its
employees to share the cost of any optional benefit without requiring an amendment to
the contract. Any such agreement in a memorandum of understanding, which is
inconsistent with this section, shali not be a part of the contract hetween the agency and
this system.

XL Military Service Credit Section 21024

{a) “Public service” with respect to a local member, other than a schooi member, also
means active service with the Armed Forces or the Merchant Marine of the United
States, including time during any period of rehabilitation afforded by the United States
government other than a period of rehabilitation for purely educational purposes, and for
six months thereafter prior to the member's first employment by the employer under this
section in which he or she was a member.

(b) Any member electing to receive credit for that public service shall make the
contributions as specified in Sections 21050 and 21052. However, any eligible member
who requests costing of service credit between January 1, 2001, and December 31,
2003, may, instead of making those contributions, make the payment calculated under
this article as it read on December 31, 2000, which payment shali be made in the
manner described in Section 21030,

{c) The public service under this section shall not include military service (1) in any
period for which credit is otherwise given under this article or Article 4 (commencing with
Section 20990) or {2) to the extent that total credit under this section would exceed four
years.

(d) Notwithstanding Section 21034, a member may select which of two or more periods
of service entitles him or her t6 receive public service under this section.

{(e) This section shall apply to a member only if he or she elects to receive credit while he
or she is in state service in the employment of one employer on or after the date of the
employet's election to be subject to this section.

(f) This section shall not apply to any contracting agency nor to the employees of any
contracting agency untii the agency elects to be subject to this section by amendment to
its contract made in the manner prescribed for approvai of contracts or in the case of
contracts made after this section takes effect, by express provision in the contract
making the contracting agency subject to this section. The amendments to this section
made during the second year of the 1999-2000 Regular Session shall apply to contracts
subject to this section on January 1, 2601,

X. Fourth Level of 1959 Survivor Benefits Section 21574

This benefit provides a higher level of 1959 Survivor Benefits to survivors of a member
who dies prior to retirement. The benefit is paid in addition to the Basic Death Benefit,
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the 1957 Survivor Benefit, or, if applicable, the Pre-Retirement Optional Setflement 2
Death Benefit but would be reduced by the amount of the Special Death Benefit, if
payable. Concurrent coverage under this section and Social Security is prohibited, but
an agency may provide the benefit for the full formula members of a divided
miscellaneous member group. For agencies first contracting for the 1959 Survivor
Program, members in employment prior to the effactive date of the amendment may
elect not to be covered, however, participation is required for all future hires that are not
covered under Social Security (Section 21577).

A spouse or domestic partner is eligible if he or she (1) has care of eligible children, or
(2} is age 60 or older. Children are eligible if under age 22 and unmarried or disabled
regardless of age.

The monthly allowance payable to eligible survivors under this section is as follows:

Spouse or domestic partner with two or more eligible children;
or three or more eligible children only ..o e $2,280

Spouse or domestic partner with one eligible child; or two eligible children only ... $1,900
One eligible chitd only; or surviving spouse or domestic partner at age 60 or older;

OF AEPENAENT PAMENTS .....eve ettt ettt nee e e eneen s e are $950

The normal cost for public agencies contracting or amending to provide the Fourth Level
will be calculated based on the term insurance funding method. This rate will be
calculated on the pool experience rather than individual employer experience. The actual
employer cost for agencies currently providing 1959 Survivor Benefits who amend to
provide the Fourth Level will vary depending upon each agency's 1959 Survivor funding
level.

If there is a deficit In the agency's 1959 Survivor funding (an unfunded accrued liahility)
based on the Fourth Level benefit, this unfunded liability and the five years of employer
normal costs shall be amortized and paid for over a period of five years, the first
payment bilied in June and due in July following the effective date of the amendment
and the remaining four payments due by July 15, of each following year. If there is a
surplus in the agency’s 1959 Survivor funding, the surplus shall be amortized and used
to offset the five years of emplcyer normal costs.

At the end of the first five years, employers in the Fourth Level pool will pay only the
pool's net premium.

An operative date for this benefit is established at the time of amendment.

X1, Alternate Death Benefit for Local Fire Members Credited with 20 or More Years
of Service Section 21547.7

The surviving spouse, domestic partner or eligible children of a deceased firefighter
member, who is credited with 20 or more years of CalPERS covered service and whose
death occurs while in the employ of a local agency contracting for this benefit, may elect
to receive the Alternate Death Benefit in lieu of the lump sum Basic Death Benefit or the
1957 Survivor Benefit. If the member had not attained minimum retirement age at the
time of death, the Alternate Death Benefit is calculated based on the member's total
service credit with ali employers (including the service credit earned while in the employ
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of the agency contracting for this benefit) as though the member had retired at age 50
and elected Option 2W. Option 2W provides the highest monthly allowance to a
beneficiary.

If the member had attained minimum retirement age at the time of death, the benefit is
calculated as though the member retired on the date of death (from the employing
agency and all previous CalPERS cavered employers) and elected Option 2W. If the
deceased firefighter had not attained the minimum retirement age at death and had
service credit with previous CalPERS agencies, the cost of the Alternate Death Benefit
will be the liability of the employing agency, except for a partial offset of costs resulting
from a transfer of the member's contributions from all previous employers to the
employing agency. The increase in liability not offset by this transfer will be paid by the
agency contracting for this benefit and employing the member on the date of his/her
death. If the deceased firefighter had attained minimum retirement age at death, the
increased cost of the benefit (regardless of whether the member has service credit with
another CalPERS employer) is the liability of the agency contracting for this benefit and
employing the member on the date of his/her death.

Xll. Supplemental Retiree Benefit Reserve

The Supplemental Retiree Benefit Reserve (SRBR) will be closed to all participatory
members in the TIER Il retirement plan. All members who voluntarily irrevocably move
into the TIER H retirement plan shall forfeit all rights to any future SRBR eamings and or

payments.

Xlill. Retiree Health and Dental Care

All TIER Il participants shall receive all Retiree Health and Dental insurance benefits as
TIER [ members.

XIV. Refiree Health Care Pre-Funding

The City and the Union agree to continue to pre-fund the fire and police retiree medical
and dental healthcare benefits as described in both of the current the SJPOA and IAFF
Local 230 memorandum of agreements.

XV. Non-Duplication of Benefits

A retiree may not be simultaneously covered by City sponsored plan-provided medical
benefits as a retiree, and as a dependent of ancther City retiree or City employee.
TIER I: RETIREMENT BENEFITS FOR CURRENT EMPLOYEES

Current Retirement Benefits in effect for both SJPOA and |AFF Local 230 members
respectively shall remain status-quo but for the following provision changes.

I. Eliminate Sick Leave Payoff

Provisions for sick leave payoff shall be eliminated in SIPOA and IAFF Local 230
Memorandums of Agreements.

Il. Credit Unused Sick Leave to Service Credit Section 20965
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In exchange for eliminating Sick Leave Payoff the foilowing Credit for Unused Sick
Leave Service Credit Provisions shail apply for up to 1 year of all unused sick leave
hours. Either {two-thousand eighty) 2,080 hours for 40 hour per week employee or
2,912 (two-thousand nine hundred twelve) hours for 56 hour per week employee. Sick
leave hours may be accrued beyond 1 year of service time either (two-thousand eighty)
2,080 hours for 40 hour per week employee or 2,912 {two-thousand nine hundred
twelve) hours for 56 hour per week employee but will be forfeited upon retirement.

Unused accumulated sick leave at time of retirement may be converted to additional
service credit at the rate of 0.004 year of service credit for each day of unused sick leave
(i.e., 2580 days of sick leave equals one additional year of service credit),

The City of San Jose will report to Retirement Services only those days of unused sick
leave that were accrued by the member during the normal course of employment.
Additienal days of unused sick leave reported for the purpose of increasing the
member's retirement benefif are prohibited. This benefit will not increase the maximum
percentage of retirement allowable.

The City of San Jose shall direct retirement services to perform and add into the
valuation the value of this benefit. The City of San Jose shall be 100% responsible for
the normal cost determined by this valuation. Estimated impact on normal cost to be
0.1%-0.2% of payroll for both groups.

lll. Supplemental Retiree Benefit Reserve

Exchange SRBR on Tier | employees and retirees who will have vested rights for a
Guaranteed Purchasing Power {GPP) plan; permit the fund to re-capture SRBR funds to
be applied against the UAAL.

Both the City and Unions' will support and make a request to the Police and Fire
retirement board to perform a "NEW" valuation that takes into account the SRBR / GPP
changes, and o implement adjusted contribution rates accordingly.

IV. Retiree Health Care Pre-Funding

The City and the Union agree to continue fo prefund the fire and police retiree medical
and dental healthcare benefits as described in both of the current the SJPOA and |AFF
Local 230 memorandum of agreements.

V. Non-Duplication of Benefits

A retiree may not be simultaneously covered by City sponsored plan-provided medical
benefits as a refiree, and as a dependent of another City retiree or City employee.

ALL TIERS:

. Workers Compensation Reform

THE LABOR-MANAGEMENT WORKERS' COMPENSATION SUPPLEMENTAL DISPUTE
RESOLUTION AGREEMENT "LONG BEACH MODEL” SHALL APPLY TO ALL THREE (3)
TIERS. TIER |, TIER II, AND TIER Ill EMPLOYEES,
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This Agreement is pursued pursuant to California Labor Code Section 3201.7(a)(3)(c). Nothing
in this agreement diminishes the entitlement of an employee to compensation payments for total
or partial disability, temporary disability, or medical treatment fully paid by the employer as
otherwise provided in Division 4 of the Labor Code. Nothing in this agreement denies to any

employee the right to representation by counsel at all stages during the alternative dispute
resolution process.

Purpose.

The purposes of this proposal are:

1. To provide active employees claiming compensable injuries under Division 4 of the
California Labor Code {"Workers' Compensation Law") with an expedited procedure
to resolve medical disputes in accordance with Article IV, Section D of this Agreement
to facilitate their prompt return t¢ work;

2. To provide retirees claiming a presumptive injury as defined by California Labor Code
{(hereinafter "Labor Code") section 3212 et seq. with an expedited procedure to
resolve medical disputes in accordance with Arlicle IV, Section D of this Agreement:

3. To reduce the number and severity of disputes between the City and covered
employees, when those disputes relate to workers' compensation; and

4, To provide workers' compensation coverage in a way that improves labor

management relations, improves organizational effectiveness, and reduces costs to
the City.

These purposes will be achieved by utilizing an exclusive list of medical providers to be the sole
and exclusive source of medical evaluations for dispuied issues surrounding covered
employees in accordance with California Labor Code Section 3201.7(c).

The Unions renew its proposal for all three Tiers of employees.

*  Tier il employees will not be a participant or recipient of SRBR.

»  Tier i employees will forfeit SRBR payments and participation upon voluntarily
electing into Tier I, Furthermore, as additional savings, the assets forfeited by Tier I
employees shali be rolled into the retiree medical plan to offset unfunded liabilities.

Tier | employees will be subject to the outcome of bargaining between the City and
Unions,




SJPOA & SJFF Retirement Reform Proposal, dated 11/11/11

Page 15 of 17

SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAFF L.LOCAL 230
RETIREMENT REFORM PROPOSAL

AMENDMENTS (2)

November 1, 2011

Tier il (New Hires)

Tier Il (Actives)

Tier | (Actives)

2% @ 50 years 3% @ 55 years No Change {SJ P&F Plan)
(CalPERS) (CalPERS)
3 Year Average Salary 3 Year Average Salary No Change

Eliminate Sick Leave
Payout

Eliminate Sick Leave
Payout

Eliminate Sick Leave Payout

Sick Leave Conversion

Sick Leave Conversion

Sick Leave Conversion

4th Level Survivor Death | 4th Level Survivor Death | No Change
Benefit (Spouse & Benefit (Spouse &

Children) Chiidren)

Post Retirement Surviver | Post Retirement Survivor | No Change
Allowance Allowance

CPIl with 2% max COLA | CPlwith 3% max COLA | No Change
SJ Health and Dental S.J Health and Dental No Change

Plan for Employee Only
(60%)

Plan (No Change)

“Long Beach®” Worker's
Compensation Dispute
Resolution Process

“Long Beach” Worker's
Compensation Dispute
Resoiution Process

*Long Beach” Worker's
Compensation Dispute
Resolution Process

No SRBR

Eliminate SRBR

SRBR converted to GPP

10% Employee Normal
Cost Sharing

10% Employee Normal
Cost Sharing

No Change; Additional 5%
employee cost-share Fiscal
2012-13

Retiree Healthcare Pre-

funding

Retiree Healthcare Pre-

f“

-Retiree Healthgare Pre-funding

e,

November 11, 2011

2

funding -

{
Rabert Sapien, 3.

President

San Jose Firefighters, IAFF Local 230

Y

By

George tie
Presiden
San Jose Pulice Officers Association
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San Jose Police Officers and Fire Fighters

LOCAL 230

425 E. Santa Clara St,
Suite 300

San Jose, CA 95113
Phong #(408) 286-8718

1151 No, Fourth St.
San Jose, CA 35112
Phone #(408) 298-1133

SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAFF LOCAL 230
RETIREMENT REFORM PROPOSAL
ADDENDUM

1. From July 1, 2012 to June 30, 2013, payments from employees
represented by San Jose Police Officers Association (SJPOA) and San
Jose Fire Fighters, IAFF Local 230 (SJFF) to Retirement Healthcare
prefunding are set forth in Table 1 below. We propose that these
payments be suspended.

2. Instead, in fiscal year 2012-2013, employees will increase contributions to
the pension fund by 5% to offset City costs. *

3. This resulting City savings for fiscal year 2012-2013 wiil be applied to
each respective department’s budgets in order to preserve critical life
safety services.

4. After June 30, 2013, employee contributions fo Retiremeant Healthcare will
resume and increase as indicated in Table 2 below:

Tabie 1: SJFF MOA Adticle 20 - SJPOA MOA Article 50

Current
Schedule 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15
Polics 1% 1.98% 3.23% 4.48% 5.73% TBN
Fire 1.25% 2.5% 3.75% 5%

Table 2: One year contribution diversion from retirement heaithcare prefunding with increased
employee contribution for preservation of vital public safely services in FY 1012-13.

Proposed

Schedule 2009-10 2010-11 201112 2012-13 2013-14 2014-15
Police 1% 1.98% 3.23% 5%* 5.73% TBN
Fire . - 1.25% 5%* 5% 5%

From July 1, 2012 to 2013, the City may suspend contributions to Retiree
Healthcare and apply savings proportionately to Police and Fire Department
budgets. Payments in the following year (2013-14) will resume at a rate not

greater 1.35% higher than the previous scheduled year rate.

Service Impacts: This proposal is estimated to provide 3.5 million dollars for the
Fire Department and 5.8 million dollars for the Police Department. This is 9.3
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million dollars available in employee confributions to preserve vital public safety
services.

This addendum fo the attached proposal wj

AU

bértSapien, Ji, President KZ) Georgd Bexyttie, PreSIdent
San Jose Fireﬂghters IAFF Local 230 San Jdse Pglice Officers Association

xpire (Novw 17, 2011,




POA AND JiAFF, LOCAL 230
AMENDED PROPOSAL RECEIVED OCTOBER 31, 2011

»  With respect to the Fire/POA sick leave proposal, if any law is enacted (via legislation,
ballot proposition, or the like) that negatively affects (from a financiaf perspective} the
conversion of sick leave to service cradit under this proposal, then the sick leave
elements of this proposal will be nullified and the parties will return to the status quo as
it existed on September 15, 2011 (i.e., with the City invoking its right to meet and confer
with both Fire and POA about the sick leave cash out).




San Jose Police Officers and Fire Fighters

LOCAL 230™
425 E. Santa Clara St
1151 No. Fourth St, Suite 300
San Jose, CA 95112 San Jose, CA 95113
Phone #(408) 298-1133 Phone #(408) 286-8718

AMENDMENTS (1)
October 24, 2011

These proposals amend the proposal submitted by San Jose Police Officers
Association and San Jose Firefighters, IAFF Local 230 on September 28,
2011 for retirement reform.

These amendments are in summary form of the issue and will need to be fully
vetted and agreed to by both the City and Unions with the cooperative spirit
necessary to find common ground on the issues.

l. WORKERS COMPENSATION REFORM

THE LABOR-MANAGEMENT WORKERS' COMPENSATION SUPPLEMENTAL DISPUTE
RESOLUTION AGREEMENT “LONG BEACH MODEL"” SHALL APPLY TO ALL THREE (3)
TIERS. TIERSI, TIER I, AND TIER III EMPLOYEES,

This Agreement is pursued pursuant to California Labor Code Section 3201.7(a)(3)(c).
Nothing in this agreement diminishes the entitlement of an employee to compensation
payments for total or partial disability, temporary disability, or medical treatment
fully paid by the employer as otherwise provided in Division 4 of the Labor Code.
Nothing in this agreement denies to any employee the right to representation by
counsel at all stages during the alternative dispute resolution process.
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Purpose.
The purposes of this proposal are:

1. To provide active employees claiming compensable injuries under Division 4
of the California Labor Code ("Workers' Compensation Law") with an
expedited procedure to resolve medical disputes in accordance with Article 1V,
Section D of this Agreement to facilitate their prompt return to work;

2. To provide retirees claiming a presumptive injury as defined by California
Labor Code (hereinafter "Labor Code") section 3212 et seq. with an expedited
procedure to resolve medical disputes in accordance with Article iV, Section D
of this Agreement:

3. To reduce the number and severity of disputes between the City and covered
employees, when those disputes relate to workers' compensation; and

4. To provide workers' compensation coverage in a way that improves labor

management relations, improves organizational effectiveness, and reduces
costs to the City.

These purposes will be achieved by utilizing an exclusive list of medical
providers to be the sole and exclusive source of medical evaluations for
disputed issues surrounding covered employees in accordance with California
Labor Code Section 3201.7(c).
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II. CalPERS VALUATION
“UNIONS WILL BEAR THE EXPENSE”

CalPERS has advised the both the City and its pubic safety Unions that it charges $700
(seven hundred dollars) to perform a valuation on the proposal submitted by San Jose
Police Officers Association and San Jose Firefighters, IAFF Local 230,

CalPERS has also advised that by performing a valuation on the proposal it in NQ-WAY
commits either the City or safety Unions to enter into an agreement for CalPERS to
administer retirement benefits as per the proposal.

San Jose Police Officers Association and San Jose Firefighters, IAFF Local 230 agree to
pay the full cost of $700 (seven hundred dollars) so that CalPERS can engage with
retirement services and acquire the necessary demographic information to perform a
complete valuation of the Unions proposal.

The Unions acknowledge that this valuation will take up to 120 days for a turn-around
performance of the results from CalPERS.

Purpose.

There are a difference of opinion on the value of the savings based upon the Unions
proposal for legal retirement reform between the City’s retained actuary and the
Unions retained actuary. Allowing CalPERS actually perform the valuation without
commitment of entering into agreement will settle all issues as to the savings potential
on retirement reform that the Unions proposal will or will not accomplish. Simply put,
the savings will be verified.

This information is crucial so that all information can be shared and on the table for
debate and deliberation as we all seek to reduce retirement costs in the most efficient
and legal manner.,
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1. SUPPLEMENTAL RETIREMENT RESERVE BENEFIT (SRBR)

The Unionsunderstand that the City has entered into agreements on changing SRBR
benefits with other bargaining units for current entitled employees. The SJPOA and
Local 230 need to understand the legal opinion and process which enables the City to
move forward on changes to SRBR. Once understood the unions can better engage in
the bargaining process on changes to SRBR for Tier | employees.

The Unions renew its proposal for all three Tiers of employees.

o Tier 1l employees will not be a participant or recipient of SRBR.

. Tier [l employees will forfeit SRBR payments and participation upon
voluntarily electing into Tier II. Furthermore, as additional savings,
the assets forfeited by Tier Il employees shall be rolled into the retiree
medical plan to offset unfunded liabilities.

° Tier [ employees will be subject to the outcome of bargaining between
the City and Unions.

October 24, 2011
George Beattie, President
San Jose Police Officers Association

o

_ [ &

. ert Saprer; President
San Jose Firefightets, IAFF Local 230
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LOCAL 230
425 E. Sania Clara S1.

I151 Mo, Fourth St, Suite 300
Sun Jose, CA 95112 San Jose, CA 95113
Phane A(408) 2981133 Phone #(408) 2868718

SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAFF LOCAL 230
RETIREMENT REFORN PROPOSAL

TIER HE: RETIREMENT BENEFITS FOR NEW EMPLOYEES

l._Pension Formula 2.0% @ 60 for |.ocal Safety Members CALPERS Sectlon 21362

The pension hanafit for sligihle employees hired on of after July 1, 2012, shall be
administered by CalPERS and be entered into thelr Section 21362 2% @ 50 Full
Formula. This formula provides to local safely members 2% of pay at age 50 for each
year of service oradited with that employer. The percent per year of service gradually
increases for each age attalnad from 2% at age 50 to 2.7% at age 65+, Local safsty
members subject to the 2% @@ 50 Full Formula contribute 9% of reportabile earnings,

Local safety members who retire after the effsctive date of the contract ameridment will
he subject to this formuta. The lotal allowange for servics retirement under the 2% @ 50
formula cannot exceed Q0% of final compensation.

[._Annual Cosf of Living Allowance Insrease - COLA Section 21336

Allowances for retired members are currently covered by an annual 2,0% maximum
cost- of-living Increass provided the Consuimer Price Index (CP1) factor Increases at
least 2.0%.

For example: COLA for retired members shall be based on an aniual Consumér Price
Indle (CPIY factar with a 2.0% maximum cost-of-living Increase, whichaver Is lowar,

I, Final Average Salary

The period for determining the average manthly pay rate when calouiating retiremént
benefits will be from the Nighest paid conseculive 36 months,

IV. Post Retirement Survivor Allowance: Sections 21624, 21 625, 21628

Upon the deail of a mamber after retirement, an allowance shall he continued to the
sUrviving spouse or domestic partner. A "surviving spouse or domastic parther” means
for sarvice retiremants subject L this section, a hushand or wife who was married o of 2
domaestic partier who was registerad as a domestic partner with the mamber at least
ane year prior to the member's retirement and continuously to the date of the retired
member's death and for disability retirements subject fo this section, a hushand or wife
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whao wag married to or a domestic pariner who was registered as a domestic pariner with
the member on the daie of his or her retiremant and continuously to the dato of his or
har death,

If there is no surviving spause or domestic partner, or If the spouse or domeastic partner
later dies, the allowance shall be continued to the eligible unmarried children collettively
untl all have reached age 18, Eligible children include disabled children over age 18 if
the disability begins prior to age 18, If there (s no survlving spouse or domestic partner
or eligible child or children, the benafit would be paid to the suirviving parant or parents of
the deceased member who were dependant upon the membar for support. If, at effective
date of retirement, the member has no surviving spouse, domestic pariner, sligible
children, of dependent parenits and alected an optional setilement, no allowance urider
this section shall be pald.

The allowance payable to the survivor(s) of a member who retires after the employer
includes Sections 21624, 21626 and 21628 in its contract is determinad as follows:

a. One-yuaiter of the retired member's unmodifled allowance based on service subject
to the modification for Social Securily; or

b, One-half of the refired member's unmodified allowance bassd on service not subjsct
ta the modification for Sacial Security.

In accordance with Secticn 21628, the gllowsnce payable to a refirad member who
chosa Option 2, 3, or 4, or-the beneficlary of such retirees shall be increased by 15%.
For veliress who chose the Unmodified Allowance or Optlon 1, there is na increase i the
ratirement allowance but their eligible survivor(s) would ressive the post-retirement
survivor allawance upon the retired member's death.

Sectlons 21624, 21626 and 21628, all together, are applicablg, by amendment, to
conhiracling agencles. Sectlons 21624 and 21626 only are available to new contracting
public agencies.

V. Improved Nohindustrlal Disability Allowance for Lacal Safety Members Section

21427

The disability refirement aliowsnice of a local miscellanecus and local safely member
would be raised to 30% of final compensation for the first five years of service oredit,
plus 1% for each additional year of servica ta a maximuin of 50% of final compensation.

If the member {s under age 60, the disability relirement allowance cannot he tihore than
the service retirement. aliawarice wauld be If the member were to continue In
employment and refire at age 60. If the ragular disability retirement allowance is greater
than the improved disabilily allowance, CalPERS wili pay the greatér amount. This
section shall apply only to members who retire for disabillty on and after the date the
agency slecls to i subject to this section,

V1. Improved Intlustrial Disabifity Alldwanes for Local Safety Membors Sectlon
21430

It the Workers' Compensation Appeals Board permanent disability rating percentage Is
greater than 50%, the samie percentage (up to a maximurn of 80%) will be used as the
percentage of final compensation to calculate the CalPERS industrlal disability
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retirement allowance. This section shall apply only fo members who retive for disakillly
oh and after the date the agency elecls to bz subject to this section,

V0. _Credit Unused Sick h.eave to Service Gredit Section 20965

Unused acoumulated sick leave al lime of relirement may be converted to additional
service credit at the rate of 0.004 year of service cradit for each day of unused sick lsave
(l.e., 250 days of sick leave equals ons additional year of servica credit),

The City of San Jose will report only those days of unused sick leave that were acerued
by the member during the normal course of employment, Additional days of unused sick
leave roported for the purpose of Increasing the matmber's retirement bensfit are
prohibited. This benefit will nol increase the maximum percentage allowable.

Vill. Empioyees Sharing Cost of Additional Benefits Section 20516

$an Jose Palice Officers and San Jose Firefighters eligible for thig benefit shall
contribute an additional 1.0% toward retirement contribution 1o lowsr the cost of the
Clty's pension paymetits. This additional 1.0% shall be oradlited to each members
normal cost, for & maximurm-of 10.0% employes confribution towards pension niormal
cast,

This benefit allows & confracting agency or an agency thatinitlally contiacts with
CalPERS to share the cost of add|tional retirement benefits with the employees as a
result of a written agreement with the employse group.

Ne additional vaiuation I required if one has already been done for the additional
refirement benefits whose cost is to be shared. The emplayer's rate will simply be
reduced by the agreed upon percentage cos! shating.

There are two methods of requesting an actuarial study:

1. I the agreement with the employees specifles a definite percentage increase in the
amployee rate, such as 1.0%, 2.0%, elc., the valuation can be done on thal
basis,

2, If the agreement with the amployea group Is Indefinite, the agency may wish to
request several valuations, with the employaes paying 0.5%, 1.0%, 1.5%, etc.

There are several points to be emphasized:

1. This provision ragquires that lhe employer and the employées agree In
writing to share the cost of the applicable benefits,
2, The increase in the member conlribution rate will be effective as of the

effective date.of the amendment o the contract: To reduce the _
percentage tive employees have agreed to cost share &t g |ater date, the
agency will eed to request an amendment to the conbract,

3. The increased menther contributions will be credited to each member's
account as normal contributlons and will be included In the refund of
accumulated contributions to members who separate from CalPERS
covered employment and efect to withdraw thelr goritrlbltions.

4, Some of the optional benefils avallable, sucly as 1959 Survivor Benelits
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and Post- Retirement Survivor Allowatics, may not be applicable to all
employess. Howeaver, if the ageney includes such benefits in conjunclion
with Section 20518, the contribution rate would increase for all employees
in the applicable member group. '

‘5. It is also possible lo share the cost of formulas othsr than the minimum
formulas, which are the 2% @ 60 for local misaellaneous and the 2% @
55 for local safety membars,

Section 20516 aiso petmits arr emplayer to make an independent agresment wilh its
employees to share the cosl of any optional benefit without requiring an- amendment o
the contract. Any such agreement in a memorandum of inderstanding, which is
inconsistant with this section, shall net be a part of the tontract between the agency and
this systent.

1X. Military Service Credit 21024

{a) "Public service” with respect 1o a local member, other than a schoo) member, also
means active service with the Armed Forces or the Marchant Marine of the United
States, Includling tinis during any perlod of rehabililation afforded Ly the Unlted States
government other than a period of rehablitation for purely educational purposes, and for
six months thereafter prior o the member's first employtment by the employer under this
sectlon in which he or she was a member.

(b} Any member electing to receive credit for that public service shall make the
contributions as specified i Sections 21060 and 21052, Hawsver, any eliglble member
who requests costing of service credit belwasn January 1, 2001, and December 31,
2003, may, Instead of making those contributions, make the payment calculated under

this article ag it read on December 31, 2000, which payment shall be made in the

manner describad in Saction 21050,

{c) The publie service under this section shall not Inchude military service (1) In any
period for which credit is otherwise given under Ihis article or Article 4 {commencing with
Section 20880} or (2} 1o the extent that tolal credit under this saction would exceed four
yaars.

{d) Notwithstanding Ssction 21034, a wember may select which of two or more perods
of service entitfes hiin or her to receive public service under this section.

(¢) This section shall apply 1o & member onfy If he or she olests to recsive credit while
he or sha s i state service in the employment of one employer on or after the date of
he' employer's etection to be subject to this saction.

{f} This section shall not apply to any contracting agency nor to the amploysas of any
confracting agency urtit the agency elects ta be subject to this section by amendment to
its contract made in the manner prescribed for approval of contracts or inthe case of
contracts made after this section takes sffect, by ekpress provision in the cantract
making the contracting agency subject to this section. The amendments to this seciion
made during the secand year of the 1999-2000 Regular Session shall apply to contracts
subject to this saction on January 1, 2001,

X: Fourth Level of 1959 Survivor Benefits Section 21574

This benefit provides a higher level of 1959 Survivor Benefits to survivors of & marbar
who dies prior to relirement. The benefit Is pald in addition 1o the Basic Death Baneflt,
the 1957 Survivor Benefi, or, If applicable, the Pre-Retirement Optiorial Setilemant 2
Death Benafit but would be reduced by the amount of the Spaclal Death Benefit, if
payable. Concurrent coverage under this section and Social Security is prohibitad, but




SJPOA & SJFF Retirement Reform Proposal, dated 9/27/41 Paije 5ol 14

an agency may provide the benefit for the full formufa members of a divided
miscsllanecus member group, For agericies first contracting for the 1959 Survivor
Program, membaers in amployment prior to tha effective date of the amendment may
elect not to he coverad, however, participation is required for all future hires who are nol
covered under Social Security {Sactlon 21577).

A spouse or domestic partner is efigible if he or sha [1) has care of eligible children, or
(2) is age 50 or oldar. Children are eligible If under age 22 and tinmarried or disabled
regardisss of age.

Tha monthly allowance payable fo eligible survivors under this section Is gs follows;

Spouse or domastic partner with two ar more eligible children; o
or thrae or mare eligible children onlY o, Miere e e e rerenner s $2,280

Spouse or domestic partner with one eligible child; or Wwo eligible children only ... $1,900
One eligible child only; or surviving spouse or domeslic parinar at age 60 or older;

ar depandont PAFENIS ..ot e st e esene e 3050

The normal eost for pubfic agencles contracting or amending to provide the Fourih Leval
will be calculated based on tha ferm Inswranee funding method. This rate will be
calculated on the pool sxperiéence rather than individual employer experience. The actuzl
amployer cost for agencies currently providing 1959 Surviver Benefits who amend to
provide the Fourth Level will vary depending upon each agency's 1959 Survivor funding
level.

Ifthare Is a deflclt in the agency's 1959 Survivor funding (an unfundsd accrued liability)
based on the Fourth Level benefit, this Lunfunded Habliity and the flve years of amployer
normal costs shall be amorlized and paid for over a perlod of five years, the first
payment billed in June and due In July following the effectiva date of the amendment
and the remaining four payments due by July 15, of each following year. ifthere Is a
surplus in the agency's 1959 Survivor funding, the surplus shall be amortized and usad
lo offset the five years of employer normal costs,

At the end of the first five years, eriaployers in the Faurih Level pool will pay only the
poc!'s net premium,

An operative date for this beneflf is astablished at the time of amendment.

Kl Alternate Death Benefit for Local Fire Members Greditad with 2
Years of Service Section 21647.7

The surviving spouse, domestic partner or eligible children of a deceasad firefighter
member, who Is credited with 20 or more years of CalPERS covered service and whose
death oocurs while in the employ of & local agency contracting for this benefit, may eléct
to racelve the Aternate Death Bensfit I ey of the lump sum Basic Death Benefit or the
1957 Survivor Benefll. if the member had not attained minimum retirement age at the
time of death, the Alternate Death Benefit is calctlated basatd on the member's total
service credit with all employsts (including tha service credit earned while in fhe employ
of the agency contracting for this bensflt) as though the member had retired at age 50
and elected Optlon 2W. Option 2W provides the highest monthly allowance to a
beneficlary,
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If the member had aitained minimum retlrement age at the imo of death, the benefitis
calculated as though the member retired on the date of death (from the employing
agency and all previous CalPERS covered employers) and slected Oplion 2W, If the
deceased fireflghter had not attained the minimum retiremant age at death and had
sarvica credit with previous CalPERS agencias, the cost of the Alternate Death Banefit
will be the liability of the employing agency, except for a partial offset of costs resulling
from a transfer of the mamber's contributions from alf previous employers ta the
employing agenay. Thi increase it liability not offset by this transfer will ba paid by the
agency contracting for this benafit and ermploying the member on the dale of histher
death. If the deceased firefighler had attained minimum retirement age at death, the
increased cost of the benefit {regardiess of whether the member has service eredit with
another CalPERS employer} is the llability of the agency contracting for this benaefit and
etnpleying tha member on the date of his/her death,

X, Supplemental Retires Bonefit Resarve

The Supplemental Refiree Bansfit Raserve (SRBR) will be glosed to ali participatory
members In the TIER HI refiremnent plan.

XW. Retiree Health Care

An eligible full time employee whe is hired on or after July 1, 2012, shall be ellgitle to

receive 50% of the conlribution towards the lowest cost premium for g non-deductible

medical insurance pian, single coverage. Provided if the employes mests the following

criteria;

1. Has completed at least twenty (20) yaars of retirement service cradit in the CalPERS
retirement plan,

X. Disability Retirees Health Care

An aligible full time empioyee who is hired on or after July 1, 2012, and Is granted a
service connected disability relirement shall be eligible to raclave 50% of the contribution
towards the lowest cost single non - deductible medical nsurance plan regardless of
yaars of service.

Xl Nen-Duplication of Benefits

A retires may not be simultaneousty covered by City spunsored plan-provided medical
benedils as a retires, and as a dependent of another City refiree or City omployes.

XIL_Retires Dontal Insurance

An eligihle full time employee who is hired on or after July 1, 2012, shall ba sligble to

reciave 50% of the contribullon fowards the lowest cost single non - deductible dental

insurance plan. Provided if tha employee maets the following criteria;

1. Has completed at feast Wwenty (20) years of refirerient service orédit in the CalPERS
refiremant plan.

An eligible full time employee who Is hized onor after July 1, 2012, and is granted a
service connected disabllity relirement shall b eligible to redieve 50% of the contribution
lowards =z single non deductible derdal Insurance plan regardless of vears of service.
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XU, Surviving Dependants - Emploves killed [n the line of duty

Surviving dependents of an employes killed in the line of duly, shall be sligible to receive
50% of the contribution towards the bwest cost single non - deductible medical and
dental insurance plan.

XIV. Retires Health Care Pre-Funding

The City and the Union agree to continue o pre-fund the fire and police retlree medical
and dental healthcare boneflis as dascribad In both of the current the SJFPOA and IAFF
Local 230 memorandum of agreements.

TIER I VOLUNTARY RETIREMENT BENEFITS ELECTION FOR CURRENT
EMPLOYEES

On or before March 1, 2012 active employses shall make a voluntary ¥Frevocable
daaision to have CalPERS administer their perision benefits baginaing July 4, 2012, Any
employgs hited between March 1, 2012 and Jute 30, 2012 shall have TIER || penslon
bensfits.

L._Pension Foymula 3 0% @ 85 For Local Safety Members Section 21363.1

This formula provides to local safety members 3% of pay st ape 55 for each year of
service credited with that employer. For members who relire earlier, the percerdage of
pay is reduced to 2.400% at ags 50, which gradually increases for each attained age to
3% at age 564, Local safely members subject to the 3% @ 55 Full or Supplementsl
formulas contribute 8% of reportable eamings. Thoss covered under the 3% @ &5
ModHled formula (coordinated with Soclal Secuiily) cortribute 9% of repartable sarnings
in excess of $133.33. (A formula change affacting ths members' contribution rale
requires an etection of the affected members,)

Local safety memhers who retire after the effective date of the confract amendrmiant wiil
be subject to this formula. The fotal allowance for service retirement under the 3% @ 55
formula cannot exceed 0% of final compensation.

li. Cestof Living Allowance - COLA Section 21336

Allowances for retired misimbers of the TIER | retirement plah shall be an annuial 3.0%
raaximum cost-ofiving increase provided the Consumer Price Ihcex (GPY) factor
Increases at least 3.0%.

il _Final Averayes Salary

The peried for determining the average monthly pay rale when calculating retirement
henefis will e from the highest pald consecutive 36 months,

IV, Post Retirement Survivor Allowance: Sections 21624, 21626, 21 628

Upon the death of a member after ratirement, an allowance shall be continued to the
surviving spouse or domestic pariner. A "surviving spouse or domestic partner” means
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far service refiraments subject to this seetion, a hushand or wife whi was married to o g
domestic partner who was registerad as a domestic pariner with the member at lsast
one year priar to the member's retirement and continuously to-the dats of the refired
member's death and for disability retirements subject to this section, a husband or wife
who was married to or a domestic pariner who was registerad as a domestic partner with
the member on the date of his or her retlrement and contindously to the date of his or
her death.

If there is no strrviving spouse or domestic partner, or If the spouse of domestic partrer
later dies, the allowance shall be continued to the eliglble unmarried children collectively
until all have reached age 18. Eligible children include gisabled children cver age 181
the disability begins prior to age 18, i there is no surviving spoiise or domastic partrier
or eligible child or childran, the benefit would be paid to the surviving parent or parents of
the deceased member who wers dependent upon the member for support, If, at effective
date of retirement, the member has no surviving spouse, domestic partner, eligible
children, ar dependent parents and elected an optional settlement, no alloweance under
this section shall ba paid.

The allowance payable to the survivor(s) of @ member who retirss aftar the employer
includes Seclions 21624, 21628 and 21628 in its contract Is determinad as follows:

a. One-guarter of the retired member's unmodified allowance based on service subject
to the madification for Social Security; or

b. One-half of the retired rmember's unmodified allowance based on service not sublect
to the madification for Soelal Security,

In accordance with Section 21628, the allowance payable 1o a rélitad member who
chose Oplion 2, 3, of 4, or the beneficiaty of such retirees shall be increasad by 15%.
For relirees who chiose the Unmodified Allowance ar Option 1, there is no increase in the
retirement allowance but their efigible survivor(s) would receive the post-istirement
survivor allowance. upon the retiréd member's death.

Seclions 21824; 21626 and 21628, all together, are applicable, by amendment, 1o
contracting agencies. Seclions 21624 and 21626 only are availablo to new contracting
public agancles.

V. Improved llity Allowance for Local Safety Members Sactlon
21427

Nonlndustrial Disab

The disabillity retirement altowance of a local miscellanaous and (ocal safely member
would be raised to 30% of final compensation for the first five years of service credit,
plus 1% far each additfonal year of service to a maximum of 50% of final carmpensation.

Ifthe member is under age B0, the disabillly relirement allowance cannot be more than
the service retirement allowance would be if the member were ta continus in
employment and retire at age 60, If the regular disablllty retirement aflowance is greater
than ths improved disability allowdnce, CalPERS will pay the greater amount, This
section shall apply only lo members who retire for disabllity on and after the date the
agency elects to be subject to this soction,

Vi, Improved Industrial Disability Allowance for Lotal Safety Meimbers Section
21430
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If the Workers' Compensation Appeals Board permanent disability rafing percéntage is
grealer than 50%, the same parcentage {up to a maximum of 90%) will ba used as the
percantage of final compensation to calculale the CalPERS industrial disability _
retirement allowance, This seclion shall apply only to members who retire for disability
on and after the date the agency slects to be subject to this section.

Vil, Eliminate Sick Leave Payoff

Provisfons for sick leave payoff shall ba sliminated in SJPOA and IAFF Local 230
Memorandums of Agreaements,

Vil Credit Unused Sick Leave to Service Credit Section 20965

In exchange for eliminating Sick Leava Payoff the fotlowing Cradit for Unused Sick
Leave Service Credit Pravisichs shall apply for up to 1 vear of all unusad sick leave
hours. Either (two-thousand sighly) 2,080 hours for 40 hour per weel gmploysa or
2,912 (two-thousand nine hundred twelve) haurs for 56 hour per week employes. Sick
leave hours may be accrued beyond 1 ysar of service time either (twa-thousand sighty)
2,080 hours for 40 hour per week employes or 2,812 {two-thoiisand nine hundred
twelve) hours for 56 hour par week employee but will be forfeited upan retirement.

Unused accumulated slek leave at time of retirement may be convarted to additionsl
service credll at the rate of 0.004 year of service cradit for each day of unused sick lsave
{L.e., 250 days of slck lsave equals one additional year of service credil),

The City of San Jose will report only those days of unused siol leave that were acorued
by the member during the nermal course of smployment. Additlonal days of unused slok
leave reported for the purpose of increasing the member's refirement benefit are
prohibitad. This banefit will riot increase the maxtmum percentage allowable,

XIV. Employees Sharing Cost of Additional Benefits Section 20616

San Jose Police Officers and San Jose Flrefighters ollgible for this benetlt shall
contribute 1% additiona! retirement contribution to the cost of pension payments, A max
of 10% of employee contributions towards pension. )

This benefit allows a contraciing agsncy or an agoncy that initially contracts with
CalPERS to sharas the cost of additlonal retirement benefits with-the employess as a
resutt of a written agreement with the employee group. :

No addltional valuation s required If one has already been done for the additional
retiroment beriefits whose cost is to bie shared. The employer's rate will simply be
raduced by the agreed upon percentage cost sharing,

There are two methods of requesting an actuarial study:

3.1f the agreement with the employess specifios a defirite percentags incraase in the
employee rate, such as 1.0%, 2,0%, stc., the valuation can be done on that
basls,

4.1 the agreement with the emplayse group is ndefinite, the agency may wish ta
request several valuations, with the employess paying 0.5%, 1 D%, 1.5%, alc.
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There ate several points to be emphasized:

8. This provision requires that the employer and the smployess agree In writing to share
the cost of the applicable bensfils, _

7. The increase In the mearber contribution rate will be sffective as of the effective date
of the amendment to the contract. To reduce the percentage the employaes have
agreed to cost sharz at a later date, the agency will nead to reguest an
amendment to the contract,

8. The increased mamber coniributions wil be credited to sach member's account as
normal centributions and will bs included in the refund of acoumulated
confributions to members who separate fram CalPERS covered amployment and
elsct to withdraw their contributions. _

9. Some of the optionial benefits available, such as 19569 Survivor Banafits and Posl-
Retirement Survivor Allowance, may not ba appilcable fo all employess.
Howsaver, If the agency includes such benefits in conjunction with Section 205186,
the contribution rate would increase for alf employees in the applicable member
group.

10.  ltis also possibla to share the cost of formulas other than the minimum formulas,
which are the 2% @ 60 for local miscellaneous and the 2% @ 66 for local safely
membears,

Section 20618 also permits an empleyer to make an independent agreement with its
employees to share the cost of any optional benelit without requiring ah amendment to
the contract. Any such agresment in a memerandum of understanding, which is
inconsistent with this section, shall not be a part of the contract belween the agency and
this system.

X. Military Service Cradit Ssction 21024

(@) "Publiv service” with respect to a local member, other than & schoal member, also
means aclive service with tha Armed Forces or the Merchant Marine of the United
States, including time during any perlod-of rehablitation afforded by the United States
govemment olher than a perlod of rehabilitation for purety edacatianal purpases, and for
six manths thereafter prlor to the member’s first emplayment by the employer under this
section in which he or she was a member, _ '

{b) Any member electing to recelve cradit for that pubilc servive shall make the
contribulions as specified In Sections 21050 and 21052, However, any sligible member
who recuests costing of sefvice credlt between January 1, 2001, and Dacember 31,
2003, may, instead of making those confributions, make the payment caleulated under
Ihis article as it read on Decembier 31, 2000, which payment shall be made In the
manner described in Section 21050.

(e} The pubiic service under this saction shall hot include military service {1} irvany
periad for which cradit is olherwlse given under this article or Artlcle 4 (cammeiicing with
Section 20090) or (2) to the extent that total éredit under this section would excesd four
years,

{d) Notwithstanding Section 21034, a member may selact which of two or mere periods
of service entitfes him or her to receive public service under ihis section, '

(e} This section shall apply ta & member only if he or she slects to recalvs credit while
he or she s in state servics in the employment of ane employer on or after the date of
the employer's elaction to be subject to this section, '
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{f) This section shall not apply to any centracting agency nor to the emplayaes of any
contracting agency until the agency elects to be subject to this section by amendment to
s contract made in the manner prescribed for approval of contracts or in the case of
contracts made efter this sectlon takes effect, by express provision in the conlrast
making the contracting agency subject to this section. The amendments to this seclion
mads during the secohd year of the 1898-2000 Regular Session shall apply to contracts
subject 1o thls section on Janiuary 1, 2001,

Ab_Fourth Level of 1359 Survivor Benofits Section 21674

This benefit provides a higher level of 1959 Survivor Benefits to survivars of & member
wha dies prior to retirement. The henefltis paid in addition lo the Basic Death Benafit,
the 1957 Survivor Benetit, or, if applicable, the Pre-Retirament Optional Settlerment 2
Death Benefit but would bie reduced by the amount of the Special Daath Bansfit, if
payable, Concurreht coverage under Lhis section and Sogial Security is prohibited, hut
an agency may provide the benefjt for the full formula members of a divided
miscellaneous member groLip, Fot agencies first contracting for the 1958 Survivor
Program, members in employmant prior ta the effective tate of the amendment may
elact not to ba covered, however, participation is required for all future hires wha are not
covered under Soclal Securily (Sec:t on 21577),

A spouse or domestic partnet is efigible if he or she (1) has care of sligible children, or
(21 ¢ age B0 or older. Childran are eligible if under age 22 and unmarried or disabled
regardless of ags,

The monthly allowance payable to eligibles survivars uhder this section 1s as follows:

Spouse or domastic partner with twa or more efigible children;
or three or riore eligible ChIlAMBN ONIY oo s sassess e s 52,280

Spouse or domestic parlnar with one eligitle child; or two efigible children only ... 31,900
One eliglble child only; ar surviving spouse or domestic partner at age 60 or older,

OF hOPBATBIE PAFSIS it citisie it T v g $950

The normal cost for public agencies contracting or amending to provide the Fourth Level
will be calculsted basad on the term insurance funding method. This rate will be
cakeuiated on the pool axperiame rather than Individuel employer experience. The actual
employer-¢ost for agencies currently providing 1958 Surviver Benafits who amend to
provide the Fourth Laval will vary depending upon each agency's 1959 Survivor funding
laval.

if there is a deficit In the agency's 1959 Survivor funding (an unfunded accrued liabil ity)
based on the Fourh Level benefil, this unfunded liability and the five years of eiiployer
normal costs shall ba amorilzed and paid for over a period of five ysars, the first
payment billed in Juna and dug it July following fhe sffective date of the amendiment
and {he remaining four payments dus by July 15, of each following year. If there Is &
surplus In the agency's 1952 Surviver funding, the surplus shali be amortized and used
to offset the five vears of employer normal costs.

At the end of the first five years, emplayers In tha Fourth Lavel poal will pay only the
pool's net premiunt.
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An operative date for this beneflt | established at the time of amendmari,

XIL_Alternate Death Benefit for Local Fire Menbers Credited with 20 or More
Years of Sewvice Section 21547.7

The surviving spouse, domestic pariner or ellgible children of a deceased freflighter
member, who is credited with 20 or more years of CalPERS coversed service and whose
death occurs while in the employ of a local agency contracting for this benefit, may elect
to racsive the Alternate Death Benefit in isu of the lurp sum Baslc Dealh Benefit or the
1957 Survivor Benefit, If the member had not attained minlmum retiremetit age at the
time of death, the Alternata Death Benefit Is. caleulated hased on the member's tolal
service cradil with all employers (including the service credit earned while in the smploy
of the agency coniracting for this aneflt) as though the member had retired at age 60
and elscled Option 2W, Option 2VV provides the highest monthly allowance to a
beneficiary.

If the member had attained minimum retirement ags at the time of death, the benefitis
caleulated as though the member retirad on the date of death (from the.employing
agency and all pravious CalPERS covered employers) and elacted Option 2W. If the
deceased firefighter hat not attained the minimum retirement age at death and had
service credlt with previous CalPERS agancles, the cost of the Alternate Disatls Berefit
will be the liability of the employing agency, except for a parilal offset of costs resulting
from a transfer of the member's contributions from all pravious employers to the
smploying agency. The increase in liabillty not offset by this transfer will be paid by the
agency caritracting for this benefit and employing the member on the date of hisher
death. If the deceased firefighter had altained minimum retirement age at death, the
Increased cost of the benef’ t {regardiass of whether the member has service credit with
another CalFERS smployer) Is the ifabflity of the agency contracting for this banefit and
armploying the member on the date of histher death.

XVl Supplemental Retirce Benefit Reserve

The Supplemental Retiree Benefit Reserve (SRBR) will be dlosed to alf participatory
merrnbers it the TIER |l retirement plan. All mambers who voluntarlly frrevocably move
info the TIER Il retfirement plan shall forfelt all rights to any future SRBR earnings and ar

payments.

Xill. Retirse Health and Dental Care

Al TIER (| participants shall recsive all Retiree Heallh and Dental Instrance benefits as
TIER I'miembars,

XV, Retiree Health Gare Pra-Fundine

Tha: City and the Unloh agrés to continue to pre-fund the fire and police retiree medical
and dental healthcare benefits as describad In both of the current the SJPOA and IAFF
Local 230 memorandum of agreaments.

AV, Non-Duplication of Benefits

Aretiree may nol he simultaneously coversd by City sponsored plan-provided medical
benefits as a retiree, and as a depandent of anather City retiree of Clty amployee,
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TIERI: RETIREMENT BENEFITS FOR CURRENT EMPLOYEES

Current Retirement Benefits in effect for both SJPOA and IAFF Local 230 membors
respeclively shall remnain status-quo but for the fallowlng provision changes.

I, Eliminate Slck Leave Payoff

Provislons for slok leave payoff shall be ellminated in SJPOA and IAFF Logal 230
Memorandums of Agreements,

._Gradit Unused Sick Leave to Service Cradit Section 20965

In exchange for eliminating Sick Leave Payoff the following Credit for Unused Sick
Leave Service Credit Provisions shall apply for up to 1 year of all urused sfck leave
hours. Either {two-thousand aighty) 2,080 hours tor 40 hour per waek employee or
2,912 (two-thousand nine hundred twalve) hours for 56 hour per wesk employis, Sick
leave hours may be accruad beyond 1 year of service time either (two-thousand eighty)
2,080 haura for 40 hour per weesk employse or 2,912 (iwo-thousand nine huhdred
twelve) haurs for 58 hour per wesk employee but will be forfelted upon retiremant.

Unused accumulated sick leave at time of retiremant may be converted to additional
service credit at the rate of 0.004 year of service cradit for each day of unused sick leave
(L.e., 250 days of sick leave equals one additional ysar of service oredif).

The Clty of San Jose will repoit 1o Retirement Services only those days of unused sick
leave that were accrued by the member during the normal course of smploymeani.
Additlonal days of unused sick leave reported for the purpose of increasing the
member's retirerent benefit are prohibiitad. This benefit will not Increase the maximum
percentage of retirement alfowable.

The City uf San Jose shall direct retirement services to parferim and add into the
valuation the value of this benefit. The City of San Jose shall be 100% responslible for
the normal cost determined by this valuation. Estimated impact on normal cost to be
0.1%-0.2% of payroll for both groups.

I, Supplemental Retiree Benefit Regerve

The San Jose Police Officars Assotiatian and San Jose Firefighters, IAFF Looal 230
agrae to disouss and determine legal and eqtiltable ways to address the Supplemental
Retiree Benefit Reserve (SRBR) program in the Police and Fire Department Retlrament
Plan.

Either the City or the Unions, may pravide notice to the other of its raquest to discuss the
SRER program. Upon such notice, the parties shall continiie thege discussions within
ten (10) calendar days after the City or Unlon receives notice from the other.

The Gity and Unfon shall meet and confer in gaod faith In an affort to reach an mutyal
agreement, Ifthe parties are at Impasse and no agreement Is reached on thoss lssues
that are a mandatory subject of bargaining, the parlies shall submit such issues for
determinalion in accordance with the appllcable provisions under Clly Charter section
i
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IV, Retivee Health Gare Pre-Fundin

The City and the Union agres to continue lo prefund the fire and police retiree medical
and denta! healthcara banefifs as desciibed in both of the current the SJPOA and JAFF
Local 230 mamorandum of agreements,

V. Naon-Duplication of Beneilis

A refiree may not be simullansously covered by City sponsored plan-providad medical
behefits as a retiree, and as a dependent of another Gity retirge or Cily employee,

September 27, 2011

Robert Sapien, Jr. George Bealtie
President President
San lose Firefighters, IAFF Local 230 San Jose Palice Officers Association







CITY OF &

SAN JOSE  Office of the City Manager

CATITAL OF SILICON VALLEY EMPLOYEE RELATIONS
SENT VIA EMAIL

October 28, 2011

George Beattie

President

San Jose Police Officers’ Association
1151 North Fourth Street

San Jose, CA 95112

Robert Sapien

President

San Jose Fire Fighters, IAFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 95113

RE: Retirement Negotiations
Dear George and Robert:

This letter confirms that, based on our discussion during the negotiation session held this
afternoon, and pursuant to the Framework for Retirement Reform And Related Ballot
Measure Negotiations, the parties will participate in mediation. The mediation will commence
on November 4, 2011, at 1:30 p.m., in City Hall Tower, Room 1734. Mr. Paul Roose from the
State Mediation and Conciliation Service will serve as the mediator.

Sincerely,

LLLE

Alex Gurza
Director of Employee Relations

c Paul Roose, State Mediation and Conciliation Service
Gina Donnelly, Deputy Director of Employee Relations
Jim Unland, Vice President, POA
John Tennant, General Counsel, POA
Gregg MclLean Adam, Carroll, Burdick & McDonough LLP
Jeff Welch, Vice President, San Jose Fire Fighters, IAFF, Logal 230
Chris Platten, Legal Counsel, San Jose Fire Fighters, |IAFF, Local 230

200 East Santa Clara Street, San José, CA 95113 tel (408) 535-8150 fax (408) 202-6436 www.sanjoseca.gov







PROVASSIONAL % TEGHNIGAL ENGINERRS, LOCAL 2%, AFL-CIO
A Oigipisitich of Profgislonal, Teelnical, imd-Adifnisthative Buplobees

Pesembers, 2011 - ‘ .

- Honerails Mayorarid Gy Gourtel

Offy of Sap Jose. | :
" 200 East Senfa Slata Shdst -
Sail Jode, CA 85113

RE:  Gopsidefationof Action on 2 Ballot Measureron Pansion Refarh
fEotiT 3.4 . T

. Tear Mayor-and Eoﬂ?hcll,

IFPTE Loval 21 15 giipportive ofmany e!éments contalngd] withii the themarardum wyitten by

. Counciimembers Rocha aid Pyle, Wo ara cattainly interestéd In cantining niediation as was wrlttért In

the editorial pages of fie Meicury News foday. -

Es stich, we Wa'ﬁgaﬁ to agsyrs You tiat we.afe Lhderstanding of Yout desls fo plavs a pedslon feform
msagure before tie vofers Inine and riot have ahy undue delay il hatfespective tineline. To ensure
1hat does not Hdppih we ars providing you with-the following comtinitiient:

IFPTE Logal 21 welyes #ddifional finpasses procedures thatweuld Inkibit oy aliiity to conthiite
meiatiofi apd Work toward o riégatialed agrebmefit off fefirement feforin.and refatgd ballgt
fgasure; Spedifeally we would wafve any.folitfeufiizeAB 845'ds pait of these gontinuing
fagotiationg. ahd we Undersiand theta Juha 2012 eléglion wWould raquite any. ddrdement fo hé
v:;te{g onl thé-foith of a ballot measute by the offy sounsf 88-déis pitor fo sald Juns.2092
pleciion. . ) '

A negotiated dgresmentis the best salutts i to enact lawfil pensidn reform thisf will imptove otr eolleciive
ability to provide quallly services to Sam Jose residents. . o

Higearaly,

Nancf/l, Getrowski
[FPTE Fogal21 SenloyStaff
Challr ofthe'San Jose.Cgalition

" Ger BEABargaining Team

. AMSP Bargaining Team
‘CAMP Bargaliing Team
Chilstophar Platen, Esq.
Alox Gurza ‘

-Ffain Ofitop: 1182 Matket Streat; Room25"Sap Branclsen, €A 94182 1415 sqd-a10n e a 15 8642166
South Bay Uffice: 4 Noith Scoond Stredt, Sutte430 San Tose, €A 95113 73408 2002200 I 408 2012203
Lo wew.ifpte2lorg . :







CITY OF

SOE

CAPITAL OF SILICON VALLEY

CITY COUNCIL AGENDA

PETE CONSTANT
ASHKALRA

SAM LICCARDO
KANSEN CHU
XAVIER E. CAMPOS

DECEMBER 6, 2011

SYNOPSIS

DISTRICT 1
DISTRICT 2
DISTRICT 3
DISTRICT 4
DISTRICT 5

CHUCK REED, MAYOR

PIERLUIGI OLIVERIO DISTRICT 6
MADISON NGUYEN, VICE MAYORDISTRICT 7
ROSE HERRERA DISTRICT 8
DONALD ROCHA DISTRICT 9

NANCY PYLE DISTRICT 10




STRATEGIC SUPPORT SERVICES

3.1

3.2

3.3

3.4

Report of the City Manager, Debra Figone (Verbal Report)

City Manager Debra Figone congratulated City employees for raising $110,000
through the 2011 Combined Charitable Giving Campaign, including those
employees who donated 1,452 hours to the social service and non profit agencies
who participating in this year’s campaign by dedicating their time to volunteerism.

Labor Negotiations Update

Recommendation: Accept Labor Negotiations Update,
Heard at 9:00 a.m.
Accepted.

Declaration of Fiscal and Service Level Emergency.

Recommendation:

(a) Accept the attached City of San José Fiscal & Service Level Emergency Report.

(b) Adopt a Resolution declaring a Fiscal and Service Level Emergency based on the
City of San José Fiscal & Service Level Emergency Report, including the findings
set forth in the Resolution.

{Mayor)

Dropped to be renoticed; Deferred to 2012,

Consideration of Action on a Ballot Measure on Pension Reform.

Recommendation:

(a) Discussion and consideration of a Retirement Reform ballot measure for a March
6, 2012 election.

b) If Council wishes to proceed, adopt a resolution of the Council calling a special
municipal election to be held on March 6, 2012, and, on its own motion, giving
notice of the submission to the electors of the City of San José, the following
measure at that election:

To maintain essential City services, shall the Charter be amended to reform
retirement benefits of City employees and retirees by, among others: (1)
increasing current employees’ contributions; (2) establishing a voluntary reduced
pension plan for current employees; (3) establishing pension cost and benefit
limitations for new employees; (4) limiting disability retirements; (5) temporarily
suspending retiree Cost of Living adjustments; and (6) requiring voter approval to
increase future pension benefits?

(©) Council discussion and consideration of permitting rebuttal arguments in the
March 6, 2012 Voter's Sample Ballot, pursuant to Elections Code Section 92835, to
be incorporated in the resolution calling the election

(Action continued on the next page)
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STRATEGIC SUPPORT SERVICES

3.4

Consideration of Action on a Ballot Measure on Pension Reform. (4ction Cont’d.)

(d)  Council discussion and consideration of a resolution authorizing an individual
member or members of the City Council to submit an argument in favor of the
City measure on the March 6, 2012 Voter's Sample Ballot, pursuant to Elections
Code Section 9282, to be incorporated in the resolution calling the election.

(Mayor)

The revised memorandum from Mayor Reed, Vice Mayor Nguyen and Council

Members Constant, Herrera and Liccardo, dated December 1, 2011, was approved:

(1) Consideration of the declaration of a Fiscal and Service Level Emergency
until after Cheiron has provided an update of their five year projections and
other questions have been answered was deferred.

) Resolution No. 76087 was adopted calling a Municipal election on June 5,
2012 and giving notice of the submission to the electors of the City of San
José, the following measure at that election, modified as follows:

(a) PENSION REFORM. To protect essential services: neighborhood
police patrols, fire stations, libraries, community centers, streets and
parks, shall the Charter be amended to reform retirement benefits of
City employees and retirees by: increasing employees’ contributions,
establishing a voluntary reduced pension plan for current employees
and pension cost and benefit limitations for new employees, reforming
disability retirements to prevent abuses, temporarily suspending
retiree COLAs (Cost of Living Adjustments) during emergencies and
requiring voter approval for increases in future pension benefits.

3) The Mayor was authorized to prepare and submit an argument in favor of
the City Measure on the June 5, 2012 Voter’s Sample Ballot.

(4) Council Members were authorized to prepare, submit and/or sign “in favor of”
and “in opposition to” ballot arguments and rebuttals on the June 5, 2012
Voter’s Sample Ballot.

The supplemental memorandum from Mayor Reed, dated December 5, 2011, was

approved:

1) The proposed ballot measure language with the changes noted in the
attached draft was approved.

2) Staff directed to delay transmifting the ballot measure resolution and related
documents to the registrar to allow time for continued mediation, if
requested by the bargaining units.

3) Staff directed to invite all bargaining units to waive all other impasse
procedures and engage in mediation over the ballot measure and other
retirement issues with two separate mediations, one for Police and Fire and
one for all bargaining units representing employees in the Federated City
Employees’ Retirement System.

Noes: Campos, Chu, Kalra, Pyle, Rocha.

(D) Information related to fees, costs and financial risks will be discussed in Closed
Session first and the Council will vote on what is released to the public. |

Noes: Campos, Chu, Kalra, Pyle,
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WHEREAS, Charter Section 1600 authorizes the City Council to set the date for a

RESOLUTION NO.

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN
JOSE REPEALING RESOLUTION NO. 78087 AND
CALLING AND GIVING NOTICE OF, ON ITS OWN
MOTION, THE SUBMISSION TO THE ELECTORS OF THE
CITY OF SAN JOSE, AT A SPECIAL MUNICIPAL
ELECTION TO BE HELD ON JUNE 5, 2012, A BALLOT
MEASURE PROPOSAL TO AMEND THE SAN JOSE CITY
CHARTER TO ADD A NEW ARTICLE XV-A TO REFORM
CITY PENSIONS AND BENEFITS PROVIDED TO
CURRENT EMPLOYEES "AND ESTABLISH REDUCED
PENSIONS AND BENEFITS FOR NEW EMPLOYEES AND
TO PLACE OTHER LIMITATIONS ON PENSIONS AND
BENEFITS

-Special Municipal Election; and

WHEREAS, the City Council adopted Resolution No. 76087 and approved a ballot

measure for the June 5, 2012 election but direc_:ted the City Clerk not to submit the ballot

measure to the Registrar of Voters to allow time for further negotiations on the ballot

measure language; and

WHEREAS, the City Council now desires to submit to the electors of the City of San
José at a Special Municipal Election a ballot measure proposal to amend the San José

City Charter to add a new Article XV-A to reform pensions and benefits for current

employees, to establish reduced pensions and benefits for new employees and to place

other limitations on pensions and benefits; and

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SAN

JOSE THAT:

SECTION 1.

T-22774\837325

Resolution No. 76087 is hereby repealed.
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SECTION 2. A Special Municipal Election is hereby called and ordered to be held in the
City of San José on June 5, 2012, for the purpose of voting on a ballot measure to
amend the San José City Charter to add a new Article XV-A to reform pensions and
benefits for current employees and to establish different pensions and benefits for new
employees and to place other limitations on pensions arid benefits. The probosed City

Charter amendment is attached to this Resolution as Exhibit A.

SECTION 3. The ballot measure will be placed on the ballot for the June 5, 2012

election in the following form:

PENSION REFORM

To protect essential services: ' YES
neighborhood police patrols, fire
stations, libraries, community centers, NO

streets and parks, shall the Charter
be amended to reform retirement
benefits of City employees and
retirees by: increasing employees’
coritributions; establishing a voluntary
reduced pension plan for current
employees and pension cost and
benefit limitations for new employees;
reforming disability retirements to
prevent abuses; temporarily
suspending retiree COLAs during
emergencies; and requiring voter
approval for increases in future
pension benefits?

T-22774837325 : 2

Council Agenda: 3/6/12 ’

ltem No.: 3.5(h) ’ .

DRAFT — Contact the Office of the City Clerk at (408) 5635-1260 or CityClerk@sanjoseca.qgov for
final document. :




SECTION 4; The City Council hereby requests the Board of Supervisors of the Couniy
of Santa Clara, California to permit the Registrar of Voters of Santa Clara County to
render to the City of San José such services as the City Clerk of the City of San José
may requeSt relating to the conduct of the above—describéd Special Municipal Election

with respect to the following matters:

Coordination of election precincts, polling places, voting
booths, voting systems and election officers; Printing and
mailing of voter pamphlets; Preparation of tabulation of resuilt
of votes cast. '

SECTION 5. The City Council hereby requests that the Registrar of Voters of the
County of Santa Clara consolidate the Special Municipal Election called and ordered to

be held on June 5, 2012 with any other election that may be held on that date.

SECTION 6. The City Co&nci! hereby authorizes the Board of Supervisors of Santa
Clara County, California to canvass the returns of the Special Municipal Election.

SECTION 7. - The City Council hereby directs the City Clerk to reimburse the County of
Santa Clara in full for any of the above-mentioned services which may be performed by
the Registrar of Voters, upon presentation of a bill to the City, with fund?s_ already

appropriated to the City Clerk for election purposes.

SECTION 8. The City Council hereby directs the City Clerk to take all actions
necessary to facilitate the Special Municipal Election in the time frame specified herein
and comply with provisions of the Elections Code of the State of California, City Chérter,
Ordinances, Resolutions and Policies with regard to the conduct of the Special

Municipal Election.
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SECTION 9. Pursuant to Section 12111 of the California Elections Code and Section
6061 of the California Government Code, the City Council hereby directs the City Clerk
to (a) cause a synopsis of the proposed measure to be published in the San José
Mercury News, a newspaper of general circulation within the City of San José; (b)
consolidate the Notice of Measure to be Voted with the Notice of Election into é single
notice; (c) transmit a copy of the Measure to the Gity Attorney and cause the following
statement to be printed in the impartial analysis to be prepared by the City Attorney: “Iif

you would like to read the full text of the measure, see

www.sanjoseca.gov/clerk/electioris/Election.asp or call 408-535-1260 and a copy will be
sent at no cost to you.”; and (d) do all other things required by law to submit the - '

speciﬁéd measure above to the electors of the City of San José at the Special Municipal
Election, including causing the full text of the proposed measure to be made available in

the Office of the City Clerk at no cost and posted on the City Clerk's website.

SECTION 10. Pursuant to Sections 9282 and 9285 of the California Elections Code,

the City Council hereby approves the submittal of arguments for and against the ballot '

- measure, if any, and authorizes the Mayor to author and submit a ballot measure
argument in favor of the ballot measure and also approves the submittal of rebuttal
arguments in response fo arguments for and against the ballot measure and authorizes

any member or members of the City Council to author and submit a rebuttal, if any.

SECTION 11. The City Coungil hereby directs the City Clerk to transmit a copy of the
measure qualifying for placement on the ballot to the City Attorney for preparation of an

impartial analysis.
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ADOPTED this 6th day of March, 2012; by the following vote:

AYES:
NOES:
ABSENT:
DISQUALIFIED:
CHUCK REED
Mayor
ATTEST:

DENNIS D. HAWKINS, CMC
City Clerk
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February 8, 2012 EXH g
| ARTICLE XV-A |
RETIREMENT

- PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS -TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City of San Jose do hereby enact the following
amendments to the City Charter which may be referred to as:
“The Sustainable Retirement Benefits and Compensation Act.” .

- Section 1501-A: FINDINGS

The following services are essential to the health, safety, quality
of life and well-being of San Jose residents: police protection; fire
protection; street maintenance; libraries; and community centers
(hereafter “Essential City Services”).

The City’s ability to provide its citizens with Essential City
Services has been and continues to be threatened by budget cuts
_caused mainly by the climbing costs of employee benefit
programs, and exacerbated by the economic crisis. The employer
cost of the City’s retirement plans is expected to continue to
increase in the near future. In addition, the City’s costs for other
post employment benefits — primarily health benefits - are
~increasing. To adequately fund these costs, the City would be
required to make additional cuts to Essential City Services.

By ahy measure, currentand projecfed reductions in service
levels are unacceptable, and will endanger the health, safety and
well-being of the residents of San jose.
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February 8, 2012

Without the reasonable cost containment provided in this Act, the
economic viability of the City, and hence, the City’s employment
benefit programs, will be placed at an imminent risk.

The City and its residents always intended that post employment
benefits be fair, reasonable and subject to the City’s ability to pay
without jeopardizing City services. At the same time, the City is
and must remain committed to preserving the health, safety and
well-being of its residents.

By this Act, the voters find and declare that post employment
benefits must be adjusted in a manner that protects the City’s
viability and public safety, at the same time allowing for the
continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the authority
to amend or otherwise change any of its retirement plans, subject
to other provisions of the Charter.

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial adoption
of the City's retirement programs. Itis further designed to ensure
that future retirement benefit increases be approved by the
voters.

Section 1502-A:  INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same time
delivering Essential City Services to the residents of San Jose.
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The City reaffirms its plenary.authority as a charter city to control
and manage all compensation provided to its employees as a
municipal affair under the California Constitution.

The City reaffirms its inherent right to act responsibly to preserve
the health, welfare and well-being of its residents.

This Act is not intended to deprive any current or former
employees of benefits earned and accrued for prior service as of
the time of the Act’s effective date; rather, the Actis intended to-
preserve earned benefits as of the effective date of the Act.

This Act is not intended to reduce the pension amounts received
by any retiree or to take away any cost of living increases paid to
retirees as of the effective date of the Act.

The City expressly retains its authority existing as of January 1,
2012, to amend, change or terminate any retirement or other post
employment benefit program provided by the City pursuant to
Charter Sections 1500 and 1503. |

L

Section 1503-A. Act Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit
provisions in the Charter, ordinances, resolutions or other
enactments. :

The City Council shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act. The goal is
that such ordinances shall become effective no later than
September 30, 2012.
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Section 1504-A.  Reservation of Voter Authority

The voters expressly reserve the right to consider any change in

matters related to pension and other post employment benefits.

Neither the City Council, nor any arbitrator appointed pursuant to"

Charter Section 1111, shall have authority to agree to or provide

any increase in pension and/or retiree healthcare benefits

without voter approval, except that the Council shall have the

authority to adopt Tier 2 pension beneflt plans within the limits -
set forth hereln : ]

Section 1505-A.  Reservation of Rights to City Council

Subject to the limitations set forth in this Act, the City Council
refains its authority to take all actions necessary to effectuate the
terms of this Act, to make any and all changes to retirement plans
necessary to ensure the preservation of the tax status of the
plans, and at any time, or from time to time, to amend or
otherwise change any retirement plan or plans or establish new
or different plan or plans for all or any officers or employees
subject to the terms of this Act.

Section 1506-A. Current Employees

(a) “Current Employees” means employees of the City of San
Jose as of the effective date of this Act and who are not covered
under the Tier 2 Plan (Section 8). |

(b) Unless they voluntarily opt in to the Voluntary Election
Program (“VEP,” described herein}, Current Employees shall have
their compensation adjusted through additional retirement

4
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contributions in increments of 4% of pensionable pay per year,
up to a maximum of 16%, but no more than 50% of the costs to
amortize any pension unfunded liabilities, except for any pension
unfunded liabilities that may exist due to Tier 2 benefits in the
future. These contributions shall be in addition to employees’
normal pension contributions and contributions towards retiree
healthcare benefits.

(c) The starting date for an employee’s compensation
adjustment under this Section shall be June 23, 2013, regardless
of whether the VEP has been implemented. If the VEP has not
been implemented for any reason, the compensation adjustments
shall apply to all Current Employees.

(d) The compensation adjustment through additional employee
contributions for Current Employees shall be calculated '
separately for employees in the Police and Fire Department
Retirement Plan and employees in the Federated Clty Employees’
Retirement System. -

(e) The compensation adjustment shall be treated in the same
manner as any other employee contributions. Accordingly, the
voters intend these additional payments to be made on a pre-tax
basis through payroll deductions pursuant to applicable [nternal
Revenue Code Sections. The additional contributions shall be
subject to withdrawal, return and redeposit in the same manner
as any other employee contributions.

Section 1507-A:  One Time Voluntary Election Program
. (“VEPJ!),
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The City Coun(:ll shall adopt a Voluntary Election Program
(“VEP”) for all Current Employees who are members of the
existing retirement plans of the City as of the effective date of this
Act. The implementation of the VEP is contingent upon receipt of
IRS approval. The VEP shall permit Current Employees a one
time limited period to enroll in an alternative retirement program
which, as described herein, shall preserve an employee’s earned
benefit accrual; the change in benefit accrual will apply only to
the employee’s future City service. Employees who opt into the
VEP will be required to sign an irrevocable election waiver (as
well as their spouse or domestic partner, former spouse or
former domestic partner, if legally required) acknowledging that

~ the employee irrevocably relinquishes his or her existing level of

retirement benefits and has voluntarily chosen reduced benefits,
as specified below.

The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual rate {e.g. 2.5%) earned
and accrued for service prior to the VEP’s effective date; thus, the
benefit accrual rate earned and accrued by individual employees

- for that prior service shall be preserved for payment at the time

of retlrement

(b) Pension benefits under the VEP shall be based on the
following limitations:

(i) The accrual rate shall be 2.0% of “final
compensation”, hereinafter defined, per year of
- service for future years of service only. -
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(ii) The maximum benefit shall remain the same as the
maximum benefit for Current Employees.

(iii) The current age of eligibility for service retirement
under the existing plan as approved by the City
Council as of the effective date of the Act for all years
of service shall increase by six months annually on
July 1 of each year until the retirement age reaches
the age of 57 for employees in the Police and Fire
Department Retirement Plan and the age of 62 for
employees in the Federated City Employees’
Retirement System. Earlier retirement shall be
permitted with reduced payments that do not
exceed the actuarial value of full retirement. For
service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50 in
the Police and Fire Department Retirement Plan.

(iv)  The eligibility to retire at thirty (30) years of service
regardless of age shall increase by 6 months
annually on July 1 of each year starting July 1, 2017.

(v) Cost of living adjustments shall be limited to the
increase in the consumer price index, {San Jose - San
Francisco - Oakland U.S. Bureau of Labor Statistics
index, CPI-U, December to December), capped at

- 1.5% per fiscal year. The first COLA adjustment
following the effective date of the Act will be
prorated based on the number of remaining months
in the year after retirement of the employee.
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(vi) “Final compensation” shall mean the average annual
pensionable pay of the highest three consecutive
years of service.

(vii) An employee will be eligible for a full year of service -
credit upon reaching 2080 hours of regular time
worked (including paid leave, but not including
overtime}).

(c) The cost sharing for the VEP for current service or current
service benefits (“Normal Cost”) shall not exceed the ratio of
3 for employees and 8 for the City, as presently set forth in
the Charter. Employees who opt into the VEP will not be
responsible for the payment of any pension unfunded
liabilities of the system or plan.

(d) VEP Survivorship Benefits.

(i) Survivorship benefits for a death before retirement
shall remain the same as the survivorship benefits
for Current Employees in each plan.

(ii) Survivorship benefits for a spouse or domestic
partner and/or child(ren) designated at the time of
retirement for death after retirement shall be 50%
of the pension benefit that the retiree was receiving.
At the time of retirement, retirees can at their own
cost elect additional survivorship benefits by takmg
an actuarially equivalent reduced benefit.

.(e) VEP Disability Retirement Benefits.
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(i) A service connected disability retirement benefit, as
hereinafter defined, shall be as follows:

The employee or former employee shall receive an
annual benefit based on 50% of the average annual
pensionable pay of the highest three consecutive years
of service. :

(i) Anon-service connected disability retirement
benefit shall be as follows:

The employee or former employee shall receive 2.0%
times years of City Service (minimum 20% and
maximum of 50%) based on the average annual
pensionable pay of the highest three consecutive years
of service. Employees shall not be eligible for a non-
service connected disability retirement unless they
have 5 years of service with the City.

(iii) Cost of Living Adjustment ("COLA”) provisions will be
the same as for the service retirement benefit in the
VEP.

Section 1508-A: Future Employees - Limitation on
| Retirement Benefits - Tier 2

To the extent not already enacted, the City shall adopta
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement program -
for new employees - shall be referred to as “Tier 2.”

- The Tier 2 program shall be limited as follows:
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(a) The program may be designed as a “hybrid plan” consisting
of a combination of Social Security, a defined benefit plan and/or
a defined contribution plan. If the City provides a defined benefit
plan, the City's cost of such plan shall not exceed 50% of the total
cost of the Tier 2 defined benefit plan (both normal cost and
unfunded liabilities). The City may contribute to a defined
contribution or other retirement plan only when and to the extent
the total City contribution does not exceed 9%. If the City’s share
of a Tier 2 defined benefit plan is less than 9%, the City may, but
shall not be required to, contribute the dlfference to a defined
contribution plan.

(b) For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be 65,
except for sworn police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement may be permitted
with reduced payments that do not exceed the actuarial value of
full retirement. For service retirement, an employee may not .
retire any earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50 in the Police and .
Fire Department Retirement Plan.

(¢) For any defined benefit plan, cost of living adjustments shall
be limited to the increase in the consumer price index {San Jose -
San Francisco — Oakland U.S. Bureau of Labor Statistics index, CPI-
* U, December to December), capped at 1.5% per fiscal year. The
first COLA adjustment will be prorated based on the number of
months retired.

(d) For any defined benefit plan, “final compensation” shall
mean the average annual earned pay of the highest three

. , 10
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consecutive years of service. Final compensation shall be base
pay only, excluding premium pays or other additional
compensation.

(e) Forany defined benefit plan, benefits shall accrue at a rate
not to exceed 2% per year of service, not to exceed 65% of final
compensation.

(f) For any defined benefit plan, an employee will be eligible for
a full year of service credit upon reaching 2080 hours of regular
time worked (including paid leave, but not including overtime).

(g) Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into the
second tier of benefits (Tier 2). Employees who have at least five
(5) years of service credit in the Federated City Employees’
Retirement System or at least ten {10) years of service credit in
the Police and Fire Department Retirement Plan on the date of
separation and who have not obtained a return of contributions
will have their benefit accrual rate preserved for the years of
service prior to their leaving City service. |

(h) Any plan adopted by the City Council is subject to
termination or amendment in the Council’s discretion. No plan
subject to this section shall create a vested right to any benefit.

Section 1509-A: Disability Retirements

(a) To receive any disability retirement benefit under any
pension plan, City employees must be incapable of engaging in
any gainful employment for the City, but not yet eligible to retire
(in terms of age and years of service). The determination of
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qualification for a disability retirement shall be made regardless
of whether there are other positions available at the time a
determination is made.

(b) An employee is considered “disabled” for purposes of
‘qualifying for a disability retirement, if all of the following is met:

(i) Anemployee cannot do work that they did before; and
(ii) Itis determined that

1) an employee in the Federated City Employees’
‘Retirement System cannot perform any other jobs
described in the City’s classification plan because

of his or her medical condition(s); or

2) an employee in the Police and Fire
Department Retirement Plan cannot perform any
other jobs described in the City’s classification
plan in the employee’s department because of his
or her medical condition(s); and

(iii) The employee’s disability haslasted or is expected to
last for at least one year or to result in death.

(c) - Determinations of disability shall be made by an
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability
determinations for both plans. Employees and the City shall have
aright of appeal to an administrative law judge.

12
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' (d) The City may provide matching funds to obtain long term
disability insurance for employees who do not qualify for a
disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(e¢) The City shall not pay workers’ compensation benefits for
disability on top of disability retirement benefits without an
offset to the service connected disability retirement allowance to
eliminate duplication of benefits for the same cause of disability,
consistent with the current provisions in the Federated City
Employees’ Retirement System. '

Section 1510-A: Emergency Measures to Contain Retiree
Cost of Living Adjustments

If the City Council adopts a resolution declaring a fiscal and
service level emergency, with a finding that itis necessary to
suspend increases in cost of living payments to retirees the City
“may adopt the following emergency measures, applicable to

~ retirees (current and future retirees employed as of the effective
date of this Act):

(a) Costofliving adjustments (“COLAs”) shall be temporarily
suspended for all retirees in whole or in part for up to five years.
The City Council shall restore COLAs prospectively (in whole or
in part), if it determines that the fiscal emergency has eased
sufficiently to permit the City to provide essential services
protecting the health and well-being of City residents while
paying the cost of such COLAs. ,

(b) Inthe event the City Council restores all or part of the COLA,
it shall not exceed 3% for Current Retirees and Current
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Empldyees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1.5% for employees in
Tier 2.

Section 1511-A: Supplemental Paymenf.s to Retirees

The Supplemental Retiree Benefit Reserve (“SRBR”) shall be
discontinued, and the assets returned to the appropriate
retirement trust fund. Any supplemental payments to retirees in
addition to the benefits authorized hereln shall not be funded
from plan assets. ' '

Section 1512-A: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

(b} Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its power-
to amend, change or terminate any plan provision.

(c) Low CostPlan. For purposes of retiree healthcare benefits,
“low cost plan” shall be defined as the medical plan which has the
lowest monthly premium available to any active employeein
either the Police and Fire Department Retirement Plan or
Federated City Employees’ Retirement System.

Section 1513-A:  Actuarial Soundness (for both pension
and retiree healthcare plans)

14
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(a) All plans adopted pursuant to the Act shall be subject to an
actuarial analysis publicly disclosed before adoption by the City
Council, and pursuant to an independent valuation using
standards set by the Government Accounting Standards Board
and the Actuarial Standards Board, as may be amended from time
to time. All plans adopted pursuant to the Act shall: (i) be
actuarially sound; (ii) minimize any risk to the City and its
residents; and (iii} be prudent and reasonable in light of the
economic climate. The employees covered under the plans must
- share in the investment, mortality, and other risks and expenses
of the plans.

(b) All of the City’s pension and retiree healthcare plans must be
actuarially sound, with unfunded liabilities determined annually
through an independent audit using standards set by the
Government Accounting Standards Board and the Actuarial
Standards Board. No benefit or expense may be paid from the
plans without being actuarially funded and explicitly recognized
in determining the annua] City and employee contributions into
the plans. |

(c) Insetting the actuarial assumptions for the plans, valuing
the liabilities of the plans, and determining the contributions
required to fund the plans, the objectives of the City’s retirement .
boards shall be to: '

(i) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan
experience; and
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(ii) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the
costs of the plans, and minimize any intergenerational
transfer of costs: |

(d) When investing the assets of the plans, the objective of the
City’s retirement boards shall be to maximize the rate of return .
without undue risk of loss while having proper regard to:

(i) the fuﬁding objectives and actuarial assumptions of the
plans; and ' '

(ii) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees. '

Section 1514-A:  Savings

In the event Section 6 (b) is determined to be illegal, invalid or
unenforceable as to Current Employees (using the definition in

* Section 6(a)), then, to the maximum extent permitted by law, an
equivalent amount of savings shall be obtained through pay
reductions. Any pay reductions implemented pursuant to this
section shall not exceed 4% of compensation each year, capped
at a maximum of 16% of pay.

Section 1515-A: Severability

(a) This Actshall be interpreted so as to be consistent with all
federal and state laws, rules and regulations. The provisions of
this Act are severable. If any section, sub-section, sentence or
clause (“portion”) of this Act is held to be invalid or
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February 8, 2012

unconstitutional by a final judgment of a court, such decision shall
not affect the validity of the remaining portions of this
amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any portion
of this Act is held invalid as applied to any person or
circumstance, such invalidity shall not affect any application of
this Act which can be given effect. [n particular, if any portion of
this Act is held invalid as to Current Retirees, this shall not affect
the application to Current Employees. If any portion of this Actis
held invalid as to Current Employees, this shall not affect the
application to New Employees. This Act shall be broadly
construed to achieve its stated purposes. It is the intent of the
voters that the provisions of this Act be interpreted or
implemented by the City, courts and others in a manner that
facilitates the purposes set forth herein. |

(b) If any ordinance adopted pursuant to the Actis held to be
invalid, unconstitutional or otherwise unenforceablé by a final
judgment, the matter shall be referred to the City Council for
determination as to whether to amend the ordinance consistent
with the judgment, or whether to determine the section severable
and ineffective.
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July 20, 2011
VIA ELECTRONIC MAIL

Mr. Russell Crosby

Director of Retirement Services

Federated City Employees’ Retirement System
1737 North 1™ Street, Suite 580

San Jose, CA 95112

Re:  5-Year Budget Projections
Dear Russell:

As requested for purposes of City budget projections, we projected the contributions
expected to be required of the City of San Jose to the City of San Jose Federated Employces’
Retirement System (Federated Pension), the Federated Retirce Health Care Plan {Federated
OPEB), the Police and Fire Department Retirement Plan (Police & Fire Pension) and the
Police and Fire Department Medical and Dental Insurance Plan (Police & Fire OPEB) for the
next five years. The table below summarizes the projected contributions assuming City
contributions are made throughout the fiscal year, '

City of San Jose
Projected City Contributions
Federated Police & Fire
FYE Pension OPEB Pension OPEB Total
2012 90,291,000 22,810,000 132,016,000 17,638,000 262,755,000
2013 108,724,000 26,165,000 166,443,000 22,071,000 323,403,000
2014 123,362,000 37,608,000 192,601,000 26,849,000 380,420,000
2015 134,287,000 39,868,000 211,211,000 30,765,000 416,131,000
2016 138,127,000 41,432,000 218,350,000 33,626,000 431,535,000

These projections are based on the June 30, 2010 actuarial valuations for the Plans, and
assume that all assumptions, including payroll growth assumptions, in those valuations are
met in the future except as specifically noted. Please refer to those reports for a description
of the plan provisions, a summary of the data, and a summary of the methods and
assumptions used in each of the valuations, :

For the Federated Plans, we assume that the discount rate and wage growth assumptions are
reduced to 7.75% and 3.83% respectively as of June 30, 2011 as adopted by the Board in
conjunction with the June 30, 2010 actuarial valuation, For the Police and Fire Plans, we
assumed the discount rate is reduced to 7.5% effective with the June 30, 2011 actuarial
valuation per your instructions, but the payrofl growth assumption remains at 4.25%.




Mr. Russell Crosby
July 20, 2011
Page 2

The June 30, 2010 actuarial valuations for the Police and Fire Pension and OPEB Plans were
performed by the Segal Company. We relied on the results of these valuations as reported by
Segal and their November 24, 2010 letter illustrating the impact of different discount rates on
the contribution rates for the Police and Fire Pension Plans. We note that Segal illustrated
the contribution for 2011-12 based on projected payroll for 2010-11, These projections use
Segal’s projected payroll for 2011-12 as the basis for the projection. In addition, the MOUs
for the Police and Fire OPEB Plans indicate that if the City’s contribution rate is greater than
11% of pay after the phase-in period, the parties should meet and confer. Consequently, for
these projections, the City’s contribution rate to the Police OPEB Plan was limited to a
maximum of 11% of pay after the phase-in period. The Fire OPEB Plan just reaches the end
of the phase-in period in the last year of the projection.

These projections are highly dependent on the projected payroll for cach of the Plans. The
table below summarizes the projected payroll on which these projections were based.

City of San Jose
Projected Payroll
FYE Yederated  Police & Fire Total
2012 318,579,000 261,728,000 580,307,000
2013 330,781,000 272,852,000 603,633,000
2014 343,450,000 284,448,000 627,898,000
2015 356,604,000 296,537,000 653,141,000
2016 370,262,000 309,140,000 679,402,000

Also as requested, we have attached 20-year projections of payroll and City pension
contributions.

We hereby certify that, to the best of our knowledge, this report and its contents, which are
work products of Cheiron, Inc., are complete and accurate and have been prepared in
accordance with generally recognized and accepted actuarial principles and practices which
are consistent with the Code of Professional Conduct and applicable Actuarial Standards of
Practice set out by the Actuatial Standards Board, Furthermore, as credentialed actuaries, we
meet the Qualification Standards of the American Academy of Actuaries to render the
" opinion contained in this report. This report does not address any contractual or legal issues.

We are not attorneys and our firm does not provide any legal services or advice.

L HERON




Mr. Russell Crosby
July 20,2011
Page 3

These projections were prepared exclusively for the City of San Jose for the purpose of
budget projections. These projections are not intended to benefit any third party. If you have
any questions about this analysis, please let us know.

Sincerely,
Cheiron
W"; 3

Kalwarski, FSA, EA, MAAA Margaret Tempkin, FSA, EA, MAAA
il Consulting Actuary Consulting Actuary

cc: Mike Moehle
Carmen Racy-Choy
Ken Kent
Anne Harper
David Holland

{ HEIRON




CITY OF SAN JOSE
20-YEAR PROJECTED PENSION CONTRIBUTIONS

City of San Jose
Projected Payroll

FYE Federated  Police & Fire Total

2012 318,579,000 261,728,000 580,307,000
2013 330,78L,000 272,852,000 603,633,000
2014 343450,000 284,448,000 627,898,000
2015 356,604,000 296,537,000 653,141,000
2016 370,262,000 309,140,000 679,402,000
2017 384,443,000 322,278,000 706,721,000
2018 399,167,000 335,975,000 735,142,000
2019 414455000 350,254,000 764,709,000
2020 430,328,000 365,140,000 795,468,000
2021 446,810,000 380,658,000 827,468,000
2022 463,923,000 396,836,000 860,759,000
2023 481,691,000 413,702,000 895,393,000
2024 500,140,000 431,284,000 931,424,000
2025 519295000 449,614,000 968,509,600
2026 539,184,000 468,723,000 1,007,907,000
2027 - 559,835000 488,643,000 1,048,478,000
2028 581,277,000 509,411,000  1,090,688,000
2029 603,540,000 531,061,000  1,134,601,000
2030 626,655000 553,631,000  1,180,286,000
2031 650,656,000 577,160,000 1,227,816,000

{ HERON




CITY OF SAN JOSE
20-YEAR PROJECTED PENSION CONTRIBUTIONS

City of San Jose
Projected City Pension Centributions

FYE Federated  Police & Fire Total

2012 90,291,000 132,016,000 222,307,000
2013 108,724,000 166,443,000 275,167,000
2014 123,362,000 192,601,000 315,963,000
2015 134,287,000 211,211,000 345,498,000
2016 138,127,000 218,350,000 356,477,000
2017 143,058,000 227,476,000 370,534,000
2018 148,242,000 237,131,000 385,373,000
2019 153,622000 247,728,000 401,350,000
2020 159,197,000 258,300,000 417,497,000
2021 164,976,000 269,282,000 434,258,000
2022 170,965,000 280,727,000 451,692,000
2023 177,172,000  278480,000 455,652,000
2024 183,605,000 289,086,000 472,691,000
2025 190,272,000 313,636,000 503,908,000
2026 197,182,000 327,993,000 525,175,000
2027 204,343,000 278,103,000 482,446,000
2028 211,766,000 241,362,000 453,128,000
2029 219458000 196,290,000 415,748,000
2030 227431,000 164,793,000 392,224,000
2031 235,694,000 149,288,000 384,982,000

{HERON
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CERTIFICATE OF SERVICE
STATE OF CALIFORNIA, COUNTY OF SAN FRANCISCG

1, the undersigned, am a resident of the State of California, over the age of eighteen years, and not a
party to the within action. My business address is 350 Sansome Street, Suite 300, San Francisco,
California, 94104,

On July 6, 2012, I served the following documents(s) by the method indicated below:

]

Gregg McLean Adam, SBN 203436
Jonathan Yank, SBN 215495

DECLARATION OF ALEX GURZA IN OPPOSITION TO
SAN JOSE POLICE OFFICERS’ ASSOCIATION’S APPLICATION
FOR LEAVE TO SUE IN QUO WARRANTO

by placing the document(s) listed above in the sealed envelope(s) and by causing messenger
delivery of the envelope(s) to the person(s) at the address(es) set forth below. I am readily
familiar with the business practice of my place of employment with respect to the collection
and processing of correspondence, pleadings and notices for hand delivery.

by placing ALL document(s) listed above in a sealed envelope(s) and consigning it fo an
express mail service for guaranteed delivery on the next business day following the date of
consignment to the address(es) set forth below.

by placing the document(s) listed above in a sealed envelope(s) with postage thereon fully
prepaid, in the United States mail at San Francisco, California addressed as set forth below. 1
am readily familiar with the firm’s practice of collection and processing correspondence for
mailing. Under that practice it would be deposited in the U.S. Postal Service on that same
day with postage thereon fully prepaid in the ordinary course of business. I am aware that on
motion of the party served, service is presumed invalid if the postal cancellation date or
postage meter date is more than one day after date of deposit for mailing in affidavit.

by electronic transmission via e-mail attachment (agreed by the parties served in this matter)

Attorneys for Petitioner SAN JOSE POLICE
OFFICERS’ ASSOCIATION

Jennifer S. Stoughton, SBN 238309
CARROLL, BURDICK & McDONOUGH LLP
44 Montgomery St, Suite 400

San Francisco, CA 94104

Telephone: (415) 989.5900

Facsimile: (415) 989.0932

Email: gadam@cbmlaw.com

jyank@cbmlaw.com
jstoughton@cbmlaw.com

I declare under penalty of perjury under the laws of the State of California-that theabove is true and
correct. Executed on July 6, 2012, at San Francisco, California. —

Rochelle Redmayne

CERTIFICATE OF SERVICE; CASE NO. 112CV220795




