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Arthur A. Hartinger (SBN: 121521)
ahartinger@meyersnave.com
Linda M. Ross (SBN: 133874)
Iross@meyersnave.com

Jennifer L. Nock (SBN: 160663)
jnock@meyersnave.com

Michael C. Hughes (SBN: 215694)
mhughes@meyersnave.com

MEYERS, NAVE, RIBACK, SILVER & WILSON

555 12th Street, Suite 1500
QOakland, California 94607
Telephone: (510) 808-2000
Facsimile: (510) 444-1108

Attorneys for Defendant and Cross-Complainant
City of San Jos¢ and Defendant Debra Figone
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SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SANTA CLARA

SAN JOSE POLICE OFFICERS
ASSOCIATION, -

Plaintiff,
\A

CITY OF SAN JOSE, BOARD OF
ADMINISTRATION FOR POLICE AND
FIRE RETIREMENT PLAN OF CITY OF
SAN JOSE, and DOES 1-10 inclusive.,

Defendants

AND RELATED CROSS-COMPLAINT
AND CONSOLIDATED ACTIONS.

DEFE

Case No. 1-12-CV-225926

[Consolidated with Case Nos.
112CV225928, 112CV226570,
112CV226574, 112CV227864,
112CV233660]

DEFENDANT AND CROSS-
COMPLAINANT CITY OF SAN JOSE’S

| SUPPLEMENTAL REQUEST FOR

JUDICIAL NOTICE IN SUPPORT OF
REPLY TO MOTION FOR SUMMARY

ADJUDICATION OF ISSUES
Date: June 7, 2013

Time: 9:00 a.m.

Dept.: 2

Judge: Hon. Patricia M. Lucas
Complaint Filed: June 6, 2012
Trial Date: July 22,2013

Case No, 1-12-CV.225926
ANT/CROSS-COMPLAINANT’S SUPPLEMENTAL REQUEST FOR JUDICIA o
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Defendant City of San José hereby requests that the Court take judicial notice pursuant to

California Evidence Code Sections 450 ef seq., and in accordance with California Rules of Court

3.1113(D), 3.1306(c), and 3.1350(c)(5) of the following material, true and correct copies of which

are altached hereto:

Exh. Q

Exh, R

Exh. S

Exh, T

Exh. V

Exh. W

Exh. X

Exh Y

Exh; Z

Exh, AA

The City of San Jose Charter Committee meeting minutes dated May 26,
1964.

Letter from Manager Edward A. Grossheider to the Chairman of the Charter |
Revision Committee dated September 1, 1964 regarding revision of
wording pertaining to Section 1601 of the City Charter.

The City of San Jose Charter Committee meeting minutes dated September
1, 1964.

The City of San Jose Charter Committee meeting minutes dated October 13, -
1964. '

Memorandum of Fire and Police Retirement Plan presenfcd by District
Chief Leonard Marks of San Jose Fire Department, dated October 13, 1964.

The City of San Jose Charter Committee meeting minutes dated October 20,
1964. '

Letter from Manager Edward A. Grossheider to George Starbird, Chairman
of the San Jose City Charter Committee regarding recommendations for -
final draft of new proposed charter, dated October 27, 1964.

Letter from Retirement Committee of the Municipal Employees Federation
to Charter Revision Committee dated December 4, 1964, “Inclusions of
basic retirement benefits now in existence for the Federated City Employee
Retirement System.”

The City of San Jose Carter Committee meeting minutes dated December 8,
1964.

Memorandum from City Manager Thomas Fletcher to City Council, dated
May 12, 1971, “Definition of Prior Service — Police and Fire Retirement
Plan‘$’

City of San Jose Resolution No. 40059, “A Resolution of the Council of the
City of San Jose Requesting Board of Administration for Police and Fire
Retirement Plan to Adjust Rates of Contribution for City and for Fire
Department Members and Police Department Members of Police and Fire
Department Retirement Plans,” adopted July 12, 1971.”

1 Case No, 1-12-CV-225920
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Exh. BB

Exh, CC

Exh. DD.

Exh. EE

Exh, FF

Exh. GG

Exh, HH

i
i
i
i

i

City of San Jose Ordinance No. 19690, “An Ordinance of the City of San
Jose Amending Topic 9 of Part 3A of Chapter 9 of Article II of the San Jose
Municipal Code by Amending Section 2903.279 and Section 2903.280 to
provide for increasing City’s contribution for services rendered by members
or persons prior to increase in the contribution rates,” passed July 3, 1979.

Letter from Actuary E, Allen Arnold, and Associate Actuary Christine
Nelson to Retirement and Benefits Administrator Edward Overton re:
Police & Fire Coniribution Rates, dated August 16, 1978.

Lawrence Mitchell & Associates, Inc. Consulting Actuaries’ Actuarial
Investigation and Valuation for the City of San Jose Police and Fire
Department Retirement Plans as of June 30, 1979.

Memorandum from Sr, Deputy City Attorney Susan Devencenzi to Board
of Administration Police and Fire Department Retirement Plan, “Allocation
of Actuarial Gains and Losses,” dated December 29, 1997,

City of San Jose Ordinance No. 29174, “An Ordinance of the City of San
Jose Amending Various Sections of Chapter 3.28 of Title 3 of the San Jose
Municipal Code to Clarify the City Charter Supersedes the Federated City -
Employees Retirement Plan in Event of Conflict, Clarify the Definition of
Tier 2 Member, Discontinue the Supplemental Retiree Benefit Reserve,
Clarify Actuarial Soundness is Determined Consistent with the Califomia
Constitution, and Make Additional Requirements for Mandatory Medicare
Enrollment, to be Effective January 4, 2013,” passed November 6, 2012.

City of San Jose Ordinance No. 29198, “An Ordinance of the City of San
Jose Amending Various Sections of Chapters 3.32 and 3.36 of Title 3 of the
San Jose Municipal Code to Clarify the City Charter Supersedes the City of
San Jose Police and Fire Retirement Plan in Event of Conflict, Discontinue

- the Supplemental Retiree Benefit Reserve, and Clarify Actuarial Soundness

is Determined Consistent with the California Constitution, to be Effective
March 1, 2013,” adopted January 29, 2013.

“Stipulation and Order re; Implementation of Measure B in Connection
with Trial Set for June 17, 2013,” ordered March 26, 2013.

2 Casc No, 1-12-CV-225926
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Exhibits AA, BB, FF, and GG are propetly subject to judicial notice under California’

Evidence Code sections 453 and 452(b) (providing that courts may take judicial notice of

“legislative enactments.issued by.or under the authority of the United States or any public entity in
the United States”). See Trinity Park, L.P. v. City of Swmyvdle, 193 Cal. App. 4th 1014, 1027
(2011) (“The Evidence Code also expressly provides for judicial notice of a public entity’s
legislative enactments and official acts. Thus, we may take notice of local ordinances and the
ofﬁéial reso.lutions, reports, and other olfﬁci al acts of a city.”).

Exhibits Q to Z and CC to EE are properly subject to judicial notice as legislative history
and governmental acts and records. Cal. Evid. Code §452(b), (c), & (h); Kaufman & Broad
Communities, Inc. v. Performance Plastering, Inc., 133 Cal. App. _4th 26, 31 (2005).

Exhibit HH is properly subject to judicial notice pursuant to Cal. E\}id. Code §452(c) &
@). | |

For these reasons, the City respectfully requests that the Court take judicial notice of the

above-listed documents.

DATED: May 24, 2013 MEYERS, NAVE, RIBACK, SILVE WILSON -

A M

By
@.hur A. Hartinger
inda M. Ross '

Jennifer L. Nock

Michael C. Hughes .

Attorneys for Defendant and Cross-Complainant
City of San José and Defendant Debra Figone, in
her official capacity

2084933.1
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SAN JOSE, CALIFORNIA ' - Tueeday, May 26, 156}

The City of San Jose Charter Commities gorvenes this day Lin Reom L30, City Hall,
at 1100 o'olock p.m., and the Secretary Pro Tempore calls the roll.

Prosent: Membera - Atkinson, Barrett, Coyle, Jorgensen, McKenna, Pfeifls,
Roat, St. John, Sturges, Taketa and Starbird,

Abgant: Morbere - Davideon, Ruffo, Auiz and Sullivan,

QPPOSITION LITERATURE
Coples of "Statement in Oppasition to the Froposed San Jose City Cherter®, printed
argurants for and againsy tbe chartar semt to the voters, and commnication dated
May 1, 1961, from the Citisens Committes against the proposed City Cherter, sre filasd,
and Chasyman Starbird thanks Merber Coyle for making the originale availsbla for copying.

MINUTES
Mirmtes of the meating held May 19, 196L, are caneidered. Tha Clty Attarney requesta
that sharges be mads to dslets references in certain places that he recormended one
thing or snother, Upon unanimous consent, conelderation of the Minutes of May 19
are deferred to Juns 2,

OBJECTIONS «~ 1961 CHARTER
Chalrman Starbird suggests that comtrovereial lgsues of the 1981 Charter.be dlscuSeed,
ard requests the City Attorney to corment on statemeste contained in "Statement in
Oppoeition to the Proposed Clty Charter®, Tha Oity Attorney reviews such statemente
and oomrerts on the centente thereof,

Member Rulz now enters at h:l5 o'eclock p.t.

The City Attorpey states thet the home rule provision dose grant brosd powera to the
Clty, but that thoes are lirited by the State Constitution and the terms of the
Charter iteelf, and thet in non-munieipal affairs tbe City has only sueh powers aa
granted by the State Legislatura, :

Member Davideon now enters at Li25 olclock p.m.

Dispuselan is had alh the City Manager vote of confidenoa esotions, and upen gquastlon
of Meuber Jorgensan tbe City Attorney advisad that four votes of tha Councll can
remova the City Manager &t any time, ’

Mamber Ruffo now enters at L:29 atclock p.m.

ELECTED AUDITOR : ' '
Fardinand P, Palla, City Attarney, deeoribae funotiens of tbe presant City Auditor,
thoee of the auditor propossd in tha 1961 Chartsr, and the propoeed Director of
Finance who would coordinate acecunting, budget, purchasing, licenaing, and other
finaneinl ectivitins, Discueelon iz had on the guestion of whather the City Audlter
should be appeinted or eledcted, whether if appolnted, he should be appointed by the
Counoil er Mansger, and whethsy or not minimum qualifiocatione for the Auditer ehoald
be set forth in tha Charter., Membors Davidson and Ruffo reacommend consideratian of
providing for the Department of Finence and an slsctad suditer whe would parform
post auditing funstiona. Membar Coyle advises thet both the County Execvtlve ard
the County Controller are aptolnted, and Member Ruffo adviszg that the State Directer
of Finance is appsinted and that the State Department of Finanoe hag very brogd
powera but that these recommendations are reviewed and commented upon by the Leglalativa

.’tmlyﬂt.

REFERENDUM, INITIATIVE AND RECALL -
City Attorney states that the paoples! right to Referendum, Initiative and Reoall
are goaranteed by the State Constitutian and would not ba jaopardizad evan if not
statad in the Chertar, and that if a different pracedure from that providad for in
general law is deeired, that it can bz gst forth in the propssed Chartar. He warne
the oommittee, howsver, t¢ considar carsfully ths inclusion af too many variations
from general law,

5-26-& )JRIN000495



PUBLIC UTILITIES
City Attorney states that the Gty mot pay for property acquired thru smirent domsln,
and that in kis opinion, the issuance of ravenue bords is & muicipal affair whioh
the City can now do without & vote of tha alactorate. The hietory of the drafting of
Section 1222, Revenue Bonds of ths 1961 Charter, is traced by the City Attorney. He
also etates that there is no need te submit revenmia bord proposals to the voters a»
no additional tax is involved. Chairman Starbivd points ocut that for relatively
amall capital axpsnditursa it Ia not Peamibla to usa gsperal obligatisn bonds.

RETIREMENT .
Tna Oity Attornay states that under the 1961 Charter, ratirement berefits could have
baan rodosed.

Member Pfaifle lLeavae at 6110 o'olack p.m.

He furthar states that the 1963 Charter submittsd to tha voters provided for & tax
rate Hmit of $1,40 per $100 sssasssd valuation, and agrees to the oharge in tha
statemant of opposition that tha propoesd cherter was a pompromiss of varloue opinions.

JUNE 2 MEETING :
Chairman Starbird racemmends that at the Jupe 2 meating non-controversial ssctlom of
the 1961 Charter be discussed, Member Roob requasts the Clty Attorney to be presert,

ADJOURN
The Committes now adjcurns at 6118 o'olock p.m.

OFORGE A, STARBIRD
CHATRMAN

FRANCIS L, GREINER
SECRETARY PRO TEMPORE

§-26-5)
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Municipal Employ

‘Chairman
Charter Revigien Committee
City of San Jose, California

Dear Sir,

discuss
sed City
we submi
rding

Sinca your Cemmiftee is
of the previously propo
taining to Retirement,

the following suggesied wo

The City Council in
time, er from time
or etherwise change
plan
 praviously establ

" 3a and 4 of Chapt
Jose Municipal Code
not decrease the le
in all retirement p

Sec. 1601,

exr

By the feregoing, it is our int
isting retirement penefits for
empleyees,

Very truly yours,

MUNICIPAL EMPLOYEES FEDERATION

Ofw A
/ED AED A @o@ '
. Manager

EaGibls

or plans insluding
ished pla

@

ees [ ederation

of the City of San Jose, 2 Califorpia Corporation
776 Miller St. San Jose 10, California

Telepherte 286 5250

September 1, 1964

ing today, that portion
Charter revigion per-

t for your consideratlon
for Sectien 1601:

ite discretion may &t any
to time, by oxdlnence amend
the petirement or pension
but not limited te,
ns by paris 1, 2, 3,
le II of the San
hey shall
w existing

g of Artic
provided that t
vel of benefiis no
lanslo

ent te obtain the same ex-
future as well as present
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SAN JOSE, CALIFORNIA Tuesday , September 1, 1964

The City sf 5an Joae Charter Cammittse canvendz this day in Raam 430, City Hail,
at 4:00 o'clack p.m. and the Sueecretary Pra Tempara calls the rall:

Praganty Mewbera: Atlkingon, Coyle, Jorgensen, MeKenna, Pfeifle, Sc. Jahn,
Taketr and Scarbird.

Absent; Mewbers: Barvett, Davidson, Raat, Ruffa, Rulz, Sturges and Sullivan
CONSIDBRATION OF PHNSION PLAN PRDVISLONS

Leongrd Marks &f the Fire Department speaks far menbers af the Prlice and Five
Departments &nd stataa that they wish to retain che prayisians in the prassnt
Chartsr s& that the Council eould add benafits but npet remove any benafitse, and
that thay do nat favar the praviaian in the 1961 Charter yevisian giving the
Cauncil cemplate cantrel, Ha raquedts thac tbe rata af cantribucian be meintsinsd
for present and future employees and preeent benefit’ cantinued for new emplayeas,
but agrees to condansing cha warding af che pravisions. Chief af Detectivaa Bart
Collina statea thsat the Pelice Department will heve difficulty in veeruitment if
benefite are decressad.

Edward A, Grasshaider, spesking fer the Municipal &mployees Federatian states that
the Couneil has asked far an investigation ef the twe pansion systams with the
poapibility of cambining tham beth under the Scats syatem, and since rhe benefits
under tha $cate syatem ere less than at present, thiz is the tsuse af tha present
concern. He files suggested warding fer Sectien 1601 af the prepesed Charter,
previding fer the retention of present provisiens for existing snd new employeas
which pravide that benefita cannat be decrersad.

Membar Davidean enters st 4:35 e'clack p.m.

Hre. Virginia shaffer expraszes har views an the subjeet, stating that in her
apinien the retirement age for polica and fire sheuld be lower than other amplayees.
Mr. Hathaway states tha cammitfes appointed to atudy the different plans Ls now
wedting and thay hape to prasent a praposal o the Ceuncil which weuld simplify
retirement lagislatien and adminiscratian,

‘Membar Barrett enters st 4:45 o'cleck p.m.

in reply ca guestion ef Chairman Starbird, Mrs. Shaffar states that & decisien

to place tha pravisions in the Charcar might hamper the Council, if it is found

that the Stete syatem might be mere deairable. 1In reply to question by Msmber
Pfeifle, City Artarnay Ferdinand Palia states that all Poliee and Piras Oupartmant
amployees are under tha retirement proviaiens, except far clerical employees, wha are
covered Ly MEF.

Member Sturges enters &t 5:15 a'clock p.m.

There is discursion of the centributian ratio, and RRrvice requirements ef MHuni-
eipal Smployees Federatien, snd Police and Fire Retirement and Mr. Palla states
the present plana pravide greater benefits than the State aystem;

REPORT DF CITY CLERK ON REFEZRANDUMS
Frapneis L. Grelner, City Clark, distributed ta the members statistical data en
recent raferendum petltions, and explains referandum pracadure. - Thera is discus-
alon on the vater-percentage raguirements, snd Hra. Shaffer speaks sgainst radueing
the number 8f sfgnacurea en referendum, vecall and initlative petitiona.

City Attarney Palla cites the percentage requireements which apply in general law
cities, and which differ from charrered citles end rheve is discusaeien en the
different methods of datermining percantage teguirements, Mrs. Shaffer states
that it is inequitebla to require mere signstures on a pecitisn overruling &
Councii declsion then weuld be necessary ta alect & Councilman.

Mr. Grelner rafers to e suggestion previously made that & percentsge of registered
voters In the leat generel electien be used, er the number vating in the last
municipal eleetian, which would be more definive than the Electians Code proviaiane
uslng tha number of voters yegistered en the day the petitien is £iled.

SJRJN000498 |



Wrs. Shaffar digcusses the diffieulry af obtsining signatures sn patitiana and
explaine tha teasan far abtaining signaturas from ecitizens nst living in the
specifie area ¢ancerned. Eha alea stateq thet 1f a refersndum is sueccessful and
ig inecluded in e stata-wide slaction baliat, the cast is retatively small, and
sugpests that nat mare than 10,000 signatures shauld be raquired to force Council
sctian,

There {3 discusgsian an the number sf vates required far elacfian 8f ¢ Gouncilman
and Membet Goyle paints aut the number of voters has nat gane up in spite af the
inersase in papulatian.

Membar Barratt feels a batter meana af settinpg percentage figures shauld be faund,
48 some elactlans ganarata mare interest than athers, and wauld maks e difference
in tha number of signaturaa raquired, in the avent af a subsequent referendunm
patitian, :

AGENDA FOR NEXT MEETING : .
After discussian it {s agreed that the September 15th meecing wiil ba s public
hearing an patitians far initiativs, rafarendum and recall, an the number af
aignatures raquired to farce Council actisn,

Ghaitman Statbird etetes that several department heads heve asked to appaar ta
digcuss their departments. Tt i3 sgreed thet at the September 8 meeting the egenda
will, include predentation by department heads, and discussisn af the public heating
held- August 25 on Gsuneilmen and Meyot's salary and tarm.

ADJOQURNMENT

The meeting adjfsurng at 5:50 a‘elack p.m., ta meet sgaln at 4:00 a'elsck p.m.,
Tuesdey, Septembar 8, 1964, in Raom 430, City Hall.

- GEORGE A, STARBIRD,
CHATIRMAN

FRANGIS L, GREINER
SECRETARY PRQ TEMPORE

By: Hay Pritx, Deputy

“2- /1/64 -
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SAN .J’OSE CALIFORNI.A . Tuesday, Ostober 13, 1964

Thd Gity of San.Joae. Charter Commlttee gsonvened -this  day fii-Room 430,*Gity Hall,
at 4:19i0'clocksp.wm. and the Secretaty Pro Tempore calls the roll:

. Preaent i :Members:-rAtkinsony} Coyle, ‘Jorgaasen Pfeifle, Root, Ruiz, St. John
o st £FFoenlow it oLand Starbirdav TR
gy . saliagd P R S S RS "
Absent: Hemhcra. Barrett, Davidson chgnna Ruffe Sturges Sullivan and Taketa.

FIUIRY WL S Fhi b ) P B " - -s i

SCLtY ‘Arrordey Ferdinend Pallifatstea thers are some basic issuss to be decided upon
by the Gommittee before hetusan:praceed with-drafring, glich-ds Givil Sarvice;  etd.y
and:.that thsre were ralatively suall declsionsd uhat.could -Bé-mada when the drafts

. ars.submitted. He pressnts:co. thea committee memberd copies-iof a 'draft’ of che first
fiva Articlas.ef the propesed Charter, explaining that rhs underlined pottions sre
those requiring approval of the committee. : .

L I
AT 1Y

-The - Chsirmen states that ifetheare i5.30- objectien the aectious will - 'be approved
withontduhe mecassity for.a Yotesv nﬁxg OGO A L b I
senad Vbl G RV e 30T ETLYS SN TR TR 'H.V BT Tt
ARTICLE I. - INGORPORATZON AND SUCCESS].ON )
LSS T S o0 S AR 1L A LIS = S A L A Y
Sectian 100 » Nsmn;vapproved
Segtion 10l- Boundaries, approved. _ .. . .
jacrisan 497 gno 4 on, Cmrag F e o sffectuty jale o Saertsr. e
MembersDavidsdn ':&nt:erm"-'als1&:‘26"’05-'6}‘66&ip.m. we fayer by ohe Oounel! AV
gecbar Bhayoas dgoves Lasc mile poowlaios crwisa a3 arlolen, tunotgsc oy cledner

Mhmher Sturges enters at-4:27 o'elockp: @, T ars, Sendta
apntqu o le v Ldsan, Jorgens ML Ttﬁ' T e -

Secmian‘LOZ ~ hdws, :Ordiviences, ete,, providing that ordinances adopted or spproved
by the electors may be repeeled or amended by the Counail approved. Membar Sturges
sugpests thar thiaseppesr "#€ tthednd'of the Charter. ) S

das oo M dwrwmag Brundben, and sdoplad holoe
Sectdon 103 ~ Succeasion, ated; upprcvc‘&.tﬂm«‘

3. el T, . - -
Section,IOh - Continuance of 9rasent Appoinniva nfficers end Employees Approved.
Member- Sturges suggests thia also could be at the end of the Charter, and che
Chairman agreea.

-

- )

A

Sencion 105 —-Continuity of Agencnsa. Approved as drafted with the following amend-
ment: ''....and shall have the power to continue any busginess, proceedings or other
matter. within the scope of its powers and duties under this Charter commenced by an
office, department or agency by wh:ch such powars and dutles were neretofore axer-.

-cised B . U kT o S L T R
) tE TR el '
Member McKenna enters at 4. 52 o clack P,

- Pk R o I O AT U R [ A AR .
SECCiOl‘I. 106 - Pending Maccers, apprn\rad R TS SR DU .

AREICLE L1 - POWERS OF THL CITY e
I oL RTT RS PR B LF ST R L T LT

Saction: 200’ =~ Genaeral: Powera. Approved as written. £ 1961 reviaion.

Section 20L ~ Special: Powera. Approved. The dectlon on enmexation &5 omitted.
Member Sturged questions the gectlon on eminent domajin and Mr. Palla states the
Ccity. has to be given power to acquire property outside the City, as the courts do
not alweys imply this auchority by the Ciey.

B L S waar ol e e A S W ot

Seetion 202 - Pranedures, approved . SJRJNOOOSOO
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Chairman Starbird polls the members on the number of votes required for inltiative, '
referendum, and recall, with the following recommendations being given:

Member Sturgea: 5,000 plus 2% to 3% of registered voters.
Member Coyle: As in 1961 revision, '
Member Jorgensen: Increasa ~ about 14,000, .
Member St., John: Increasa. ' : ' 3
Member Ruiz: Larger than they are talking about. ;
Member Atkinson: 10% of electorate on refarendum and initiative 15% on recall,
Member Pfelile: Same as Member Atkinson,
Member Root: Same as Member Atkinson,
Member Davidson: As in 1961 revision.

. Member McKenna: 8,000 to 8,500 signatures--close to Member Sturges' recommendat fon.

-

There were eight in favor of increasing the requirements and three in favor of

leaving them as in the 1961 revision, Chairman Starbird stateg that in his opinion
the public should have s chance to Inltiate legislation with a very small number of
signatures for a ganeral elaction and about. twice as many for a special elaction.
Member Atkinadon suggasts 127 of the registcrad voters st the last munleipal election
for a recall petitiom; 8% on referendum; and on initiative, 5% for a general election
and 8% for a spacial alsction, The -Chalrman aska tha City Attornay to prepare 2

draft with thesa parcentage rvequirements., In answar to question of City Attoraey

‘tha committaa agreas .the percentages would be the same for recall of Clty Manager.

[T S ——— PP N PP

ELECTION OF AUDITOR '
The Clty Attorney states the draft will sllow for an outside audit but not a ton- 53
tinuous audit. There is discussion of whather the auditer should be alacted. .1
Membar MeXenna ststes that im his opinion the euditor should hava special qualifica-
tiona and the people should ba given a vota for him, The Chairman asks whether the
committee prefers an elacted Auditor with duties vestricted te post asudit, or an 3
Auditor appointed by the Council with the right to direct his work outside of the
normal regular work of the City with the Auditer conducting an intarnal pest audit,
Member Coyle states the Council cannot tell an elected Auditor what to da, sad
Member Sturges states you tannot elact 38 much competence as you can eppoint. No
vote wasg taken at this time,

R .
Furn WAEFE W

POLICE AWD ¥IRE DEPT. RETIREMENT SYSTEM
Laonard Marks of the Fire Departmsnt presents and files a proposal on the retire-
ment gystem for Policte and Fire Department employees, Hembers are supplied with
a copy, and are asked to consider it for the next meating.

ADJOURNMENT
The maeting'adjourns at 11;10 o'elack p.m. to meat again Tuesday, Ottaber 20, 1964, 'J
at 4:00 o'clock p.m. in the Council office, to adjourn et 6:00 o clock n,m. far /
dinner and recomvena at 7:00 o'clock p.m. in Room 430.

GEORGE A. STARBIRD,
CHAIRMAN '

FRANCIS L. GREINER
SECRETARY PRO TEMPORE

By (Miss) Xay Pritz, Deputy
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PRESENTED BY: DISTRICT CHIEF LEONARD MARKS

add to: Arb. XVI Retirement

San Jose Fire Department
October 13, 196h

FIRE AND POLICE RETTREMENT PLAN,

1. Council may exclude same persons as designated in 78 b (3) |
{non emergency persons.) :

2. Must contain foilowing provisionss

A‘-

B.

C.

Be

Membars with 20 years servige; and age 55 may retire,
provided that the council. may lewer the retirement age.

Members shall be retired at age 65, pfovided that the
council may lower the maximum age. '

Members with 20 years service and disabled, may retire
regardless of cause of disability.

Members retired under A, B, or C shall be entitled to

50% of average salary for three highest years; or % of
current salary, or such increased benefit as may be provided
by the counsil. :

Proportionate shares of contribution for cuwrrent service
shall at 211 times.be 8 parts for the City and 3 parts for
the member, and the plan 1s 4o be actuwarially aound, with
an actuaral report at least every five years.

Anything to the contrary notwithstanding, the council may
adopt, establish or provide new oY different plans provid-
ing benefits in excess and additional to those herein
provided. '
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SAN JOSE, CALIFORNIA Tuesdey, Qctober 20, 1964

The City of San J@se Charter CSmmittee canvenes this day in Reem 420, Gity Hail, at
4.25-a'cieck p.m. and che Secratary Prs Tempore calls ths reils

Prepent: Membacs Atkinean, Barrett, Ceyle, Ruiz, St., Jeha, Sturges, Taketa and Starblrd.
Absent: Members Devidson, Jergensen, deKenna, Pfeifle, Reot, Ruffe, and Suilivan,

ABSENTEE YOTE ’
chalrman Starbird £ilas 4 ¢cemmunicacisn from Meobar Suliivan giving ki vite on the
following items: :
1. cCounpilmen's salary, Aye
2, and effective data Ave
3. Dept. orgenleation Aye
4, Elected Meysr Ho
5. Mayst's salaxy Aye

Cheirman Starbird requescs vote of Weabers Bacratt and Tsketa on the metien ke remove

the vete of csnfidence 2nd subshicute tha recail petitien for the 8ffice sf City Manager,
snd bgth membere vote Aye. Hember Ruife aske chst his vate be recerded ed Aye, af he

had sbatained from voring an this metion. The Chairmen remmenca thet tha voke of

Memb grs Ruffo and Sulliven haye nst been obtained on this matisn.

Chairman Starbird nsks Meabera Barrett and Taketa for their vote sn phe msrion thst’
the penaity be removed frém tha escfidn on interference in adminiatrecive asrfers by
the Councii. Both mewbers vete Ne; Membexr Tekete suggedcs 8 comprauise if this ie
the only previaion protecting fhe City Maneger, and questiong whether the peneity
should be s& Streng. Tha Clty ALCornty suggsatsasversl weys this sexbion could be

.wrigken; a provision whereby there would be puniehment , but not remevel} whern che
cauncii would have discrebion 88 ko removai; or reaovel by Lhe Geuncil by & lerger
thaa majority vote, Chelrmen Stacbird coomants thet Hembers Ruffo andSullivan hava
not expresssd Lheir vete on Lhis section,

CIVIC SERVICE COMMISSIDN )
The propased revision submitted by the Civil Service Commizgion is now consldered by
the commitbee. Mr. John Loaginetti of the Qivil Servica Cemm{ssisn, snd Mc. Doneld 8,
Marrsa, Perssnnei Dirscusr, ars presgnt.

city Atternoy Palla stsces chat the primary problem in this aras la wigh respeck ko
powers and dutfes, snd Lhat Lhere arda three kinds ef powecs: 1) advisery; 2) Admin-
istravive pevers Lo carry eub policies astablished by law--the Charter, City ordinances
or City rasolubioms;  eng 3) Legleiavive powers ran be plven, and thesa are limitatieng
an the powers ef the Ceuncil to govern and weuld escablish a subisldiary. gaverning bedy.

Member Davidsen enters ac 4:40 o'rieck p.m.

100 - Number: Afvar discussion Member Coyle moves thab tha Commission ba cempssed
of five members, seconded by Member Bt. John, and wpsnimeudly adepted,

qualifiracions: T¢ 1 moved by Member Taketd that there be not acre then four of
&ne #ex; ans meaber en accernay, and all registerad voters, geconded by Member Atkinson,
end adopted by the foliewing vobe: Ayes:. Members ALkinssn, Barrect, Covie, Davidéon,
Ruls, St. John, Takeka snd Starbivd, Hoes: Membar Snuxges.

Term: Mamber Tekeba moves, saconded by Member Arkinson, Lhat bha tera be for
six ymars aad that the parms be staggered, and not adopted. Ayag: HMembers Ackinson,
Bargatf, Davidson, Ruiz, S¢. John, Takete and Stspbird, Woeg: Hembers Sturges and
Covie.

There 1s discuesien with tr, longfnstti on the mesbership compealtion of the Commission
end the numbsr af meecings uoually held par mengh.

Haew salfcted; My, Palle otetea ac present Commissioners are gppointed by the
ceunril, and phat che 1961 revision euggasced there ba one meaber caprecenting tha
awpiayees, to be selacted from three vsndidates pubmitted to the Council by the smploy-
eea’ group, Member Bturges statas that in his opinish the Commissi®a should be repra=
sentstive of bLha couneil snd 4loo Lhe enployaes and not selected encirely by che
geuneii, end Pember Ruiaz sgrees, suggesting a labar vepresantativa, Hember Stuxges
wovee Lhap che Commission b8 compssed af four members selected by the Gouneii and one
asmber salected by tbe amployees, and the mation dies for lack of a second, There i8
digeuseion of tha aeed for an ztrerney on Lhe Commission =nd M. Langinetri and Mr.
Pailg stete that an attorney is quaiified to rule sn meering procaduces and ta. ingure
orderly condust of hearings.
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thie propstal le e compromise as it had eriginally bean intonded that tha ewmployees
directly salect a member, He stater that the employees fael that the jsbs ef Persen-
nel Mrectsr and Secretery to theClvil Sprvice Commiseion shsuld bs splic, end he
elso gupgests thab more than three namss ve submitted to the council far selacting

sn smplayee represemtaiive.

there 1 diseuselon of ths sdvisshilicy 2€ limiting the number of terms of the
Commlssioners. ’

Member Sturges entars at 7:55 o'eclock p.m.
& guotum 18 pow present and che_maetiug proceads,

POLICE AND FIRE.DEPARTMENT RETIREMENT SYSTEM

The recommendatlen previcusly .presented by Chief Msrlks ls censidared by ths commitiase.
The Chiulrmen atates there hed been no sbjscrlen tn it ab the hearing which wes pra-
viously held, except thet it blanketed all future enployess into the present program,
gnd he asks Chief Mszks tn explain his reasens fpr thia provision. He states that
this 1s tp insure thst there is a pensipn plan £8r future smployees; snd cthat they
went a bablc pansisn plsn tn cover all pressnt and fuiure empleyees. He explains the
history of the pellce and fire pansion plan in the City af San Jope,

The items in the recommendatien are tesd and discusged, and also che proviglen requestad
by Chief Marks that the pian he actuarily sound end he stet®sa thie is to ingure that

the fund would eiways be adequate. He sbtages that = statement ef minimum benefits in
the Charter would ba satisfactory, and that thera has been wording since 1960 giving
sprion to the Cpuneil to adopt e new eystem, previding the benefits were nol leseenad.
Msmber Devidaon questions the need for a separate retivement system f£or Pelice and Five
papartmente, ahd Chicf Marke statos thete are memy additicnal banefits granted by
ordinence in thelr xetirement systew.

CIVIL SERVICE COMMISSION .
There {s further discuseisn, end the GLity Attorney esuggeste 8 provisiom thet five
effirmative votea of the Counell bs required o change o rule of tha Civil Sexviae
comnigsinn provisusiy granied them by the Cpuncil.

Member Takebs fnquires whether there will he o limitarfan on Cermes snd Memhers Coylz
end Davideon suggest @ limit of twn terms. After diecussion and cnmuents by the City
Atterney snd Commissloner Longinotti, it Zr egxéed that a long term on thie Commiseion
is not wndasireble due tg the nature of fts responaibilities. Member Sturges gussbiong
the tequirement thet ome mewbex he an attnrney, although he states he does not oppose
this, and he suggests hiring en eutside sttorney in apseific instsnces where pne is
neadad.

ARTICLE XII - FISCAL ADMINISTRATION
The City Attprney comments on the pectlons in thie arcicla, and states the budget
serves s B #eans ef decermining the limits of taxecian and that che cetegories in
the budget will be set up by the Council with the Manager heving leeway within tha
deportments.

It ia agread to omic the manner in which appropriations will he made.
The sections on capital out lay and generel fund are approved.

Section 1715, Independent audit: It 1s agreed ta lsave out the provision for 8
continuous sudit.

Section 1217: Requiremoncs undsx Pubiir Bld were adepted by tha Commitcee 9/21/64.
Searion 1219: It ig agreed Lo leave oub the provision on lscal purcheses, .
Section 1221, C8atrpl and Use of Public ULility Funde, It fa suggested that thiz be
put befnro Sestion 1213 Cepital Cuelpy Fund, or omitled.

Section 1222 is agreed upon a@ writcan inthe 1§61 revision.

ARTICLE XIXI - CREATION OF SPECIAL TAXING DISTRIGTS
Chalrman Starbizd states that in his epinian this Attlele could be deleted. In answer
tn question of Membar Taketa, Mr. Falla statss this could become 2 legel issue es tha
Ceostitutdon Stetas thare gan be no distziminztion en tsx rate OT apeestment, hut that
this has not bsan a Fubject of major interest iIn the last two yeers. It 14 agraed
that this will be left eyt. .

ARTICLE VI -~ LEGISLATION
The City Attorney distributew and filas & drafy ef Avticles VI through IX for cnnsld-
erstion of the members nt GLhe next meeting, Ho speeks abgut publication of ordinances
{Sestion 607), stating Lhat the proposed pravisiom requiring publitstion nf ordinznces
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MEMBER

Municipal FEmployees Federation
of the City of SanJose, a California Corporation
776 Miller St. Szn Jose 10, Celifornia

- Telephone 286 5250

October 27, 1964

Mr. George Starbird, Chairman
Charter Committee
City of San Jose, California
Dear Mr. Starbird,

The Municipal Employees Federation offers the following

' recommendations for inclusion in your committee's think-

ing, discussions and hearings before the final draft of
the new proposed Charter is completed:

CIVIL SERVICE COMMISSION

1. We feel that the provisions of the revised Charter
(1962) regarding nominations by employees of at
least two Commissioners should be placed in the new
Tharfer. Each could be appointed by Council from a
1ist of three, nominated by the employees. This
practice is consistent with that prevailing in other
jurisdictionsj for example, the Personnel Board of
the County of Santa Clara.

2. Since about 50% of public employees are female, the
stipulation of "not more than four Commissioners
shall be of the same sex” implies that only one shall
be a woman. This, in our opinion, is discriminating.

3. The mandate of an attorney being one of the five Com-
missioners has no justification. Fox, under such a
provision, this person normally 1s elected the Chailr-
man, not because of his presumed extraordinary capa-
bitities, but rather in deference to his professional
status.

4., Commissioners should be limited to itwo terms.

5. We feel the office of Secretary to the Commission

should be retitled to "clexk", and that the Personnel
Director should not serve in this capacity since he 1s
administrative advisor to the Commission and, in our
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Mr, George Starbird, Octeber 27, 1964, page 2

opinion, cannot function properly for both manage-
ment and employees.

RETIREMENT

In our presentation before you regarding Section Lé0]
entitled "Authority to Amend Retirement System", we
again offer the following: ‘

Sec. 1601. The City Council in its discreticn may at
_any time, or from time to time, by ordinance
amend or otherwise change the retirement or
pension plan or plans including, but not
limited to, previously established plans by
parts 1, 2, 3, 3a and 4 of Chapter 9 of
Article II of the San Jose Municipsl Code
provided that they shall not decrease any
benefits now existing in such retirement or
penslion plan or plans., :

Very truly yours,
MUNIGI EMPLOYEES EEDERATION
OF.?H// ITY OF S OSEﬁdgii;%;;

Managexr

dward A., GroggHeider,

EAG:bls
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Subjedt:

" Municipal FEmployees Federation
of the City of SanJose, 2 California Corporation
776 Milfer St. San Jose 10, California
Teleplione 286 5250

December 4, 1964

_Charter Revision Committde

Inclusions -of basic retirement benefits -
"now in existence for the:Federated City

Employee,agtirement System -

We understand'that}alspécificéﬁrqﬁbsal has been presented

-.tofyoqr body for Police and Fire Retirement basic benefits.

' After careful. study of the matter,, we would like to sub-
‘mit a similar proposal as it pertains 'to the Federated Retire-
‘ment System. S Lo

In order to facﬁlitate the intlﬁsﬁbné of both Retirement

. B.
C.

B

. ES:bls
MEMBER A

benefit bu

"gystems in the proposed Charter we.suggest the following pro-
~visions: . B :

Members mafgrétire at ageﬁ55jﬁith 25 years of service.
Mandatory rétirement shall be at age 70.

b 10 years of service may be eligible for
-etirement at 90%.of service retirement
inot less than:lq pay..

1 receive 2% of -tHe highest 3 year average
‘y. for each year of service., (This will
equal 50%:or % pay at 25 yesrs of service.) '
Ratio for: ﬁrnent service contributions shall be 8
parts for-the City and 3 parts for membexs.

The City Colincil may adopt any amended or new plan or
plans, providihg benefits| in'@xcess end additional to
those hersin provided. " "

Members wit
disability

annual sa

Subip it ted~by

A TN .i

Retﬁrﬁmgnt”Committee o1 the
Municipal Employees Federation
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SAN JOSE, CALIFORWIA . Tuegday, Decembar 8, 1964

The Gtty.af Sen Jose Charter Committee convanes this day in Roow 430, City Hall, ac
4:15 o'elock p.m., and the Secretary Pro Tempore cails the roll:

Fresant: Members Atkimson, Barvett, Jorgensen, McKennz, Ffeifle, Rost, St. John,
Taketda and Scarbird.

Abseat: Members Covle, Devidssn, Ruffo, Bulz, Sturges and Suvllivan.

CORRESFONDENGE
Ghairman Starbird reads and files a letter from the Hunicipal Employees Federatilon
on retirsment provisicas, He states that the communication from Membar Bdryett will
be conasidared by the cammittese st the prepsr time.

Member Goyle entexs st 4:20 o’cleck p,m.

ARTICLE XTI - FISCAL ADMINISTRATION
Section 1224. Revenue Bonds. The Clty Accarney stetes that this gsectlon eontelns
saveral peints for the committee to consider end explains varieva kinds of revenue
bonds which ars actually veimbursible contragea. He egks if the committee wishes to
limit the Ceuneil on che ampunt of revemse bonds 1seued en a particulay preject. His
recommendetion is that ehe sestion remain gilent en revenuve bonds ether than fer
effmgtreet parking, and that Lt contwin a provision prohibiiting public utility bonds.
Member Barvstt suggssts that a definitilen ef revenue bonds bé included, M. Palla
will redreft the section.

Mamber Bavidzea enters at 4:32 ¢ sloek p m.

Sectésg 1218,  Bid reguiremeptz. The City Attsrney discributes a vesdraft, steting

. thdt he hds included a pxovielon covering public work done by & subdivider, developer
or owmer ©f veel propzt:y. Membar Cevidsen apeaks of cha denger of ebuse wi:h en
unrealistic enginsars' sstimata in conmectien with the rejection af excessive bids
by the Council It is agread to rsword the lLast seatence of the first paregreph on
Page 2,."...declares that tha bids were extsesive, it may efter readvgrtising,
have.,."

Mewbey Sturges:enters at 4:39 o'cleck p.m.

ARTICLE XIV - FRANCHISES :
$sctive L400. Power to Require Franchissa, The City Attorney stetes that some
utillities nave franchises under the constitution, some by electioca, and chat the
City's frenchise powers are very limited. He suggests glving the Council power
to require franchises but giving them discrstion in the use ef such power., Upon
inguiry of Member Sturges, he stetes that San Jesa, as e Charter Clcy, hes more
powers bhan 1t would have under Stete lew.  Appreved,

Section 1403, Term of Franchiss. Approved.
Secrign Lulh, Furehabe oF Gﬁndam L r clty. Appreved.

Sedfien g%% . Adgquata. Cof stion,  The City Avtorney states that this sectier
teuld be gdeleted. He suggssts the wording on compensation be changzd to 'such con-
pensation as tha Council may deem preper." It Ls egreed chat che section be deleted.

Ssction 1406. Exercleing Right Without Eranchise. Approved.

Sectdon 1407, Argicle Not Appliveblé Lo Gity, Appreved.

secg;qn_paaa. Pregefva ok Rij y Tha City Attorney states this cevers e
slfudtion vhere tha ZGut £ nlght Inguire 1f the City had frenchlae pewer en e
aertain dete. Approved.

ARTICLE %V ~ SCHOCL SYSTaM. Approved.

ARTICLE XVI - RETIREMENT

Sectdon 1600, Duty te Frovide Rebirement Syatem. Appraved.
Searion LADL, Exeluelons.. Approved, :
Section 1602, Aubhority te JQin Ohh.er Syar_:ems. Appraved.
Gection 1603. Continuance of BRiBL gtient Systems. There &s discussion on
vhettiey minimum Benafits shodlé be iistnd 1n ths ghayter as yequested by employse
erganiaetions. In answer te questien of Mr, Pfeifle, Mr. Fella states that Police
and Fipemen want a sepavats retirement systsm due to the netura of their wérk, and
he stutes that the bemefitd they heva, including much greater survivorshdp benefits,
do net coat the City any mere, He stetes elso that the Council can exclude glariecal
‘employees frem eny new Pelice end Fire Department ratlrement plan, There ig discus-
sien ef the State retipement system, and Mr, Falle points out that although undar
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the. Stata-‘system the Police. ond. Fire benefits are. higher than for ather enployaes,
{ provides. tember AtkinSﬂn mpyes that Sectisn
benefits, saconded by Member Davideo#, and

1607 b rewritten to Include
unanitsous ly adspted.

ARTICLE XVII - EL&GTIDNS .
Géneral Hunic_pal Elactions, r. Falla states the City Clsrk should

"ta designate for any second alectist, Approved.
Appraved.

sfop 1703 3 gvéndiim; #nd-Reeall. Member Davidson questicas the
percgacage f&gures End. otataa thﬁt 16 His opinion they had not besn formally adopted.
Mewher Atkinsen's matfon that they Ye adepted is not saasnded and no vote 1 taken.
Foliewing dlscuseion, Lt is agread to table thisisab:jéot until tha next meating.
Sedtien 1704, Removal of Gity.
{4) The parceéntgga figure 18 questioned by Hember Coyle.
(b) After discussion, it is egreed to provide for a special electivo.
{c) and (c) approvedh

AGENDA
Diseussion with ?1anning Commission t8 scheduled for 5:00 o'ecleck p.m. on Dgw, 15.
General Provisfons - ARTICLE X¥III will be considered, and Injtiative, Referéndum
and Racall reviewad. Chalrman Starbird outlinee his plen to have two or Lhree
committes members prepare the Charter for printing as a praliminary drafe. Hember

Taketa movas that the Ghalrman proceed accordingly, saconded by Member Coyle, end
unanimously adopted.

ADJOURN

The meeting adjourns at 6:00 o'clock p.m., té meet #gein Tuesday, December 135, 1964,
at 4;D0 o'clock p.m., In the City Gounoil office.

GECRGE A, STARBIRD,
GHATRMAN

FRANGIS L. GREINER
SEGRETARY PRO TEMFORE

By: Kay Pritz, Deputy

e 12/8/64
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" FORM 110.40 o ' : | : _ ,//lf}éJfﬁﬂ
CITY OF SAN JOSE -- MEMORANDUM

T City Councll : sroMThomas W. Fletchér, City Manager
oustscy DEFINITION QF PRIDR SERVICE -~ POLICE AND' pare May 12, 1971 '
FIRE RETIREMENT PLAN . .
APPROVED . DATE " fl - -.'j-‘"-- f:‘-
ol - ": (.."’
HISTORY - At

On February !,.1962, the 1961 Police and Fire Department Reatirement Plan ;;raf>
became effective. Dne of the sections of the Plan, 2903.279, which is part
of the San Jose Municipal Code, states in part: = :

M, ., . . the Clty of San Jose shall contribute to the
Raetirement Fund, monthly, all such amounts as the Retirement
Board shall find must be contributed to the Fund, on account
of service rendered by members or other persons prior to the
effective date of this Part 3A and on account of benefits
payable because of such prior service, to make this plan
actuarlally _ sound .to the extent that such amounts are not
provided by such members! or persons' accumulated prior
service contributions and said City!s prior contribution

for such prior service,’t . :

However, the actuarial ‘firm of Coates, Herfurth & England assumed that
"prlor Service® meant ajl servige occuring prior to an actuarial evaluation
. for purposes of determining contrlbution rates and thus made recommendations
that the City pay the entire cost of deficits accruing between actuarial
evaluations. The City has been paylng the entlre cost of such deficits 5iNce
1963, .

The Police and Fire Department Retirement Plan Board of Adminlstration
has set the Clty’s contribution rate for Prior Service since 1362 as follows:

-Date : Rate

J=1-63 S 3.56%
| ~2L-54 L, 35%
1D=}9~64 L,87%%
10=3-66 5.36%
B-1-68 ' 8.00%

The City requested that an actuarial evajuation be conducted as of
July 3, 1870, and the actuarlal flrm of Mitchell & Kadoyama was retained to -
perform the service. |In his preliminary report dated January 7, 1971, the
new actuary pointed out that:

WThe previous valuations seem to have assumed that currenat
servlice costs are those csntributions required of new entrants
to the pian, with prior service costs bsing the balancing |tem,
"This method puts a heavier burden of contribution upon the City,
as opposed to the more !imited definition of prior service which
we have formed (from reeding the PIan)g*“**%* - : »

R \

D MaLYerT
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The Board of Administration of the Police and Fire Depariment Retdrement
Plan requegted that the City Attormey state his opinion as to the definition
of "Prior Service" as it relates to the City's contribution to the Plan. The
City Attorney furniszhed the Board with a written opinion dated March 12, 1971
(see attached) that stated thst "Prior Service" refers to service rendered
prior to the effective date of the Plan which was February 1, 1%62. The rep-
ragentative of the Fire Union stated to the Board that Californiz case law
superseded the Retirement Plan and cited two cases that oceurred in Scuthern
California that might affect the Attoxrnmey's opinion. The Board requested that
the -City Attorney review the cases preseunted and to give an opinion as to their
affect on the definition of "Prior Serviece'. Ig an opinion dated April 20,
1971, the City Attormey atated that the cases presented would not affect the
- previous opinion relating to the definition of "Prior Service". At the re-
quest of the Fire Union, the Retirement Board -then requested that the City
Council set a policy as to the definition of "Prior Service" that should be
used in determining the City's rete of contribution fo tha Police and Fire De-

’Partment Retiremsnt Flan.

ALTERNATIVES

1, The City Councll may.retaln the preseat defialtion of "Prior Service!
and state that as s marter of policy, the law 1s clear that in the Police and
. Fire Department Retirement Plan, "Prior Service™ is only that aervice occutring
hafore February 1, 1962, and that all contributions relating te service eccurviug
after that time akall be shared on sn 8 to 3 ratio by the City and the employees.
This policy would not require a2 Code amendment. The Council would request that
tha Retirement Board set the rates of countribution for "Prior Service" in accor-
dance with 2903.279. The employeeg would then ghare with the City the cost of
all deficits oceurring after February 1962 ina 3 to 8 ratio.

2. The City Coumcil may wish to redefine "Prior Service" as requested by
the Fire Union stating that as a matter of policy, the City should continue pay-
ing the total cost of all deficita oecurring prior to actuarial valuationa under
the definitfon of "Prior Sexvice” as a balancing item when setting contribution
rates. A Code amendment to the Retirement Plan would be required to changs the
existing Section 2903.279 which dsfines "Prior Service" as that service oecurring
prior to February 1962. The effect of such an.amendment would be the assumption
by the City of these costs equaling 1% of payroll or approximately §100,000
. anonnally forx g deficit that hag accrued hetween Fabruary 1962 and the date of

the actuarial valuation,

RE COMMENDA TTON

Since this question is a significant one from the stendpoint of costs and
is clearly related to employee retiremenf contxibutiona, It is recommended that
any auch proposal for change In the Retirement Flan be referved to the "Meet and
Confer" sessions presently under way.between the City representatives and the
Police and Fire Department employee representatives.

T. W. Fletcher
Ci y Mapagex

f/i;}r ?L;kf»r D /%&(2fgéwke? ;ié? j;
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RESOLUTION NO, %0059

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN
JOSE REQUESTING BOARD OF ADMINISTRATION FOR
POLICE AND FIRE RETIREMENT PLAN TO ADJUST RATES
OF CONTRIBUTION FOR CITY AND FOR FIRE DEPARTMENT
. MEMBERS AND POLICE DEPARTMENT MEMBERS OF POLICE
AND FIRE DEPARTMENT RETIREMENT PLANS
BE IT RESOILVED BY THE COUNCIL OF THE CITY OF SAN JOSE:

WHEREAS, the actuaries for lhe Pglice and Flre Departmant
Retlrement Plans have prepared and submitted to CLty a report of
Actuarial Investigation and Valvation of the Police snd Fire Dee
pariment Retivement FPlens, which wreport was sulmmltted ﬁnder-letter
dated May 11, 1971: and

| WHEREAS, said report indicates. the rates of contribution needed
"to be made to the Police and Flre Department Retlyement Fund by City
and by the employee members of said plans; and

WHEREAS, at page II/3 of said report the actuaries set forth
the rates of contributicn required of both Clty members based on the
fact that "'Prior service! relates to active mewbers' gervice prior

to effective date of 1962 Plan' which plen is set forth at Part 3a

of Chapter 9, Article II of ths San Jose Munileipal Code and is properly

ealled the 1961 Police and Flre Department Retirement Planj; and

WHEREAS, at page IT/5 of said report the actuaries set forth ths

rates of contribution required of both City and membere, assuming that

Mcurrent service? i3 determined as the rate required of new entrants

and f'prior service' is a balancing item.%; and

WHERBAS, this Council is informed and bellevesg fhat the mtes
set forth at page I1/3 of =said actuaries? report.are correct and
props8y &nd are required to he estabiished by the provigiona of the
1961 Folice and Fire Department Retdrement Flan and that those rates

set forth at page I1/5 of said actuaries! report would be correct only

!
if the 1962 Plan were proposed to be amended to exclude from current
Berviece contributions by members any ameunt required to make up any

deficlt resulting from the fact that previoue rates of contribubion

-lu
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made by such members were Lnadequaté to fund costs attributaple to
service rendered by such wembers prior to the date of a change in
contribution rates for which service said mewbers were entitied as
of the date of such change or amendﬁent, to receive credit under
said Flan; and

WHEREAS, this City Council did on Jure 28, 1971 approve for
implementation that certain "Memorandum of Understanding For Joint
Submigsaivn to the Council of the Clty of San Jose Regarding the San -
Jose Fire Fighters, Local 873 (Unit)," which 15 on file in the offiée
of the City Clerk; and

WHEREAS, Section 5.00 of said memorandum of unmderstanding in
part provides for the amendment of the 1961 Palice and Pire Department

 Betirement Plan established by Part 34 of Chepter 9 of Article II of
~ the San Jjose Municipal Code, to provide in part that with respsct to

Fire Department members "when, from time to time, the Rebirement Roard
changes or amends the rates of contribution required to be pald by |
City and by members for current service, the new rated thereby esm
tablished by the Board for . . . Shall not include any amount requlred
4o make up any defleit regulting from the facﬁ th&t previous rates of
contributlon thereto made by the City and by such members were 1ﬁa
adequate to fund costes attributable to service renderﬂd‘by such nmembers
prilor to the date of sald amendment or change of rétee for which
service gald mambersIWere entitled as of the date of such change or
amendment, to receive ¢redit under eald Plan. . .“; and

WHEREAS, this Cownell inbtends %o. amend the Code es above set forth
with respect to the Fire Department members of said Plan; and .

WHEREAS, 1t 1s 4n the public interest that rates be establishsd
by the Board of Adminlstration of Police and Fire Department Retlrament
Plan in accordsnce with the rates sl forth at pege iI/3 of the actuariles’
report for all members of the 1951 Pollce and Flre Department Retlrement
Plan except Fire Department members of tha retirement plan; snd that

wlth respect to Pire Department members of said plan 1t 1s in the

0-2*
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public interest and.in keeping with the general intent of the aald
memorandun of understanding that rates be established in accordance with
sald proposed amendusnt and as set forth at page IT/5 of said.
actuaries' repert. ‘
NOW, THEREFCRE,
1. This Council hereby requests the Board of Administration for
Police and Fire Retirement Plan to establish effective July 1, 1971
the following rates of contribution for all Fire Departmént wembers
of the 1961 Police and Fire Depariment Retirement Plan snd for the éity.
Coﬁtributiona by City to 1961 Plan

For current service; 10.80% of payroll subject to
retirement

Tor.Prior Service: 7T.09% of payroll subject to
retirement

Contributions by Fire Department Members
4,084 of payroll aubject to retirement

2. This Council also refguests the Board of Administratlon for
Police and Fire Retirement Plan %0 establlsh tha following rates of
contribution for all membaers of the 1961 Police and Fire Department
Retiyement Plan other than the Fire Department members and for {ity,
effoctive July 1, 1971: '

Contributions by City to 1961 Plen

For current servige; 13,00% of payroll subject to - .
ret{rement

For prior service: 4.24% of payroll aubject to
. . retirement

Contributiona by members opther than Flre Department memebers

L.88% of peyroll subject to retirement -

SECTION 3., In addition, the Counell requests the Board to establish
rates effective July 1, 1971 a8 shown in the actuarieé' raport for con-

tributions to the 1946 Plan and for cost of living eontriltutions,

ADCPTED this  i2th day of July , 1971, by the
following vote:

AYES;: Councllmen - Colla, Gogllo, Hayes, Hays
NOES: Cowneilmen - Mineta

absent~5’003gf en = Gross.
ArrESTe- KRl s [ ﬁn] JJMD

Byt Roy H. Hubbard, £l¢=:pu.l:~_.nr
CTEy Clerk 3. Norman v. Mikéta

P e L
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- BRDINANCE NO 19680 .
. -AN ORDINANCE OF THERE CITY OF SAN JOSE AMENDING .
",TOPIC §° OF PART. 3A OF CHAPTER 9 OF ARTICLE IY -
_--OF THE SAN JOSE MUNCIPAL CODE BY AMENDING
_ SECTION 2903.279 AND SROTIOW 2003,280 TO PﬁDV!DE
. FQR INCREASING ciTyis CONTRIBUTION FOR SERVICES
- RENDERED BY MEMBERS OR PRRSONS PRIOR TQ INCREASE
IN THE CONTRIBUTION RATES.

BE 17T ORDAINED BY THE CODNCIL OF THE CITY OF SAN JOSE:

_ ‘Secticns 203,279 and 2903.280 of Topio 9 of Part A of
'chapter 9 of Article IT of the San Jose Municipal Code are hereby
 amended to read as foliawa: |

2903.479, Contpibutions for Prior Servize Bemefits, If

'-anf person who ig a member of or a reoipient of 6r entitled to any
.benefits under the Polica and Fire Department Retizement Plan
_established by Fart 3 of this Chapter, or who has made any contxi-
.::ﬁuiith'theratb, e1ects; pursuant to and as may be autherlzed by
" the prdvisions of thiz Part, to become a member of this system or
to recelve any benefites provided by thle system, in ideu of being &
menker of or recelving any benefits pursuvatt to the provieions of
' the Police and Firs Dopartment Retirement Plan established by Part
3 of this Chapter, any a#d all contributions theretofdre made by
- said member or person. to the Police and Fire Department Plan
‘eatahlished by saié Part 3 of this Chapter and therein credited to -
"him shall be paid or transferrad to this system and credited to
-__such manbar or parsun 8BS & ountributien made by h:m to this system
for or on aocount of all Servioe randered by said member ar person
prior to the time he becemes a mamber of or electe to receive.any
" benafits under thia system ior which Batvice such membsr Of perscn
A given credit uvnder this systam, and for payment of benefits .
 required by this system to bz paid because of service renderad by

such member or person prior to the time he becomes s mamber of or

R
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ele¢ts to Tedelve any banafité andar #his system, - Anything else~
. Whete in this Part to the cdhtrary notwiths tanding, ho perach whe
- haa been br is a member of, or is entitled to receive or is reoslving.
. any henefits undeyr the Police-ﬁnd Wire Deyartmeﬁt Retirement Blan
':eaﬁébliShea by Part a.oi'this:chapte:'may bacoms a membar Of this’
aystem oy be entitled to any bénefits:theteuﬁaar anless he agrees
" to the ebeve, . and suct transfers or egftributions are made oX paid
as above provided. Any such merber or person shall be deemed to
have agrzed o the above upen eleating to become a member of this:
syatem ox uppn electing to receive any beneflits thersunder.

In addition, all eontribuiions heretofeore or hereafter
made by the City of San Jose to the Police snd Fire Department
Retiremant Plan established by Part 3 of this Chaptsr f£or or on

~d@ccount of service randered by any of the above mentloned memnbars
'gor persons prlor to the time they became membera aof thig system (=%
7:elected to receive any banefits hereunder for whzch service auch
"nmmbers o¥ persons are gLVen credit under thna system, Shall be
:. transferred 1:0 ‘this system Atid credzted to t.ha Caty of San Jose as
part of its cohtributions to this syateii for of on adobint of said’
" prior sexvice rendered by said members of persons prior to the time
.thEy became members of or elected to receive any benefits undex this
_gystem and for the payment of benefits reguired to be paild by this
' system becauss of such prior sexvice of said members ox parsoﬁs.
i  Tn addition, the City of 8San Jose shall contribute to the
Retiremant Fund, monthlyr &1l #uch anounts as the Retiremant Hoazd
shall find must be gontributed to the Fund, on accouht of service
rendared by members ox other persons prior to the effective date of
‘this Part and on account of ﬁanefits payable becausg of such prioxr
aervice, te make this plan actuarially sound to the'axtent that ~

puch amounts are act provided by such members' or persons' accumulated’

- -sJR.i!ghoooms |
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prior.aarvice cotitributions and said City;s prior contributions
for such prior service.

In addition, the City of Sen Jossg éhall contribute to the
Retlrement Fund, monthly, all such amounts as the Retirement Board
ghali find must be contributsd to the Fund, to make this plan ’i
actuariélly sound to the extent that guch amounts are not provided
5Y meiber and CLty'a current service contributiohs as prbfided for

in Section 2903.280.

: . 2903.280. Curfeht.SSEVQééﬂCcnttibﬁEiuns. " The Reétirement
Board shall detevmine and £ix, and froﬁ time to time it may change,

" the amount of mﬁnthly contributions for oﬁrrent service which muaet

ba required of the city of 8an Jose and of membexs of thism system

to make and keep this plan and the Retirement System at all time
actuarially eound. For the purpose of this sectidn “contributions
“For current service” shall mean at a rate of contributien which ig
'-naaded to provida the benefits payabl& under this plan tn B Dew
':antrant. Rates for current servica sha11 not include any dmount
required ta make up any dafieit. xesulting from the fact that previous '
" rates of QOntributaan mads by the City and menbers ware inadequate

> to fund benefits gttr;butable to service rendered by such membars
pricr to the date of any change of rates. Said Clty and said members:
ahall'mﬁke and pay all such monthly contributlons as are found
.hacessary apnd as are Fixed by the Retirsment Boerd; provided, however,
that the mbnthly contxibutions raguired of mewbars, as compared to
the monthly contribumtions raquired of the City, shall at all timas

pe in the ratio of three to eight, With respect to monthly conty i~
butions required of membere, the Retiremgnt Board shall dstermine

‘af& f£ix, and from time to time change, the rate of monthly contris
putions required of each mewber, that is, the percantage of a member’s

' mobthly compéneation which he will be raquired to contribute monthly

SJRJH000517



18680

to the syatem, and shall furnieh such informaticn t¢ the Directer of
Finance, ap hereinabove provided, 3¢ that payroll deductions way be

made ag hereinabove provided.
PASSED FOR PUBLICATION OF TITLE this _3rd day of

July , 1979, by the following vote:

AYES:1BSTRUTH, GARZA, MCENQRY, PEGRAM, SBLF, WILLIAMS, AND HAYES

- NOES :NONE

ABSENT: NONE

iANﬁEiTnXY‘ah?j? THAYSE

- ATTEST: FRANCIS I, GREINER

-

._;%52;4ﬁa 2 Pacu

'_ il “Tity Clark




EXHIBIT CC



QOSTON
CHICAGD
CLEVELAND
OALLAS
DETROIT
FORY WORTH
HONGLULY
HOUSTON
LOB ANGELES
MiAME
MINFEAPD 1S~
ST, PAUL

THE %ﬁ COMPANY

ACTUARIES AND CONBULTANTS

PEHAIOH EMPLOYEE

COMPENS »_lTION
ALANG "BENEFITR

PROGRAMD

IHTERHATIONAL
HEHEFITS

EMPLOYEE RIBR
COMMUHICATIONE HANAJEMENT

300 MONTRGMERY STYREET
BAN FRANTISCD, CALIFORNIA DAIO4

GFC - L8 G F

{418} aB1-n70O

August 16, 1978

— R

=

Mr, Bdward F. Overton

Retirement & Benefits Admindistrater
CITY OF SANW JOSE

801 N, Flrst Street

San Joge, CA 95110

RE: Polilee & Fire Contributlon Rates
Dear Mr. Overton:

At the request of Ken Amende of your department, we have cal-

‘culated the distribution of 1978«79 contribition rates among
_current and prior aervice and -the cogt-of-Iiving plan.

Cost=of~Living
1.07%
3.85%

Gurrent Service Prior Service
6,357 - =0-
- 16.95% 5.25%

Member
Cilty

Yours very truly

istine Nelson, A.5.A.
Agaoclate Actu y

(000 L4,

E. Allen Arnold, F‘S A,
Actuary

CN/EAA/Dg

. TOTAL

Q%m%ﬁekm

m?(ﬁ

NEW YORH
DRLANDC
PHILADELPHIA
PHOENIX
SAN QIlEQQ
BAN FRANCISCOD

- WABHINGTYDN

TTAWA
ONTG
VANCOUVER

'&onmzm.

@ aﬁ?«_zf;(
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BOSTOR NEW YORK
cHicAGT ORLANDC
CLEVELAND PHILADELPHIA
A oo
OEYROIT THE COMPANY SAN FRANCISCO
FORT WORTH . WASHIHOTON
HONOLULY . —_
HOUSTOH ACTUARIES AND CONSULTAHTS MONTREAL
LOS ANGELES OTTAWA
MiAHI PEHBTION EMPLOYEE CSOMPERSATIDN INTEAMATIONAL EMPLOTEE RIEK TOROHTO
MINHEAROLIS- FLAKY RENEFITR PROGRAMA AENEFITE COMMUNICATIONS  HAHAQENERY VANCOUVER
5T, PAUL .
300 MONTIDMERY STREET i
BAN FRANCGISCO, CALIFORNIA 64104 v, R
" ]
{#485) 421-2708 ) iy & d‘f,’ .
. o I }J é»(;.!
. o 1, °
29, 1978 - e, N
June g, 19 iz .
S IQG??
Mr, Edward ¥, Overton &
4.

Retirement and Benefitas Addinistrator
City of San Jose

801 N. First Street

San Jose, Californla

.. Daear Mr. Qverton: .

As you requested on Monday we have recalculated City contribution

rates to the Police & Fire Retirement Plan on the basis of the City's
continuing to receive refunds of its contributions. The calculation
incorporates the following considerations:

1. Members wlll contribute 3/11 of the entry age normal cost,

- 2. The City will smortize the unfunded aupplemental actuarial value

over 60 years.

3. Contribution rates will incrcase from thelr present level in four
equal annudl ateps.

-Although the possibility of covering new employees under a different

retirement plan has been ralsed, we have assumed for these calculations
that future employees will be covered by this plan and aseumed salary
increases will be realized. The contribution rates to this plan

will be higher as a percentage of covered payroll and should be re-
calculated if the demographic or economic characteristics of the City's
work force covered by the System are expected to change,

Yours vetry truly,

el (o

E., Allen Arnold,
Actuary

(?%ﬁA/b4C¢t»t /LLJ£4%

Christine NJlson,‘
Associate Actuary

FAA:CN/mgo
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CITY OF SAN JOSE

POLICE & FIRE RETIREMENT SYSTEM
AMENDED VALUATION RESULYS

June 27, 1978

Level Contribution Rates
BASTIC . PLANS COL PLAN
1, Member's Contribution Rates For
Normal Cost 6,967 2,80%
2. City's Contribution Rates For
Normal Coat 18.57% 7. 467
Amortization of Unfunded Supplemental
Actuarisl Value 4.04% 3.76%
Total City'a Contribution Rates 22.61% 11,222
B. Greduated Contribution Rates
Noxmal Cost
1. Members' Contribution Rates
1677-1978 6.59%
1978-1979 g0 7.42
1980-1081 3 ¥+ &F 8.25, .,
1981 & latef® ! 9,917 AL
Normal Cost Unfunded SAV
2. City's Contribution Rates

1977-1978
1978~-1979
19791980
1580-1981
1981-2037
2037 & later

17.58%
19.79
22.00
24,21
26,42
26.42

5.70%
6,26
6,82
7.3%
7.95
0

SJRJNO00521
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ROSTON _ new vork

CHIGAGQ _ " ORLANDO
CLEVELAND . PHILADELPHIA
DALLAS - # _ - PHOENIX

. SAN DIEQ
DETROIT THE y@' COMPANY "+ P SAN mmc,&:o

FORT WORTH i WhASHINDTON

HONDLULY i ——
HOUSTON ACTUARIES AND EDONSULTANTS i MONTHEAL
LOS ANQELE : .
8 PENBION EMPLOYEE LOMPENSATION IHTERHATIONAL EMPLOYEE RISN __.'} QTTAWA
MIAMI . . TOROGNTO
MINNEAPO LIS~ PLANS BENEFLTS PRAGONAMB BENEFLTE COHHUNITATIONS Mlli&@l:.'_,l_-fl’.‘l{l Vh NEQUVER
ST, PAUL o
300 MONTUDMERY STREET

BAN FRANCISCO, CALIFDRNIA 4104 ,_."

(MG} 4212798

June 20, 1978

Mr. Edward F. Overton ra R
Retirement and Benefits Administrator J_,_z-" CE‘]VE.D.
City of San Jose A Ju ;. :
801 NW. First Street R (17
San Jose, California o Enﬁﬁi()ycr g ?
' 4 ~ ’{':'\VJ'
.’, . 4 CE

Dear Mr. Overton:

As you requested we have calculated piember and City contribution rates to
the Police & Pire Retirement Plap” on the bssis discussed at the HMay
Retirement Board meeting., The (galeulstion incorporates the following
considerations: g :

H
Iy

1. Members will contribute 3/_‘1i of the entry age normal cost,
4 .

2. The Qity will amortize t;rié unfunded supplemental actuarial value over 60
years, : o '

-J-
3. The City will cease feceiving refunda of its econtributions.
- P

i

4. Contribution rateg will increase from their present level in four equal
annual gteps. ,/ : :
Although the posgibility of covering new employees under a different
retirement plan has been raised, we have assumed for these calculations that
future employeed will be covered by this plan and assumed salary increases
will be realizéd. The contribution rates to this plsn will be higher as s
percentage u)‘;,-“covered payroll and should be recalculated if the demographic
or economic characteristics of the City'a work force covered by the System
are expected to change.
r

The enc]_hc’;sed pages confarm as clossly as pogsible to the format of our
valuetion repoxrt and, indeed, contain many of the aame numbers., We shall be
hsppy to discuss any part of this computation with you.

Yours very truly,

E. Allen Arnold, :
Acuary

Bl el n_

" .Christine Nelson,

Agsociate Actuary SJRJIN000S22



CITY OF SAN JOSE
POLICE & FIRE RETIREMENT SYSTEM
. AMENDED VALUATION RESULTS

June 21, 1978

THE @/‘faﬁ COMPANY

442,521,437

" A. Basic Valuation Results
BASIC PLANS 0L PLAN
1. Present Value of-Benefits
ACTIVES:
Primary Allowances § 161,120,481 556,073,626
Survivorship and Death 19,394,150 15,366,798
Refunds of Contributions 2,392,358 771,555
$ 183,066,989 72,211,979
RETIREDS:
Primary Allowances 19,845,315 9,206,819
Survivorship and beath 2,114,847 2,177,821
21,960,162 11,384,642
BENEFICYIARIES: 2,247,625 1,363,563
TOTAL $ 207,274,776 $84,960,184
2, Present Value of Actives' Benefits
- at Entry Age
Primary Allowances § 108,458,337 38,394,981
Survivorship and Death 13,922,817 10,785,571
Refunds of Contributions 4,023,713 1,619,015
| TOTAL § 126,404,867 0,799,567
3, Present Value of Curreat Actives'
Compensation at Entry Age § 495,144,250
&4, Normal Cost Pexcentage (2./3.) 25.528897% 10.259549%
5, TPresent Value of Currently Covered
Compensgation : $




‘Present Value of Future Normal

Costs (&4, % 5.)

§ 112,970,842

—————————rm———r——,

$ 45,400,704

——————— e libeltetrm.

7. "Supplemental Actuarial Value" .
(1. - 6.) ' $ 94,303,934 $ 39,559,480
8§, Valuation Assets _
Book Value of Reserves $ 53,270,111 -§ 1,300,564
Accounts to be Transferred .
to Federated Plans (35.915) (3,252)
TOTAL '53,234,196 1,297,312
9, UnCunded “Supplemental Actuarial - _
© value" (7. - 8.) $ 41,069,738 '$ 38,262,168
10, Present Value of Total Covered
Payroll for the next 60 Years $1,017,155,598
11. Unfunded "Suppiemental Actuarial
Value" Amortized as a Level
Percentsge of Payroll for the Next
60 Years (9. / 10.) 4.:037705% 3.761683%
B. Level Contribution Rates
. BASIC PLANS C0L PLAN
1. Member's Contribution Rates
Normal Cost (3/11 x A.4.) 6.96% 2.80%
Z. Cit}'s Contribution Rates '
- Normal Cost (8/11 x A.4.) 18.57% 7.46
Credit for Refunds not taken 41 13
18.16% 7.33%
Amortization of Unfunded
Supplemental Actuarial :
vatue (4.11.2 _h,04% 3.76%
Total City's Contribution Rates 22.20% 11.09%

THEB @fﬁx# COMPANY ———-—-———SJRJ-N-&B%%'—W
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Craduated Contribution Rates

Members' Contribution Rates

1977-1978
1978-197¢%
1980~1981
1981 & later -

City's Contribution Rates

19771978
1378-1979
1979-1980
1980-1981
1981-2037
2037 & later

Normal Qost

6.59%
7.42
8.25
9.91

Normal Cost

17.58%
19.65
21,72
23.79
. 25.86
25,86

THE foaﬁ COMPANY

Unfunded SAV
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"L AWRENCE MI1. .1ELL
&ASSOCIATES, INC.

CONSULTING
ACTUARIES

" CITY OF SAN JOSE '
POLICE AND FIRE DEPARTMENT RETIREMENT PLANS

Actuarial Inveatigation
and
Valuation
as of

: 3d'June 197%
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LAWRENCE MIT¢ .{ELL
&ASSOCIATES, INC, :
- CONSULTING .
ACTUARIES

§ April 1980

Retirement Board

.Police and Fire Department Retirement Plan

Civy of San Jose, California

Re: Actuarial Investigation and Valuation

Here 1s the report of the actuarial investigation into the mortality,
disability, service and compensation experience, as of 30 June 1979,

" of the members of the Police and Fire Depaxtment Retirement System and
the actuarial valuation of the assets and 1iabilities of tha Retirement
System sa of the same date.

‘The report which follows is in four sections.,

Section I Investigation of Experience

Section II  Actuarial Valuation:

Section III Basle Data

Section IV Description of Plans

Our appreciation is extended to the personnel in the many City offices

and the members of the Retirement Board for all the asaistance they have
rendered,

LAWRENCE MITCHELL & ASSOCIATES, INC.
By: ‘:Sgkh\£2[}} . )
Lawrence Mitchell, F.S.A., F.C.A.

LM/ hg
Enc.

SJRJNQQ0527



LAWRENCE MIT.{ELL
& ASSOCIATES, INC.

CONSULTING

ACTUARIES

SECTION T. INVESTIGATION OF EXPERLENCE

The experisnce study was based upon the information supplied to us by
the City. '

It should be remembered that the System, though growing, 1s still
relatively swall in numbers of partielpants. In addition, there are
various factors both outside the scope of the plan (such as general
economlc conditions and £lu epidemics) and inslde the plan {(such as
revision of plan benefits) which will tend to affect future experlence.

A, RATE OF TERMINATION

During the five-year perlod from July 1, 1974 to June 30, 1979,
there were 148 withdrawals from the plan for reasons other than
death, disabllity, or retirement, Table 1A (Fire) and 1B (Police)
ghow the distribution by age and service. '

During the previous four years, 71 persons withdrew.

In previous reports, we had noted the low rate of withdrawals.
This low rate has continued through the current years if you
ignore the large number of withdrawals during the flrst year
after hire.

1 .
There were 80 members who terminated wlthin one year of theilr hire,

In discussions with persong in varlous City offices we were told these
terminations were a direct outgrowth of a hiring gltuation which
should not affect the long term terminstion rates.

Therefore we have continued to use the withdrawal rates used In our
1974 valuation. These produced an “"expected” 90 withdrawals during
the last five year perlod. :

B. RATE OF DEATH
During the five-year period, there were four deaths (1 service and
3 non~duty). Turing the seventeen years since 1962, there were
geven service deaths and fourteen non-service deathg in the
1961 plan-

We have continued the rates of death used in our 1970 and
1974 valuatlons. :

8 April 1980 ' I/1 of 8

SJRJIN000528



LAWRENCE MIT._. [ELL

& ASSOCIATES, INC.
CONSULTING . | .
ACTUARIES  ( (
TABLE TA '
CITY OF SAN JOSE FIRE RESIGNATIONS JUNE 30, 1979
| ‘ | YEARS OF SERVICE.
AGE i e 34 § 6-10 11~15 1620 21~ TOTAL
UNKWN 0 ¢ .0 o¢. 0o o 0 0 0 0
-20 0 0 0 0 0 0 0 0 0 0
21-25 0 0 0 o 0 0 0 0 0 0
26-30 ) 0 i 2 2 0 0 0 0 6
3135 0 0 0 2 3 11 0 0 0 .16
I6~40 0 0 3! 0 0 o 2 0 0 3
44 =45 0 0 0 0 0 0 ! 0 0 1
46=50 0 0 0 0 0 0 0 0 0 0
51-55 6o - 0 0 0 0. 0 0 0 0 0
56~ - 0 0 0 0 0 0 0 o 0 0
T0TAL ¢ 0 2 .4 5 11 3 0 0 26
1-16-80
8'April 1980 . ' 1/2 of 8
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LAWRENCE MIT.{ELL
&ASSOCIATES, INC.

© CONSULTING
ACTUARIES

CITY OF BAN JOSE

AGE

UNKIN -
~20
21-25
2630
" 31-35
36-40
4143
4650
51-55'
56
TOTAL

1~16-80

8 April 1980

4z
22

12

v Lo o

[ TN - B ~ B -« A ~ ]

TABLE IB
POL ICE RESIGNATIONS JUNE 30, 1979
YEARS OF SERVICE
2 34 5 6=10 11«15 16-20 21~
Lo 0 o 0. 0 0 0
0 0 o 0 0 0 0
0 0 0 0 0 0 0
2 3 7 7 0. o 0
1 0 1 3 9 2 0 0
1 0 0 0 { g 0 0
0 0 o 0 0 0 0
0 0 1 0 0 0 0
0 0 0 0 0 0 0
6. 0 0 0 9 0 0
PE TR 3 0 0
1/3 of

SJRJINO0O530

TOTAL

45
43
e 8

122
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LAWRENCE MITCAELL

&ASSOCIATES, INC,

F.

CONSULTING
ACTUARIES

There were 31 {17 Police, 14 Fire) deaths during the lagt five
years and we felt it advisable to continue the same mortality
rate for the disability and service retirees used in our 1974
valuation.

Therefore we hsve used the 1971 group annulty mortality table
for retired lives and their survivors, with a five year
satback for females. :

' For the disabllity retirees we are assuming the effect of

the ailment wsg such as to incresse the mortality rate for
younge¥ perasons to the equivalent of the older of age 33 or
the retiree's attsined age plus 5. Thus, & disabled retiree
age 30 would be essumed to experience the same probabllity of
dying as a 55 year old, A disabled retirea age 62 would be
considered to be age 67.

SALARY SCALE

The System's benefits are geared to the member's highest average
salary. In the case of the 1946 plan, this 1is determined by using
a three-year average., The 1961 plan uses the highest aingle
12-month period. Accordimgly, it is extremely Important that a
realistic salary scale which would recognize future ilncreases in
employee salaries without reflecting acroas the board increases
due to inflationary pressures be uvaed to determine the future ’
benefit ilabilitiles.

The choice of an appropriate aalary scale is complicated by the
questlona of inflatién-—who paya-for it, and when.

The following table compares the average menthly aalary July
1974 with that as of July 1979 as well as those which would
be expected using alternmate salary gcales.

8 April 1980 I/5 of 8
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LAWRENCE MIT. . {ELL

&ASSOCIATES, INC.

C.

CONSULTING
ACTUARIES

RATE OF DISABILITY

During the five-year period, there were 101 disability retirements,
of which 92 were service connected and 9 were non-service c0nngcted.

-The,diaability retirements by age group are shown in Section I,

Exhibits 2.d. and 2.c.

After our review of the dlsability experience preceding the 1974
valvuation the Retirement Board felt some of the circumstances
involved in creating the large number of disability retirements
no longer existed, Therefore we were directed to use rates eboat
one-half those suggested by the pricr years' results.

It sppears as L1f we underestimeted the decrease in non-service
connected disability retirements., Therefore we are suggesting
a further reduction of one-half in these rates.

. 0n the other hand, the service connected disability rates decreaaed

by only a fourth, not the half expacted. Therefore we are
suggesting sn increase of one-hslf in the service connected
disability rates through age 54 snd continuing the acome rates
uged in the 1974 vsluation for over age 4.

T, RATE OF SERVICE RETIREMENT
There were 3 fire and 9 police membors who retired during the
July 1, 1974 to June 30, 1979 period.
Of the 62 service retirees currently recelving benefite, 30 retired
at ege 55, 7 at 65 and the others seem to have preferred the late
fifties. :
In our previoua valuations, we used a rate which was a level 15%
cach year until age 65 st which point 100% was used.
For this valuation we have increased the age 55 rate to 50%,
maintained the 100% at 65 and reduced the others to 107,
{The Federal law on age discriminstion may require the Plan
to he amended,) .

E. RATE OF POST RETIREMENT MORTALITY
In 1962 there were only 46 members recelving allowances; in 1967
the number had grown to 73; in 1970 97 persons were recelving
either retirement or survivor allowances; in 1974 there were
202 beneficlaries: and in 1979 there were 293 such persons,

8 April 1980 o ' 1/4 of 8
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- LAWRENCE MITUAELL
._ &ASSOCIATES, INC.

CONSULTING
ACTUARIES
AVERAGE MONTHLY SALARY OF MEMBERS
Attained  Actual Expected Sslary July 1979 Actval  Attained
Age In July if Increases had been on July Age In
1974 1974 3% Scale 4.5% Scale 6% Scale 1879 . 1979

51,586 25-29%
2529 - 51,258 $1,458 $1,568 $1,683 1,699 30-34

30-34 1,366 1,583 1,702 1,828 1,802 35-39
35-39 1,483 1,719 1,848 1,985 1,819 40-44
4044 1,577 1,828 1,965 2,110 1,983 - 45-49
45-49 1,599 1,854 1,993 2,140 1,989  50-54
5054 1,620 1,878 2,019 2,168 1,804%  55-59%
55-59 1,566 1,815 1,952 2,096 1,804%  60~64%
- 60-64 1,492

*Combined for average.

The actual salaries are greater thsn was assumed for the 1974
vsluation and less than what was used in the 1977 valuation.

We undarstand there wass a period of over two yeals during the last
five years when no general salsry increase was granted. This was
an unusual situation and it is very likely salaries will continue
to increase at the 7% to 107 rate experienced during the past.

We have used a salary projection which is similar to the one
usad in the 1977 vsluation. It provides 107% per year increases
through age 29, 8% from 30 through 39, 7% from 40 through 49 and
6% per year thereafter.

INVESTMENT YIELD

We have cslculated the sverage amnual rate of return from July 1974

to. July 1979 for the two funds on both book and markat values, TFor =
‘the ratirement fund over the filve year period, the amnual Tates of
return ware 6.9% using book snd 7.6% using market. The cost of living
fund's rates were 7.1% and 7.6% respectively. '

The investment yleld on book was spproximately 3.5%4 in 1962, 4,5%
in 1967, 5.35% in 1970, and 6% in 1974, The lsst five yesrs have
shown 8 continuation in thip rise in yield rstes with f luctuations
from year to year. The combined funds' yields have been 6.2%,
6.4%, 7.0%, 6.9% and 7.4% on book for aach of the last five yeaxs.
On market, the yields heve been 11.1Z, 11.5%, 8.4%, 0,1% and B.47%,
regpectively. '

8 April 1980 : 1/6 of 8
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LAWRENCE MITL,{ELL
&ASSOCIATES, INC.
* CONSULTING
ACTUARIES

The valuation uses a 7.25% yleld rate. The 1977 valuation
used a 7% investment yleld, '

Aa with the other assumptions, the investment yield chosen for the -
final actuarial valuation will determine the incldence of cash
contributions to the funds. '

H, CCST OF iIVING ~ CONSUMER PRICE INDEX

Pert 6 of the retirement system provides for cost of living
increases or decreases In certain benefits. The cost of living
inereases will be determined annually by reference to the Consumer
Price Index published by the Bureau of Labor Statistics of the United
States Department of Labor for the area in which the City of San Jose
{s situated. There ig an overall limitation of 3% for any one year.

We understand the Consumer Price Index for the San Francisco-
Oskland area includes the City of 8an Jose,

" The Bureau of Labor Statistics changed the method of calculation
since the last report. For this report we used the Consumer
Price Index, Urban Wage Earners and Clerical Workers, All Items,
1967 = 100. (You may have to amend the Plan to recognize the
change in name of the index.)

The following'chart shows the December CPL for the area for selected.
years and the annual rate of increase from that yoay to December

1979,
: Annual Rate
Year - CPX of Increase
1979 . 229.0 -
1978 200.4 . 14, 3%
1977 187.3 10. 6%
1967 100.0 | 6.9%

Our valuation of the cost—of-living benefit was csleulated using

a 3% per year rate of increase. The "permanent cost of 1iving"
benefit grants, including any cost-of-living increases attributable
to them, are included in the valuation,

8 April 1980 1/7 of 8
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LAWRENCE MIT . {ELL
&ASSOCIATES, INC.
* CONSULTING
ACTUARIES

At the time of prior valuations there was a great deal of discussion
concerning the method of funding the cost of living benefits,

As we understand the current agreement, member and City share the
coets in the ratio of 3 to 8.

This valuétion continues that method of sharing.
I. PRIOR SERVICE COST

Topic 9 of the plan discusses contrlbutions on the part of members
and the City. This affecte both prior service and current gervice
contributione. '

Ordinance No. 19690 revised Sections 2903.279 and 2903, 280 of

the Code. Basicslly it provides the Member and City will psy

3/11 gnd 8/11 each of the "contributions for current service”

end the City shall pay the remainder of the costs of the Plan,

The contribution for current service is determined by the benefits
expected to be provided to & new entrant under thig FPlan.

The Ordinance 18 effective after June 30, 1979, We have calculated
the rates of contribution using its intent.

8 April 1980 ' 1/8 of 8
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LAWRENCE MIT\.1ELL
&ASSOCIATES, INC,
© CONSULTING
ACTUARIES

SECTION 1I.  ACTUARIAL VALUATION

A ACTUARIAL ASSUMPTIONS

The true cost of a retirement plan can be determined accurately

only in retrospect. This is because the ultimate cost depends

upon:

1. The total smount of bemefits actually pald out. Thig, in
turn, depends upon the number of persons who become entitled
to benefits, the amount of benefits they receive, the time at

which they receive the benefits, and for how long they receive
the benefits. :

PLUS
2. The expengee of administering the plén.
MINDS

3. The earnings (interest and capital gaine or losses) on penslon
fund assets. '

Since the factors entering into the costs camnot be known in i
advance, it is necessary to make reasonable assumptions concerning
them to provide the City an orderly system of funding for the bene-
fits.

Yor the actuerial véluations, we based our assumptions on the
System's experience, as discussed in Section L.

The.following page shows samples of the aggumptions we used.

8 April 1980 11/1 of 4
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LAWRENCE MI1. _{ELL
&ASSOCIATES, INC.
© CONSULTING
ACTUARIES

Summary of Assumptions Used
For Valuation as of 30 June 1979

Aetive Members

NUMBER SEPARATING PER 10,000 WORKING AT THAT AGE

_ Attained Death Disability Service Other
Age Service Other Service Other Retirement Terminatlion
22 1 4 3 0 0 686
27 2 5 8 0 _0 204
3z 3 5 hh 2 4] 152
37 5 6 85 5 0 160
42 g 8 126 13 0 &7
47 11 12 167 30 0 13
52 15 16 - 1002 72 0 1
55 18 21 578 0 5,000 0
57 20 25 457 0 1,000 0
62 25 b 160 0 1,000 0
67 ‘ 10,000 0

Betired Members
Attalned Age 55 60 - 65 70 75 80

Number Dying Per 10,000 \
at Age 8s 131 213 36l 553 874

Complete Expectatlon of : .
Life (Years) 22.7 18.8 15.1 11.9 9.2 ?00

Interest Rate - 7,25% per year'conpounded annually.
'Sélary Scale - (Rates ghown are per year compounded annually)

Attained Age

-29 30-39 40-49 50+
10% 8% 7% : 6k

B8 April 1980 11/2 of &

SJRJINOQOS37



LAWRENCE MIT. _{ELL
&ASSOCIATES, INC.,
+ CONSULTING
ACTUARIES

B,  ACTUARIAL VALUATION
The velues which follow use the basic set of assumptions and

Investment yield 7.25% per year

Salary Scale 10% graded dowm to 6% per year

A ...-I

2 I
. - Fo
P .;’ oA E

N Pregent Value of Benefits

Permanent
: Cost of Cost of
Basie Living Living .
a, Retired Member
and Survivoer § 27,929,325 612,961,811 $196,710
b. Active Members .
Retirement $ 69,372,649 $21,289,905
Dieability ' _
Service 81,940,501 25,294,070
Non-Service 6,323,077 1,986,761
Death '
Service 1,836,279 675,758
Non-Service 2,020,769 731,843
Post Retirement 25,025,486 7,718,473
Refund Contribution 1,560,264 55,726
Vesting 2,849,210 931,958
Total active $190,928,235 $58,684,4% 8 0
¢y Total Value of :
Benefits . $218,857,560 $71,646,305 $196,710
& April 1980 : TI/3 of &
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LAWRENCE MIT. . [ELL
&ASSQCIATES, INC,

CONSULTING

ACTUARIES

2, .Computation of Contribution Rate
a. Current service contribution ~_Basic plan

The total currant service contributions for member and
City for the basic plan total 24.78% of future salaries,
The member share is 3/11 of that or 6,76%, The City's
share is 18,02Z. ’

On the basic plan the City pays the balance.
b, Contribution ~ cost of livimg plan

The contributlon was determined by subtracting the
assets in the cost of living fund from tha preaent
value of cost of living benefits. The difference
was then sharad 3/11 by member and 8/11 by City,

ce Contribution
: Parmanent

. Cost of Cost of
- Basie Living Living

Assets of fund (book)  § 72,428,948 $ 2,568,983 . § . O

~Value of future member
contributions (10.81%) .07
§h72.  =~basic (6.76%) 31,464,432
3.%¢ —cost of living (4,05X) : - 18,839,270

Valuae of futura Clty
contributions {35,53%)
~ baslec _
current aervice (18.02%) 83,874,122
balance {(6.68%) 31,090,058
- post of living (10.79%) © 50,238,052
~ parmanent cost of
living (0.04%) : 196,710

Value of fund assets S _
and contributions $218,857,560 $71,646,305 $196,710

The percentages shown In brackets are ralated to the valuc of

_expected future salaries of current members (8465,450,176).

8 April 1980 11/4 of 4
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LAWRENCE MIT. . {ELL
& ASSOCIATES, INC.

CONSULTING

ACTUARIES

SECTION 11l BASIC DATA

A, INVESTMENTS
The Police and Fire Retirement Punds as of 30 June 1979 were:

Retirement Cost of Living

Fund Fund
Cash in bsnk : $ 70,951 $ 7,738
" State Traasury Investment Fund - 7,843,000 739,000
Savings accounts 1,000 700
Short—term investments* 1,472,724 50,000
Other corporate bonds - = . 30,917,476 - 791,266
U. 5. Treasury Securitles 11,371,946 603,308
U. 8. Covernment Agency Securities 5,590,746 185,125

Corporate stock, stock equivalent : .

" convertibles 14,101,592 135,132
Interest recelvable 878,179 26,914
Contributions receivable 146,202 . 26,630
Totsl cost $72,393,816 42,565,873
Net amortizstion of premiums and _ '
discounts : 35,132 3,110
Totsl Book Value §72,428,948 42,568,983
Totel Market Value : $66,813,94B §2,484,280 .

*Corporate and Canadian government bonds, excluding short term
U. 8. Treasury Notes, Short term State Tressury Investment
Fund and savings nmccounts. '

8 April 1980 ' 111/1 of 2
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LAWRENCE MITC_{ELL
& ASSQOCIATES, INC.
« CONSULTING
ACTUARIES

PARTICIPANTS' VITAL STATISTICS

The information used in the experiance study and valuations was
furnighed to us by the Board of Administration, Police and Fire
Department Retirement Plan. ) :

Aa of June 30, 1979, there were 1,382 active members in the 1961
Pian, none in the 1946 Plan. There ware.9 fire and 10 police
retirees in the 1946 Plan and 126 fire and 99 police retirees in

" the 1961 Plan. 49 families (28 fire/21 police) are recelving

aurvivqr-benefits from the 1961 plan.

“ On the following pages we have summarilzed:

Exhibit Description
1. Active Membera ' © B By age group showing theix monthly
galaries and marital status
b By age groﬁp and years of service
2. Retired Members Ty Service retirees (type 4) by attained

age and years since retirement

d, Service comnected disabllity retirees
(type 5) by atteined age and years
gince rétirement

N Non-Service comnected disability
retirces (type 6) by attained age
and years since retirement

3, Surviving Beneficiarles £, Died while actlve (type 6)

2. Died on service retirement (type 7)

h. Dled on service—connected dlsability
retirement (type 8)

i, Died on non-service connected
disability retirement (type 9)

4, Summary of persons recelving monthly benefitx

'8 April 1980 . ‘ - XT1/2 of 2
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LAWRENCE MIT. .IELL
&ASSQCIATES, INC.

CONSULTING

ACTUARIES ;

CITY OF SAN JOSE

NUMBER
UNKWN 0.
19 : | 0.
20-24 o 8.
25-29 - 53,
3034 . 144,
35-39 185,
40wuy 94,
4549 o 69,
50=54 ' 30,
55 | {5,

TOTAL 3598,

1~16-80

8 April 1980

FIRE ACTIVES

MO SALARY

L, 00
W00

12,674,98
85,890,96

244,148 ,6¢2

329, 413,36

£ 178,006,70
133,173.4d
60,107,64
26,953,32

1,070,373,98

EXHIBIT l.a.

JUNE -30¢ 1979

SJRJIN000542

AVG ‘SALARY # MARRIED
+ 00 0,
.00 W0
1,584, 37 3,
1,620,586 29,
{,695.48 119,
1,?30.6# 161,
1,893.69 73,
£,930,12 63
2,003,59 25,
$,796,89 14,
1,789.92 48T,
1/3



LAWRENCE MI1. .[ELL

&ASSOCIATES, INC.
. CONSULTING
ACTUARIES
/ ( ’
EXHIBIT l.a.
CITY- OF SAN JOSE POLICE ACTIVES JUNE 30, 1979
NUMBER MO SALARY AVG SALARY # MARRIED
UNKHN a 0y 00 .00 0.
~19 o e, 00 ' .00 W0
20-24 o 28, 39,437.62 1740849 8,
25-29 1T, 269,355,57 1,575.18 .97,
30+ 34 . a4a. 411,679,718 1,70%.16 166,
35-39 159, 290,433,006 1,826.62 122,
4044 o 11, - - 215,405,61 1,940,59 86,
H5~49 46, - 94,915,111 . 2,063.37 | 43,
50=54 25, 49,293,83 C4,971475 . - © 20,
55w ' 2. 3,718,00 1,859,00 ' 2.
 TOTAL. 784, . 1,374,238,58 . %,752.86 - sau,
1=16-80
8 April 1980 | | 2/3
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LAWRENCE MI1. {ELL
&ASSOCIATES, INC,

CONSULTING
ACTUARIES
(
CITY OF SAN JOSE  TOTAL ACTIVES
- NUMSER MO SALARY
UNKWNN | 0. 400
-19 - R 7,00
20-24 | '_ 36 52,112,60
RS~29 : . 22, 355,2046,53
30-34 366, 655,828,40
35-39 344, 619,846.42
40-44 0 zos. " 393.412,38
45=49 115, - 228/093,51
50%54 .58,  109,401,47
55m ' 17, 30,671,32
TOTAL 1,382, 2,444,612.56
1~16=80"

8 April 1980

( EXHIBIT l,a,

JUNE 30 1979
AVG SALARY ¥ MARRIED
.00 0.
.00 0.
1444757 i,
1,585,92 126,
1,699.04 285,
1,801.88 283,
1,919.08 159,
{,983.42 106,
1,989,12 us,
1,804,20 164
{,768.89 £, 031,

3/3
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LAWRENCE MIT.. {ELL
& ASSOCIATES, INC.
CONSULIING ’
ACTUARIES ' . EXRIBIT 4

CURRENT MONTHLY BENEFITS

Number Basic Annuity Permanent C-0-1L Regular ¢~0-L

" f. Retirees

A, 1946 Plan o : ' _
1. Police 10 § 2,868.81 s 404,34 §  803.73

2. Fire 9 1,889,33 512,32 853,53
B, 1961 Plan '

1. volice 99  § 94,836,42 ¢ 512,84 §11,571.51

2, Fire 126 103, 174. B4 431.71 14,710.19

¢. Total 244 $202,769.40 61,861,21 $27, 938, 96

II, Survivors-

A, Police 21§ 10,425.89 ¢  8B.45 ‘5 1,819.84

B. Fire 28 5 11,502.64 § 20191 ¢ 2,507.33
¢, Totsl 49§ 21,928,353 § 290.36 § 4,327.17
8 April 1980 ' ' 1/1
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SECTION IV, DESCRIPTION OF PLANS.

This section summsrizes the highlights of each of the plans as they
apply toward current particlpants.

‘A. (PART 3) 1946 PLAN (there are no actlve nembers)
J Service Retlrement

A member who has completed at least 20 yesrs of service and
is at least ege 55 msy elect to recelve a retirement benefit
equsl to 50% of the sverage monthly pay recelved by the
member during the three years immedistely preceding hls
retirement., Retirement is compulsory at age 65,

2. Desth
There is no post retirément death benefit.

If an employee dies prior to his retirement, he is entitled
to recelve a return of his contributions plus interest.

3,  Digsbility
a, Service Connected

If a member becomes disabled as a reeult of & gervice
connected disabhility, hie benefit shall de equsl to

2 1/2% of his monthly salary times hils years of service,
with a maximum benefit of 50% of his aversge menthly
salsry. '

b, Non~Service Connected Dissbility

If a member becomes disabled because of s non-service
connected disability, and he has at least 10 years

gervice, he shall receive 1.23% of hiz salsry for each
year of service, with a maximum benefit of 25% of his
monthly salary. If the member has less than 10 years _
of service at the time of dilsabdility, he receives nothing.

4. Withdrawal

Although my copy of the Code 1s silent on the subject, it
~ would appesr thst members withdrswing from the plan are
entitled to & refund of thelr contributions, with interest.

8 April 1980 IV/L of 4
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5. Contributions

Section 2903.28 of the Code provides that initially contri=
butions would be 8% of salary on the part of the City and
3% on the part of members. It further provides the Board
will change or revise rates of contributions by members on
the basis of actuarial investigations, but maintain the B
to 3 ratio of contributions in regard to current gervide,

8. (PART 3A) 1961 PLAN
1. Service Retirement

the earliest age for voluntary service retirement is 55, with
© 20 years of service. If the member has at least 20 years

service, he can have a voluntary retirement at age 50

(actuarially reduced). The wandatory retirvement age 1ls 65,

%he monthly benefif at normal retirement ls 50% of the member's
highest average monthly salary for 12 congecutive months plus
2 1/2% per year for each year in excess of 20 years of mervice.
The maximum benefit is 75% of monthly salary. .

2. Death

These death benefits axe generally subject to minimum benefits
equal to the greater of $1,000 or the return of the employee's
contribution with interest at 2% per year.

There are additional death benefits in the form of survivor-
ship allowances. Theae survivorship benefits are determined
according to whether death was before or after retirement end
whether death was service or non-sexvice connected,

a. The pre-retirement survivor allowances in the case of 8
service connected death is 37.5% of monthly galary to the
surviving widow(er) until death or remarriage, and a
children's allewance vanging from 25% for one ¢hild to
75% minus widow's allowance for two or more children.

b. The pre-retirement auryivor allowance in the case of a
non-service cemnected death is nothing if the member dies
before two years' service.

8 April 1980 ' 1V/2 of &
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After two years' service, the widow(er's) benefit is 24%
of salary plus 0.75% per year of service, with a maximum
allowance of 37.3%. The surviving children's allowances
are about the same as those for service connected deaths.

¢, The post retirement death benefit after service connected
' disability retirement or service retirement 1s the same
as the pre-retirement service connected death allowance.

d. The survivor allowsnces in the case of death of the non-
_ service connected disability retirement ave the ssme as
those of a non~service connected pre—retirement death.

3, Disability

The amount of benefit depends upon age at disability and years
of gervice as well as whether it 1s a service connected dig~
ability.

a. If the member is lesgs than age 50 and has at least 20
years service, the benefit is 50% of salary.

~ b. If the member is at least 50 and has at least 20 years
service, the benefit is 50% plus 2.5% per year of service
over 20. The msximum benefit is 75%,

¢e If the member hss a service connected.disability and less
than 20 years of service, he recelves 50%.

d. TIf the member has a non-sarvice connected disability and
‘more than 2 years but less thsn 20 years of service, he
receives 32 plus 1% per year of service over 2.

4. Withdrawal

If a member terminates other than by death, disability, or
service retirement, he may receive his contributions plus
interest at 27%.

If he has at least 10 years of service, he may leave his
contributions in the Plan. In that case he will be entitlied
to a service retirement commencing at age 55 (or 20 years from
entry if lster). His survivors will recelve the same type of
benefits as other survivors,

8 April 1980 ' ‘ ' IV/3 of 4
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5. Contribution Rates

The “"current service” contributlons are in the ratio of
8 for the City to 3 for the member. The balance is the
responsibility of the City. :

C. {PART 6) COST OF LIVING ADJUSTMENTS
In 1970, Part 6 of the plan was added.
1t provides that retirement (service and disability) and survivor
allowancea under both the 1946 and 1961 plans are subject to annual

adjustments based upon the Consumex Price Index.- The first adjust-
ment is in the year following retirement or death.

The maximum annual adjustment is 3%, with accumulation of any excess
to future vyears. .

Contributions for fundimg this coat of living benefit shall be
determined periodically and shall be in the ratio of 8 for the
City and 3 for the member.

Member contributions are returnable, as in the [946 and 1961 plans.

8 April 1980 IV/4 of 4
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BOARD AGENDA 1-15-88

| | memzt 43
CITY OF SAN JOSE - MEMORANDUM

TO: BOARD OF ADMINISTRATION FROM: SUSAN DEVENCENZI
POLICE AND FIRE DEPARTMENT Sr. Deputy City Attorney
RETIREMENT PLAN | _ -

SUBJECT: Allocation of Actuarial Gains and DATE: December 29, 1897
Losses '

BACKGROUND

58400

The Board of Administration has requested information on the allocation of

actuarial gains in the calculation of contribution rates of the City and the
members of the Police and Fire Department Retirement Plan.  This
memorandum is in response to the Board's request.

DISCUSSION

in order to fully understand the ailocation of actuarial gains, it may be helpfui to
have background Information on actuarial vaiuations generally, how .
contribution rates historically have been calculated in the Police and Fire Pian, .
and how actuarial gains and [osses have been allocated between members of
the Plan and the City. This memorandum discusses these considerations and
provides an analysis of the Board's authority in setting the contribution rates.

A, Actuarial Valuations

An aciuarial valuation of & defined benefit plan incorporates (1) actuarial
assumptions (e.g., mortality rates, retirement rates, pay increases,
investment vields) which estimate the total costs of providing the
benefits in the plan, and (2) an actuarial method which allocates the
costs among years. The actuarial valuation produces two numbers: a
current service cost and an actuarial accrued liability. These numbers
are used to determine contribution rates. '

1. Plan Costs

Because actuarial vaiuations recognize prior experience of the

plan, each valuation differs from previous valuations by reflecting
" updated experience, The plan experience is recognized in two

ways. First, because the data used in the valuation reflects prior

SJRJINODOS67
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experience such as number of deaths, pay increases and
investment vields, the valuation automatically uses the new
experience and adjusts for it. If the experience has been
favorable (e.g., higher than assumed Investment ylelds},
contribution rates decrease. If the experience has not been

~ favorable (e.g., higher than expected disability retirements),
contribution rates increase.

Second, if the new experience deviates significantly from the
previous actuarial assumptions, the actuary may recommend
. revised assumptions. The revised assumptions may produce
. higher of fower contribution rates depending on which
“assumptions are changed and the nature of the change. For
example, Increasing the investment yietd assumption would lower
contribution rates because it would be assumed that a larger
portion of the costs would be funded by investment yields; )
increasing the salary Increase assumption would raise
contribution rates because higher salaries would resuit in higher
benefits that would need to be funded, '

Thus, each actuarial valuation estimates the retirement system
costs. By incorporating new information, subsequent vajuations
attempt to provide improved estimates of the total costs. Based
on these estimates of costs, it may become necessary from time
to time to adjust contribution rates in order to fund the benefits on
an actuarially sound basis.

| 2. Actuarial Method

Contribution rates are also affected by the actuarial method used,

. The actuarial method allocates the estimated total costs among
years and datermines how much of the total estimated cost is to
be contributed in each year, Some actuarial methods attribute

_higher costs to earlier years; these methods tend to produce high
initial contribution rates with rates declining over ime and
eventually leveling off. Other methods spread costs more avenly
‘over time and produce contribution rates that are expected fo be
relatively stable over the life of the plan, '

In practice, the contribution rates wil chahge to reflect the actual
s experience of the plan at each actuarial valuation, regardiess of

58400 | ’. ~ SJRJN000568
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the actuarial method used. The actuarial method tends to
determine the volatility of the changes.

B.  Police and Fire Plan Provisfons

1. 1961 Plan Priotto 1979

During the time the 1961 Police and Flire Depariment Retirement
Plan was being deveioped and implemented, the City Charter
aythorized the City Council, by ordinahce, to establish retirement
plans for eligible members of the Police and Fire Department.
The Charter required that each such pian be actuarially sound
and that provisions be made for the payment of monthly
contributions into the retirement fund by both members of the plan
and the City. With respect to the allocation of contributions
between the City and the members of the plan, the Charter
provided: - :

The amount of monthly contribution requlred of members,

as compared to monthly contributions required of the City, -
shall at all times be in the ratio of three to eight provided

and excepting, however, that if provision should be made

for the payment of any benefits on account of service

rendered-by members prior to the effective date of the

ordinance which provides such prior-service benefits, then

in that event, the Council, subjedt to the provisions of [the

Charter which require certain minimum benefits], may in its

discretion provide for the payment by the City of San Jose

of all of such amounts as must be contribufed to the

retirement fund on account of such prior service benefits to
render the plan and fund actuarially sound fo the extent

that such amounts are not provided by members’

accumulated prior service confributions, or may require

contributions for such purpose by both City and members

provided that contributions required of members for such

puipose shall never exceed $3 for each $8 contributed for

such purpose by the City, *

' San José Clty Charler Section 78a ofAnicIa ¥ as amended by the voters at an election
held Agprif 12, 1860, }
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Under this Charter provision, if there were an increase in benefits,
the prior service costs of those benefits could be completely
absorbad by the City or could be allocated between plan
members and the City. ' '

As the 19681 Plan was originally enacted, if any person who was a
member of the previous plan (the "1846 Plan") elected to become
a member of the 1961 Plan, all contributions made by that person
prior to membership in the 1981 Plan, and by the City on that
person's behalf, were required to be credited to the 1961 Plan.

In addition, the City contributed the additional amounts needed to
fund the benefits payable because of service in the 1946 Plan.

Ali other contributions needed to keep the fund actuaraily sound
were split between the members and the City on & 3:8 basis. To
the best we have been able to ascertain, the original rates were
set at 14.25% of payroll for current service (split at 3.88% for )
members and 10.37% for the City) and 4.9% of payroli to fund the
benefits payable because of 1946 Plan membership.

- Under this funding mechanisrn, known as the aggregate cost
method, the members’ and the City's contribution rates were
adjusted at each actuarial valuation. "However, if contribution
rates set by a prior valuation were inadequate to fund benefits,

- whether because of actuarial experience or because of increased
benefits, the deficit was added to both the members’ and the
City's rates in the 3:8 ratio. In other words, except for costs
associated with service in the 1946 Plan, the actuarial accrued
tiability was set at zero, Any deficit in contributions relating to
benefits attributable to service rendered after February 1, 1962
{the effective date of the 1961 Plan) was included in the .

" calculation of “current service”.  Similarly, if experience was
favorable, that would be reflected in lower current service rates
for both the City and the members and possibly a lower prio

" service contribution rate for the City. . o

A number of events occurred after the adoption of the 1861 Plan
which led to an alteration in the way contribution rates were
aliocated between members and the City: First, in 1965, the
voters adopted a new City Charter, Section 1504(b} provided
that contributions “for-or because of current service or current
service benefits’ for eligible members of the Police and Fire
_Departments could not exceed a ratio of 3 for members to 8 for
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the City. The new language specifically excludad contributions
requirad for prior service or prior service benefits from the 3:8
requirement and laft the funding mechanism for prior service to be
determined by ordinance of the City Council.

In addition, between 1962 and 1970, the calculationof final .
compensation was changed from the highest 36 months to the
highest 12 months of service and significant benefit
enhancements were made in such areas as survivors’ benefits
and cost-of-living adjustments. By the 1970 actuarial valuation,
current service rates had increased in 17.88% (split 4.88% of
payroll for members and 13.00% of payroll for the City). Ofthe
17.88% of payrol for current service contributions, 3.03% of
payroll was attributable to deficits in prior curent service _
contribution rates. 2 The information avallable does not specify
to what extent the deficit was attributable to the increased
benefits as opposed to changes in other assumptions.

- In the 1970 actuarial valuation, the actuaries recommended that
the actuarial method of the Plan be changed so ihat "current
service” contributions would be determined as the rate of .
contributions required of new enfrants to the Plan (i.e., new
members slnce the last valuation). If this method were
implemented, current sarvice rates would be calculated as a -
*balancing item”. > The resulting change In rates would be
current service at 14.85% of payroil (split 4.05% of payroll for
mambers and 10.80% of payroll for the City) and a prior setvice
rate of 7.09% of payrol! to be paid entirely by the City. [t was
expected that the change in actuarial method would reduce the
volatility of future changes in the rates, '

_ In June of 1971, the City Council approved a memaorandum of
understanding with Fire Fighters Local 873 (now Local 230). The
MOU included a provision for an amendment of the 1961 Plan to
provide, with respact to Fire Department members, that “when,
from time to time, the Retirement Board changes or amends the
rates of contribution required {o be paid by City and by members

*  City Councll Resoiution No, 40059, adopted July 12, 1971, citing contrlbution rates from '
the actuarial report dated May 11, 1971. The resolution did not explain how the
determinetion of 3.03% was derived, and a copy of the 1871 report is no longer available.

3 councll Resolution No. 40059, quoting from the actuarial report dated May 11, 1971,
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for current service, the new rates thereby established by the

Board . - . sheali not include any amount required fo make up any
deficit resulting from the fact that previous rates of contribution
thereto made by the City and by such members are inadequate to
fund costs attributable o service rendered by such members prior
to the date of sald amendment ¢r change of rates for which

service said members were entitled as of the date of such change
or amendment, io receive credit under said Plan .. ,.” 4 Atthe
same time, the Council deciared iis intent to amend the Pian as
outlined in the MOU and agreed to pick up that pertion of the Fire -
members’ current service contributions as would have been paid
by the City had the amendment already been made. The Council
would continue to make contributions for non-Fire members as
calculated by the aggregate cost method, The resuiting relative
contributions effective July 1, 1971, expressed as a percent of
payroli, were: : _ _ e

For Fire Fighters

Member  ° City
Current Service 4.05% 10.80%
Prior Service . @ 7.08%
: Total 4.05% 17.88%
For non-Fire Fighters . S
- . Member City
Current Service 4.88% 13.00%
" Prior Service @ . 424%
Total - ABBY% 17.24%

On July 26, 1971, the Councii adopted Resolution No. 40129
declaring its intent to amend the 1861 Plan as described in the
MOU with the Fire Fighters for all members of the Plan. The
Councit then picked up the same portion of the current service
_contributions for all members seffective August 1, 1971, so the
relative contributions for all members of the Plan were as listed
for F!re Fighters above.

*  Council Resolution No. 40058, guoting from the Memorandum of Under-standmg for Joint
Submission to the Councit of the City of San Jose Regarding the San Jose fire Fighters
Logcal 873 (Unit), Section 5.00, )

53400 : . - : SJRJ_N000572



Board of Administration

Palice and Fire Depariment Retirement Plan
December 28, 1997 '

Page 7

2. 19671 Plan Beginning in 1879

In 1977, the Board refained the Wyatt Company to evaluate the
Plan’s costs independently of the valuations previously performed
py other actuaries, The Wyatt Company concutred with the
Board's regular actugry that the cost-of-ilving adjustmsnis were
inadequately funded, the salary increase assumption was too low,
and service disability rates were higher than previously assumad.

: ~ Wyatt aiso recommended an Increase in the interest earnings
assumption and a change in the actuarial method to one which
would provide mare stable contribution rafes. °

In 1979, the City Council adopted Ordinance No., 19680
amending the Municipal Code to change the actuarial method to
the new entrant method. ~Under this mathed, centributions for
currant service were defined as: '

[A] rate of contribution which is needed to provide the benefits
payable under this plan to a new entrant. Retes for current
servica shall not inciude any amount required to make up any
deficit resulting from the fact that previous rates of contribution
made by the City and members were inadequate to fund benefits
attributable to service rendered by such members prior {o the
data of any change of rates. - - o

........

Ordinance No. 19690 retalned the 3:8 ratio between members
and the City for the current service contribution spiit.  But, .
significantly, it changed the way the accrued actuarial liability was
io be. determined and it shifted contrbutions for the unfunded
accrued liability entirely to the City. Beginning in 1979, prior
service casts were na longer included in “current service”
contributions and were no fonger divided between the members

- and tha City. instead, the City was to contribute amounts needed

5 "Repert of Actuarial Valuation as of July 1, 1977°, dated April 10, 1878, prepared by The

Wyatt Company. Wyatt noted that the contribution rates paid based on the 1974 vatuation
were 6.59% of payroii by members and 23.28% of payroli by the Clty for a total of 29.87%.
Using the 1874 cost-ofuiving adjustment methodology, salary scale and interest
assumptions would have resufted in a total increase in rates to 38.08%: if the Wyatt

R recommendations were adopted with respect Lo changing the COLA methodology, revising
the satary assumption, and revising the interest earmings assumption, the new total rate
would have been 53.58% of payroll,
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"o make [the] plan actuarially sound to the extent that such
amounis are not provided by member and City's current service
contributions.” '

in 1990, based upon the recommendation of the actuary and the
Retirement Board, the Plan was again amended to change the
actuarial method. ¢ the change was from the “new entrant”
method to the “entry age normal” method. Under the entry age
normal method, “contributions for current service” are defined as
“the sum of the normal cosis for each actively employed member
as delermined under the entry age normal actuarial cost method,
divided by the aggregate current compensation of such
members.” The entry age normal cost method looks at the value

of each mamber's future benefits datermined as of the date of the
member's employment, as opposed to the new entrant method
which looks only at the members who entered the plan since the '
last actuarial valuation. T The entry age normal method more -
accurately reflects the workforce than does the new entrant

" method and tends to produce less volatiiity in contribution rates

bacause it spreads the costs as a level percentage over each
employee's period of employmeant,

The 1990 amendment retained the 3.8 spht for current service
‘contributions and retained the provision that the City wouid
contribute such amounis as are needed to make the fund
actuarially sound {o the extent the amounts are not provided by
the currant service contributions.

Ag'gtication of A_ctuaria! Mefhods to Contribution Réte Calculations

Under both the new entrant method adopied in 1979 and the entry age
normal method adopted in 1990, the members and the City share the -
current service (or “normal”) cost.  This [s the "annual contribution rate
which, if paid annually from a member’s first year of membership through
the year Of rotirement, would accumulated to the amount necessary {o.

58400

The maet and confer process between the City and the affected empioyee organizations
on the issue of changing the actuarial method was compieted in March 1980, QOrdinance
No. 23432 was approved by the Council in April 1980, to implement the change

Ses, San José Municipal Code Section 3.36.1520.
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. fully fund the member's retirement-related benefits. * Under the Plan
provisions, this rate is split between the members and the City inthe
ratio of 310 B. '

As each of these methods was implemented, the City is required fo ,
contribute all amounts necessary to make the Plan actuarially sound fo
the extent the necessary amounts are not provided by the current
service contributions. ®  These amounts are included in the City's
contribution to the unfunded actuarial accrued liability, 1.e., the "annual
_contribution rate which, if paid annually over the UAAL amortization
period, would accumutate to the amount necessary to fully fund the
UAAL." '® A good explanation of the UAAL is provided in the 1995
Valuation Report: - .

The UAAL arises from prior contributions that were less than the current
Normal Cost. This usually results from benefits and assumption
changes and the net effect of prior gains and losses. . if the city had
always contributed the current Normal Cost, if there were no prior
benefit or assumption changes and If actuarial experience exactly
matched the actuarial assumptions, the Normal Cost would be sufficient
to fund all benefits and there woutd be no UAAL. ™

To determine the UAAL, and thus the City's contribution rate necessary
to put the retirement fund in actuarial balance, the actuary subtracts the
actuarial value of the Plan assets from the actuariai accrued liability. 2
if the actuarial value of the assets is less than the actuarial accrued
Jiabifity, there is an unfunded liabitity for which the City is required to
make contributions. '

However, if the actuarial valug of the assels exceeds the actuarial

accrued liability, the UAAL, and thus the City's contribution rate for the

UAAL, is a.negative numbér. This doesn't mean the Plan has too much

mongy. Rather, it means that the UAAL is being paid off faster than the
~ amartization period anticipated. The City was paying the amount the

“"City of San Jose Police and Flre Department Pian Actuariat Valuation Report As of June
30, 1095, dated October 1995 (the “1995 Valuation Repor!}, at p. 28. -

Current Municipal Gode Section 3.3.1550 D; prior Code Section 2808279,
1995 Valuation Reperi, at p. 28,
M 1985 vauation Report, at p. 42,
2 1985 Valuation Report, at p. 66.

10
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actuary recommended based on the information available at the time the
rates were set, but favorable Plan expetience resulted In actuarial gains,
In retrospect, the favorable experience made the UAAL contributions
redundant. Mad the revised assumptions been available to set the
original UAAL rate, the rate would have been lowar, Consequently, the
adjustment in the City's contribution rate Is made so that the total
amount cantributed over the amortization period is in actuarial balance.

Since 1979, the actuaries have consistently applied these actuarial
methods to calculate the contribution rates necassary to maintain the
fund on an actuanially sound basis as raquired by the City Charter and
the specific provisions of the Plan. The Board has consistently adoptad
contribution rates which allocatad the gains and losses in the manner

- identified in the actuaries’ reports,.and the members and the City have
“consistently paid contributions into the fund based on those allocation

" and the contribution rates adopted by the Board. '

The contribution rates recommended by tha actuaries since 1979 are set .
out below, These rates do not include the contributions for madical or
dental coverage because those contribution rates are calculated on a
rolling ten-year basis rather than on the naw entrant or entry age basis.
Also, there is no report for 1881 because the Board did not adopt the
two-year schedule until 1983.

1979 Actuarial Report **

_ - City Member Total
Basic Current Service 18.70% 7.02% 25.75%
Basic UAAL 6.68 ) & 6.68
COLA 10.83 4,05 - 14,88

. Total 36.21% 11.07% - 47.28%

L3

58400

13

The 1879 Actuarial Report recommended rates of 35.53% of payroil for the City and
10.81% of payroli for members, but in a supplemental report the actuary provided a
phased-in rate schedute of 28.82% for the City and 8.25% for members through '
September 1880, 31.60% for the Clly and 9.08% for members through Septembar 1881,
and 356.21% for the City and 11.07% for members thereafter, The numbers In this tabie
are an extrapolation of the data in the actuary’s report to estimate the breakdown between
current service costs and UAAL at the end ofthe phase-In period. Althe time of the 1878
valuation, cost-of-living contribution rates were calculated on a.rolling 10-year basis with

.costs shared in a 2:8 ratio except for a small (0.04% of payroli) amount absorbed by the
. Cily for a previously granted permanent cost-of-living increase. |
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1983 Actuarial Report :
City Member Total

Basic Current Service 16.34% 6.13% 22.47%
Basic UAAL _ 0.31 : o 0.31
COLA Current Service 6.07 2.27 . 8.34
- COLA UAAL ' 2.87 @ 2.87
' Total 26.59% 8.40% 33.08%
1985 Acfuarial Report ‘
_ City Member  Total
Basic Current Service 16.62% 6.23% 22.85%
Basic UAAL 0.44 o] 0.44
COLA Current Service 6.22 2.33 8.55
COLA UAAL . 3.18 @ 3.18
' Total 26.46% 8.568% 35.02%

1987 Actuarial Report _ '
City Member Total

Basic Current Service 15.11% = 5.67% 20.78%
Basic UAAL (0.31) ] (0.31)
COLA Curmrent Service 6.04 . 228 8.30
COLA UAAL 3.60 ] 3.60
: Total 24.44% 7.93% 32.37%
' 1988 Actuarial Report : -
City Member . Total
Basic Current Service 14.57% 5.47% 20.04%
Basic UAAL (2.68) ] (2.68)
COLA Current Service 5.37 2.01 7.38
COLAUAAL -2.54 I 2.54
Total ~  19.80% 7.48% 27.28%
1991 Actuarial Report
City Member  Total
Basic Current Service 1477% 5.54% 20.31%
~ Basic UAAL (3.47) 2 . (347
COLA Current Service 5.4 - 2.03 : 7.44
COLA UAAL 2.12 ] 2.12
Total 18.83% 7.57% 26.40%
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1893 Actuarlal Report

' . City - Member Total
Basic Current Service 14.49% 5.43% - 19.92%
- Basic UAAL | (2.80) 2 (2.80)
COLA Current Service 5.49 2.06 7.55
COLA UAAL - 2,89 : 5] 2.89
Tota! . 20.07% 7.49% 27.56%
1895 Actuarlal Report *
. City Member Total
Basic Current Service T 15.83% 5.86% . 21.4%%
Basic UAAL _ (2.72) B (2.72)
COLA Current Service 572 245 7.87
GOLA UAAL 1.29 @ 1.29

Total 19,.92% - B.01% - 27.93%

As can be seen from the chart, a negative UAAL on the pension
contributions first appeared in the 1987 valuation. According to the
actuary who prepared the report, if the same actuarial assumptions were

" ysed in both 1985 and 1987, the basic current service cost would
increase significantly because at that time the plan used the new entrant
method and the average age of new entrants had increased by a year,

- Consequently, the number of years to fund the benefits decreased
causing a corresponding increase in the required current service
confributions. The increase in current service costs, coupled with
investment gains, resulted in a significant decrease in the UAAL. ¥ The
final recommended rates in the 1987 report were based on revised
assumptions which were adopted by the Board and on the acluary’s
recommendation that the actuarial method be changed to the entry age
normal method. Both of these considerations reduced current service
costs, but they did not increase the UAAL to a positive number.

" The breakdown for the City contribution rates listed hare is the breakdown in the report
dated October 1995, In a supplemenlat report, the actuary provided revised numbers for
the changes In tates atiributabie to certain revised assumptions and atiributable to an
inferest adjustment and adjustments to the nomat cost and the UAAL, The supplemental
report did not bréak out the components to show normat cost and UAAL contributions
separately. However, the total contribution rates of the members and the City were 1he
same in both repors.

LRt wgan Jose Police and Fire Department Retirement Plan Experlence Review for July 1,
1981 to July 1, 19877, dated December 24, 1987,
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D.  Board's Authority Regarding Contribution Rates

Under the appliceble provisions of the San José Municipal Code, the
Board of Administration has the responsibility to manage and administer
the retirement system that is established by ordinance of the City
Council, The terms and provisions of the current retirement system {the
1961 Plan) are set out in Chapter 3,36 of the Municipal Code.- The

* provisions of the 1946 Pian can be found in what is now Chapter 3.32 of
the Munilcipal Code. '

At least since the adoption of the 1948 Plan, the Board has had the duty
and responsibility to have an actuarial investigation and vaiuation
performed not less often than every five yaars. Based an the results of

~ the actuarial investigation and valuation, the Board has been charged
with the duty to adopt the necessary actuarial assumptions and to adogt, =
and from time to time revise, contribution rates for the members and the
City as required fo make the Flan actuariaily sound. 6 While the Board
may receive comments or suggestions from participants, employee .
organizations, the City Administration, the City Counci, or other
interested parties, none of these groups has the authority to set the

- coptribution rates. ,

'In addition, the Board has the authority to select the actuary and to enter
into agreements for actuarial services. " Again, the Board may receive
comments or suggestions, but the final decision on which actuary to
retain rests with the Board.

However, the Board does not have the authority to change the Plan.
Because the Plan is set out in ordinances adopted by the City Council,
changes in the Plan must also be made by ordinances of the Council.
The actuarial method is set out in the Plan as part of the Municipal Code
provisions. Therefore, a change in the actuarial method would require
an amendment to the Code, -

‘Both the new entrant method and the entry age normal method calculate
current service (or "normal®) costs and then calculate the actuarial
accrued liability as the amount required to keep the fund actuarially
sound. Since 1979, the Municipal Code has provided that the

e " current Municipat Code Sections 3.36.400, 3.36.410; prior Code Sectlons 2803.28,
& 2903.105, 2803.106. (Emphasis added.)

" Municipal Code Section 3,36.385.
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contributions necessary to fund the actuarial accrued liabllity have been

- allocated entirely to the City. Any changes in the allocation of
contributions to fund the UAAL would also require that the City Council
adopt an ordinance to amend the Municipal Code. ' _

if the Board wishes to change either the actuarial method or the
allocation of costs between the City and the members; it woulid be
- appropriate for the Board to make such a recommendation to the City

Council.

.E.  Meet and Confer Requirements

The Meyers-Milias-Brown.Act (Caiifornia Govermnment Code Section

3500 ef seq,) requires that the City.meet and confer in good faith with
representatives of the employee organizations prior to making changes
in wages, hours or other terms and conditions of employment. A public L
employes's pension has long been helid as constituting an element of
compensation, (See, e.g., Infernational Association of F;ref ighters v,

City of San Diego (1983) 34 Cal.3d 292.) '

A change in either the at:tuariai method or the allocation of contributions
to fund the UAAL would require an amendment to the provisions of the
Plan as set out in the Municipal Code, Such a change would affect the
contribution rates that would be made by active members of the Plan
“and would require that the City and the employee organizations meet
and confer about the changss,

CONCLUSION

Under the terms of the Police and Fire Depariment Retirement Plan, -
contributions for current service are allocated between the Plan members and
the City in the ratio of 3:8. Changes in actuarlat assumptions, changes in

- benefits, and other actuarial gains and losses may affect the current service

costs, but regardtess of whether those costs increase or decrease, the
Municipal Code requires the costs be shared in the 3 to 8 ratio. The Municipal
Code aiso requires that, to the extent that such amounts are not provided by

58400

® R should be noted, fiowever, that a change in the allocation of costs for current service
that would resuit in & ratio higher than 3.8 would also require & Charler amendment. -

¥ There Is precedence for the meet and confer requirement. Both the change made in 1979

- [(change to new entrant method end aliccation of UAAL entlrely to tha City) and the
change made in 1990 {change fo entry age normal method} went fhrough the meet and
confer procass before the change was made..
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current service contributions, the City must contribute the amounts necessary
to keep the retirement fund actuarially sound. In the actuariai method
employed by the Retiroment System, the contributions necassary to fund the
'LUAAL are calculated to keep the retirement fund in actuarial balance. Under
this method and the seiected amoriization period, the UAAL may be aifher a
positive or & negative number. Regardiess, the contributions to fund the UAAL

are allocated entirely to the City.

If the Board wishes to change the actuarial metnod or the aflocation of
‘contribution rates between the members and the City, it would be appropriate
for the Board to make such a recommendation to the City Council for the matter
1o be referred to the meet and confer process.

: SUSAN DEVENCENZ! '
Senlor Deputy City Attomey

ce.  Edward F, Overton
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ORDINANGE NO. 29174

AN ORDINANCE OF THE CITY OF SAN JOSE AMENDING
VARIOUS SECTIONS OF CHAPTER 3.28 OF TITLE 3 OF THE "
SAN JOSE MUNICIPAL GODE TO CLARIFY THE CITY
CHARTER SUPERSEDES THE . FEDERATED CITY

EMPLOYEES RETIREMENT PLAN IN EVENT OF CONFLICT,
CLARIEY THE DEFINITION OF TIER 2 MEMBER,
DISCONTINUE THE SUPPLEMENTAL RETIREE BENEFT
RESERVE, "CLARIFY. ACTUARIAL - SOUNDNESS, I8 |
DETERMINED GCONSISTENT WITH THE CALIFORNIA
GONSTITUTION, AND MAKE ADDITIONAL REQUIRENENTS
FOR MANDATORY MEDICARE ENROLLMENT, TO BE
EFFECTIVE JANUARY 4, 2013 '

WHEREAS, the Cily of San José (“City") wishes to further impfement the prov;'isions of
Adticie XV-A of the Clty's Charter and clarify that (n the event of conflict between the
provisions of Article XV-A of the City's Charter and the Federated City Empioyees
Ratirement Plan the City's Charter controis, and '

WHEREAS, the City wishes to clarify that certéin employees who participate In a City
sponsoted defined contribution _p‘Ian wili be excluded from participation in the Federated
City Employses Retiretnent Ptan; and )

WHEREAS, the City wishes to discontinue use of the Supplemental Retiree Beneflt
Raserve; and

WHEREAS, the Clty wishes to c!arify that the actuarlal soundness of the Federated City
Emp[oyees Retirement Plan Is determined in a manner consistent with Artlcle XV,
Section 17 of the Callfornia Constitution (the “1992 Californla Pension Protection Act’);
and ‘ ‘

WHEREAS, the City wishes to make additional nequirerﬁents refating to mandatory
- enroliment of Federated City Employees Retirerent Plan members into Medicare;

T-261%6.001/ 016238_4A

" Gouncli Aganda 11-08-12

ftam3b

SJRJING00S582



RD : ' ORD NO 20174
10-25-12 .o -

NOW, THEREFORE, BE iT ORDA%NED BY THE COUNCIL OF THE CITY OF SAN
JOSE:

EOI;QI*_& . Section 3.28.010 of Chapter 3. 28 of Tltle 3 of the San José Munlmpai
Code is amended to-read as follows: .

3.28.010 Plan Established - Name - Scope

A, There I heraby established a retirement ptan for all parsons, hereinafter in this
cha;:{ter specified, who may becor_ﬁe members thereof pursuant to the provisions
of this chapter, This plén shall be known as the “1976 Federated Clty Employees
Retirement Plan," and inclides all provisiohs of this Chapter 3.28. -

B. . Notu)lthstanding-any provision of the cade to the contrary, the éiements ofthe .
" retirement plan as set put In Chaptérs 3.16, 3.20, 3.24 and 3,28 are components
of a single retirement system known as the Federated City Employees
Ratirement Plan, ' '

C.  Contriputions made by the Clty.and the members of the plan to the retirement

' fund desctibed in Part 3 of this Chapter shall he made for the purpose of
distributing to suich members of thelr beneﬂciarles the corpus and income of the
fund in acgordance with the terms of this plan.

| N The Federated Clty Employees Retirement Plan Is estabilshed asa quaitfied
govemmental defined benefit plan ptirsuant to Sactions 401 (a) and 414(01) of lhe
_Internal Revenue Gode or sitch other provision of the Intérnal Revente Code as
applicable and applicable treasury regulations and other guldance-of fhe [nternal
tevenue service, The board shail be authorized to adopt tules and reguiaiaons
. which are appropriate or necessary fo mamtaln the qualified status of the plan

T-25116.001 /916260 _4
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E. Effective September 30, 2012, the Federated Cily Employees Retirement Plan
" has been amended to provide for different retirement beneﬂts for mdawduais

hired or rehired by the City onand after that date. Members subject to these new
benefit provisions are referred to In this chapter as Tier 2 members.

F.  .Underthe City Council’ authority pursuant ta Artlcle XV, Sectien 1500 of the Clty
Charler, the provisions of Atticle XV-A of the Clity Charter are hereby.
implemented into the San José Municlpal Code. To the extent there Is any

" conflict between Article XV-A of the City of San José's Charter and the provlslons
of the Federated City Empioyeee‘ Retitement System, Article XV~A will
supersede any conflicting proviston in the Federated City Employees' | Retiremenl

Syetem except as p[ggsgeq in Section 3.28,350.B

SECTION 2. Sectlon 3.28.030. 28 of Chapter 3 28 of Tiue 3 of the San .José Municipal
Code ls amendéd to read as follows: :

$.28.030.28 Tier 2 Member

““Ter 2 membet” means any person 'who is hired, rehired or reinstated by the City on or
after September 30, 2012 except for any person who is eligible and elects o participate
‘ina deﬂned conttibution plan eetabhehed uhder the San José Municipal Code.

SECTION 3. Séction 3.28.070 of Chapter 3.28 of Title 3 of the San Josd Municlpal
Code is amended to tead as follows:

T-25116.001 1 916286_4
Councl Aganda 11-06-12
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3.28.070 Termination of Plan

A. Upon the.termination of this plan orupon the complete disbontinuanbe of

contributions under the plan, the rights of each meamber, former mamber and
: beneﬂclary to banefits accrued to the date of such termmation or discontinuance,
to the extent then funded shaii be Nonforfeitabie ' :

B,  Upon the termination of this plan, the 'bqard shall perform all of the followlng:
1. quuidale‘ the assets of the retirement fund.

2, Pay ali of the accrued administrative expenses of the plan, 1nclu£iing the
" expenses of liquidation.

3. Determine the rights of sach member, former metnber and beneficlary to,
~ benefits accrued to the date of termination, and ensure that alf such
bensfits have been or are pald to the respective persons.

‘C. | Upon the termination of this ].::Ian and the satisfaction of ali liabliitles described in

Subsection B, above, the board shall aliocate any remaining assets of the
-retirement fund to the members of the plan on the hadis of years of service and -
final compensation credited to the member at the time of termination of the plan.

SECTION 4, Section 3.28.340 of Chapter 3.28 of Title 3 of the San José Municlpal

 Code Is amended to read as follows:

3.28.340 Disposttion of Eargings

A. Deﬂnitions For the ‘purpose of this Section 3.28. 340 the terms lzsted hereiri shall
have the foﬂowmg meanings:

T.26116.001 1 916286 4
Counif Agenda 11-06- 12
Ylem 3. G ‘

SJRJIN000S585




RD : . . ORD NO 26174
10-26-12 :

1. “Income account” means the account established in the general reserve
pursuant to subsection B. below. . ' '
- 2. ‘“Interest crediting rété" means the interest rate determined by the board
for crediting the employee contribution reserve.

B. Retirement fund reserves, There shall be established in the retlrement fund the
following reserves:

- 4. The employee contribution reserve,

a. ~ The board shail credit to the e'mp_!c;yee contribution reserve all
contributions made by members of the retirement system and ail
Interest payable pursuant to subsection C. below.

b.  Moneys in the employes contribution reserve shall-be-avallable for
‘the payment of benefits and for the return of contributions pursuant ' _
.to Section 3.28.780. ' ‘

2. ‘ ~The general reserve. '
s Theboard shall establish an Income account and shall oredt the
income account with all rents, interest, dividends, realized galns
and losses, hnrea!ized gains and losses, and all other‘incom,e other
S than employer conitributions, recelved durihg the fiscal year. The
"hoard shall pay from the Income accolint all expenses and
administrative costs as they are incurred.

b.  The board shall credit fo the general reserve all contributions made
“by the City, all Interest payable pursuant to subsection C. below,
: 6
T-26116,001 / 916288 4
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and that porﬂoh of the excess earnings determined pursuant to
subsection D, below. ' ' '

.. Moneys in the general resetve shall be avallabie for the payment of
benefits and for the payment of the expenses and administrative

costs of the retirament system. |

3. Such other resetves as the board may determine from time to time.

-Credit to contributions and rese'r{re_s. All interest cﬁaﬁited pursuant to this

. subsectlon C. shall be deducted from the Income account.:

1. interest shall be credited to the em‘p{oyee contribution resetve on a semi-
“annual basls, of more frequently If authorized by the board, at the interest
crediting rate. ' '

20 In_terést shall be credited to the generai reserve as follciws: -

a. lntergaa't at the actuatially assumed annual rate of retum adopted by
the board pursuant to Section 3.28.200 or of the actual rate of
roturn earned by the fetrement fund during the applicable fiscal
year, whichever is lower, pius

b, Inferost caloulated as the difference betwsan () tha interest that
would have been cradited to the employes contribution feserve had
-the employee contribution reserve beén_credited‘at tha actuatially
assumed annual rate of return adopted by the board pursuant to
Section 3.28.200 or at the actual rate of return earned by the
retirement fund during the appllcable fiscal year, whichever s
fowsr, and (if) the interest actually credited to the employee

contribution reserve pursuant to subsection C.1. above; provided,
. 8 . . "

T-26116.001 /918285_4
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however, that thers shalf be no offset to the general yesetve in any
case where this difference is a negative number. '

D. Excess earhings.

1. Within ninety (90) days from and after recelpt of audit reports for each
" fiscai year, the board shall determine the balance remauﬂng in the income
account after crediting of interest as provided t in subsection C. above, and .
after payment of administrative costs and expenses of the retirement
system for the applicable fiscal year. - '

2. ifthe balance remalning In the income account s greater than zero, the
board shall by written resolution declare that balance to be the excess
esrnings for the applicable fiscel year, shall transfer the excess earnings
to the general reserve, if the baiance remaining in the inco.me account is
less than or equal to zero, the board by written resolution shall declare
that there are No eXeess earnlngs and shalj ad]ust the generai reserve {o

. reflect any negative balance in the income account so that the balence in
the income account is zero as of the beginning of each ﬂsc:,ai.year.

SECTION 8, Section 3:28.350 of Chapter 3.28 of Titie 3 of the San José Mun'[c'ipal
Code is amended to read as foilows:

3.28.3560 lnvestmént of Funds = Gondijtions and Limitations

The board shall invest and reinvest the moneys in the refirement fund in accordance
with the following standards!

A, The assets of the retirement pian are trust funds and shali be heid for th'e
* exclusive purposes of providing benefits to members of the plan and their
7 _
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beneflclaries and deftaying reasonable expenses of administering the plan. The
assels of the refirement plan must not révert, and no contributions shall be

. pemlited to be fetumed to the employers, except as permitted by Revenue -
Ruling 91-4. ' ' ' '

B. The board shali dischargs Its dutles with respéct to the plan solely in the intarest

of, and for the exclusive purposes of providing henefits to, members of the pian
and their benefictarles, maintaining the actuarial soundness of the plan ih a
manner consistent with Article XVI, Section 17 of the Califomia Constitution (the
*1992 Californta Pension Protectlon Act”), and defréyi_ng reasohable expenses of
admlnisterir'lg the plan. The board's duty to the members and their beneficlarios
g‘hali take precedence over any.other duty, -

C.- The board shall discharge lts duties with the care, skili prudence and diligence
under the drcumstances than prevalilhg that a prudent pefsori acting in a llke
capacity and familiar with these matters would use in the condugt, of an ‘
enterprise of like character and with like airs.

D,  The board shail diversify the investments of the plah so as to minimize the risk of
loss and to maximize the rate of return, uniess under the circumstances, it is
_alearly prudent not o do so. C :

E.  The retirement pian may particlpate under Ssction 401(a)(24) of the Internal

Revenue Code In a qualifled group trust that meets the requirements of Section
401(a).of the Internal Revenue Code i accordance with Revenus Ruling 81-100, °
as amended by Revenue Ruling 2004-67. N

SECTION B, Sectlon 3.28.1970 of Gtiapter 3.28 of Titie 3 of the San José Municipal
Code Is atmended t0 read as follows: »

. 'F26118.001 1 916288_4
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3.28.1670 Requirements forParticipation in Medical Insurance P

A,

 service or disability,

A member, as specified in Section 3,28.1950, abovae, Is eligiblo to participate.i ina
medical insurance plan sponsored by the City providad that the member satisfios

the foi!owing ret;ulrements

" The member retires for §OIVice or dlsabllity pursuant to the provisions of.

this chapter, and

The member applles for medical Insurance coverage at the time of his or

her retirement In accordance with the provistons of the medical insurance
plan, and agrées to pay any applicable promiums.

A survivor, as specil’ied in Section 3.28.196Q, above, i3 eiigibie to parﬂcipate ina
medical insurance pian sponsored by the City provided that the foliowmg
conditions are satisfled. ‘

The survivor is recel'ving a monthiy survivorship allowance because of the:
death of a member who elther died during his or her employfnent-wlth the
city or died after he or she terminated City employment and was retired

pursuant to the provisions of thia chapter; and

At the time of the member's death, the member and the survivor were

" enrolied in ene of the medical insurance plans sponsored by the City; and

The suryivor applies to continue medical ingurance coverage at the time of
t_he member's death, and agrees to pay any applicable premiums, -

A member may seoure medical insurance covarage for a spouse only if the
spouse and member were married at the time of seld meraber's retirement for

9
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A member may secure medical insurance caverage for a domestic parther only if
the domestic partner and member had estab!ished a registered domestic

partnerahip pursuant to Divislon 2.5.of the- California Fam!ly Code or had formed
a legal union other than e marriage that is recognized as a domestic partnersh!p
pursuant to California Family Code Section 299, 2 atthe tima of sald membar‘s '
retirement for service or disability. '

A surviving spouse of surviving domestic partner shali be ellgibte for single
coverage only, except as follows: ' ' :

A surviving épouse-or suwlviﬁg domestic;partnér shait be eliglble for family
coverage if at least one surviving child as defined in Sectlon 3.28;.-1460.0.,-
or at least one child of the surviving spouse of surviving domestic partner N
who is unmarried, not a member of a registered domestic partpership a_hd

, under the age of eighteen years, or an efiglbie survivirig child for purposes

of receivifg a school aliowance as defined In Saction 3,28.1750, is

surviving the death of a member; in such case, if stich chiid was enrolied

in & medical lisurance plan sporisored by the City at the time of the
member's death. C :

A surviving spouse or surviving domestic partner shali be eligible for family
coverage if the surviving épouse or surviving domestic partﬁer is the court-
appolnted guardian of the person of & minor chiid or children and stich

" minor chitd or chiidren ara eliglbie for coverage under the terms of the

eflgible medical plan, A aurvwlng spouse or surviving domestic partner
may continue fainlly coverage after such child reaches the age of majority
In any case. where, if such chiid had been a “surviving chiid of the member,
such child would be an eligible surviving child for purposas of receiving a
school allowance pursuant to Part 14 of this Cha;;ter‘

10
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As used in thits section, “medical insurance plan sponsored by the city” means an

; eflgible medical plan as desdr]bed In Section 3.28.1990. halow.

Notwuhstandzng tha prowsions of Sections 3.28.1970.A.1., 2., and 3., and

" 328.4970.B.4.,2., and 3,, members o their survivors who would otherwise

quaiify for participation in a medical insurance p!an pursuant fo-the provisions of
this part, but who, at the time of retirament or death, couid not enroil because the
beneflts provided in this part were not availabie at the time of the members
retirement for service or d!sébility or death of the mémber. may enroll in an

ellgible insurance plan as provided for In this part on or before October 31, 1984,

ifa membel or survivor does not enroli ot or before October 31 1984 then said
membears of thelr survivors must otherwlse comply. with the coverage i[mitations

R prowded I Section 3.28.1970 and with ali other provislons of this part.

A survlvlng spouse who would otherwise qualify for family cove rage because the
suwiving spouse is the court-appointed guardian of the person of a minor child or

' ’chtidren bit who could not enroli because the family coverage provided in

subsection E. above was not available to the surviving spouse at the time of the
member's death, may enioll in famlly coverage In an eligible insurance plan'as
provided for In-this part untll December 30, 2002, only. Said surv%vlng SpOoUSe
must otherwise comply with the coverage limitat%ons set forth in th%s Section
3.28.1970 and with ali other provislons of this part

Effective September 30 2012 for Tler 2-members and effective -January 4, 201 3

" for non-Tier 2 membets a member andlor dependant and/or survivor who %s

siligible for retiree heaithcaré banseflta In the Federated City Empioyaas

Retirerment System and who i is atigible for Medicare coverage shail be required to _
anroii it Medicare Part A and B within. 6-months of reaching the age of 65.

However, if a member is aiready retiracl and age 65 or older on the date this -
Section of the Ordinance becomes effective for such mambser and is eiigibie for

Medicare coverage then the member shail be required to enroll in Medicare Part
. oM ' .
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' Aand B by Julir 1, 2013. Additionally. the plan member and/for dependent andfor
survivor who is eligible for Medicare coverage shall be required to enroll in a
Maedicare Pian provided. by‘the Federatéd City Employees’ Retirement System
and assign Medicare Part Aend B beneﬂts to the Madicare Pian If required by

- the healthcare provider. ~

If a plan member was hired before March 1986 and is not eligibie for Medicare
Part A at no cost or a plan mémber for any reason Is not eligible for Medicare,
" the pian member shail be requ!red to provide such varifloatlon from the U.S. ‘

Socal Security Administration to the Department of Retiretnent Sefvices within 8
months from the date the plan membar becomes age 65, or if the member is

already retired and age 65 or older on Januery 4, 201 3 then by July 4, 2013,

Uniess such verification is prov[déd, Pian members shall be ljequired to enroll in

a Medicare Plan provided by the Federated City Employees’ Retiremant Systern

within 6 months from the date tha plan member is age 65 or if the member is

retired and age 65.

if aplan member falls to meet the requiraments sef forth above within 8 months.’
from the date the member becomas age 65, or If the member is retired and age
65 or older on the effectivé date this Saction of the Ordinance hacomes’

- a;ﬁpiicébie_to such member, by July-1, 2013, the Plan shall ceass 1o provide
retirae healthcare benefits untli the Plan membear completes such requirements,
This means that the member and any qualifying dependents shall not receive
refires healthcare henafits. The Plan membet and E{uailfying dependents shali be
re-enrolied in retiree healthcare benefits beginning the first day of the followmg
tnonth after such requirements have been compieted

If the Ptan member dies during theperiod which the pian member falled 1o
compiete the requirements sat forth above, the sligibie spouse or domastic
partner and any qualifying child(ren) shall be re-enroifed in a health insuranca

plan. The SpouUse or domestic partner shall be cnrolied upon attaining age 685, or
i2 . :

T-25116.001 / 916286_4
Councll Agends 11-08+i2
lfam 3.5
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if the spouse or domestic 'pattner is age 65 or older on the effective date, by July
1, 201 8. The requirements described above regarding enroliment in Madicare
Parts A and B and enroliment in a Medicare Plan-provided for city reflrees and
dependents, and assignment of Medicare Parts Aand B benefits to the Medicare
Plan must be fulfilied; unless verificatlon Is provided that the spouse or domestic
partner Is not aligible for Medicare coverage as dascribed in this Sectlon. {f stich
requirements are not met, refiree healthcare coverage will cease untll such
requirements are compieted, in the same manner set forth above with respect to
members. '

SECTION 7. The provisions of this Ordinance shall be effective on January 4, 2013, _'

PASSED FOR PUBLICATION of fitie this.6th dsy of November, 2012, by the foflowing |

‘AYES; CONSTANT, HERRERA, LICGARDO, NGUYEN, OLIVERIO,
ROCHA; REED.
'NOES:  CAMPOS, CHU, KALRA, PYLE.
ABSENT: ° NONE. _ _
DISQUALIFIED: 'NONE. _ : Q’Qw:_j(_ 2 &
"CHUCK REED
Mayor
BENNIB D, HAWKING,-EHC
City Cleik "~ * _
The foregolug !nstrl'lmcnt Is
& correot eopy of the orlginal
on file In this offlcs,
Attest: -
) nBNmsDatikAwms
5255, 4 1300 CiyCntol eCliyofs
25118, fy of 8at Yo
ot Aganda § Lot 12 iy of S it S i
.[t6m3.5 . Dmt}'

SJRJINO00524



EXHIBIT GG



CITY OF SAN JOSE, CALIFORNIA

Office of the CHy Clerk
200 East Santa Clara Street
Sun José, Californle 95113
Telephone (408} 535-1260
FAX (408) 202-6207

City Clerk

STATE OF CALIFORNIA)
COUNTY OF SANTA CLARA)
CITY OF SAN JOSE)

I, Toni J. Taber, Acting City Clerk & Ex-Officio Clerk of the Council of and for the
City of San Jose, in said County of Santa Clara, and State of California, do hereby
certify that “Ordinance No, 29198", the original copy of which is attached hereto, was
passed for publication of title on the 15 day of January, 2013, was published in
accordance with the provisions of the Charter of the Gity of San Jose, and was given
final reading and adopted on the 29" day of January, 2013, by the following vote:

AYES: . CONSTANT, HERRERA, KHAMIS, LICCARDO, NGUYEN, OLIVERIO, ROGHA,
| . REED. | T | -
NOES: - CAMPOS, CHU, KALRA.
- ABSENT: NONE.

DISQUALIFIED:  NONE.
VACANT: "~ NONE.
Said ordinance is effective as of 1% day of March, 2013,

IN WITNESS WHEREOF, | have hereunto set my hand and affixed the corporate seal
of the City of San Jose, this 31% day of January, 2013. o

TONI 4. TABER, CMC
CITY CLERK & EX-OFFIGIO :
ACTING CLERK OF THE GITY COUNGIL

(SEAL)

Irmk
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‘ORDINANCE NO, 29198

AN ORDINANCE OF THE CITY OF SAN JOSE AMENDING
VARIOUS SECTIONS OF CHAPTERS 3.32 AND 3.36 OF
TITLE 3 OF THE SAN JOSE MUNICIPAL CODE TO
CLARIFY THE CITY CHARTER SUPERSEDES THE CITY OF
SAN JOSE POLICE AND FIRE RETIREMENT PLAN iN
EVENT OF CONFLICT, DISCONTINUE ~ THE
SUPPLEMENTAL RETIREE BENEFIT RESERVE, AND
CLARIFY ACTUARIAL SOUNDNESS IS DETERMINED
CONSISTENT WITH THE CALIFORNIA CONSTITUTION TO
BE EFFEGTIVE MARCH 1, 2013

WHEREAS, the City of San José ("City") wishes to further implement the provisions of
Articie XV-A of the City's Charter and dlatify that in the event of confilct befween the
provisions of Article XV-A of the City's Charter and the City Police and Fire Retiremem
Plan, the City's Charter controls; and

, WHERE-As; the City wishes to disconfinue use of the Supp!ementa! Refiree Benefit

Reserve; and

WHEREAS, the City wishes {0 clarify that the actuadal soundness of the City Police and
Fire Retirement Plan is determined in a manner consistent with Article XVI, Section 17
of the Califorma Constitution (the “1992 California Pension Protection Act’);

NOW, THEREFORE, BE iT CRDAINED BY TH_E COUNCIL CF THE CITY OF SAN
JOSE:

SEGTION 1. Section 3.32.110 'of Chapter 3.32 of Title 3 of the San José Municipal

Code is amended to read as foliows:

a33611_4.00C
Councll Agonda: 1-15-13
itom No.! 3.0
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3.32.010 Established - Name - Membership

A.

There is hereby continued, maintained and administered, as provided in this |
Chapter 3.32, a retirement plan for officers and embloyees receiving & monthly
compensation for service as members of the police or fire department of the city,
to be known as the "police and fire department retirement plan.” Ali officers and
employees shall be required to be members of said retirement plan.

Under the City Council's authority pursuant to Article XV, Section 1500 of the City -
Charter, the provisions of Article XV-A of the City Charter are hereby |
implemented into the San José Municipat Code. To the extent there Is any
conflict between Article XV-A of the City of San José's Charter and the provisions
of_the police and fire deparime nt retirement plan, Article XV-A will supersede any
conflicting provision in the police and fire department retirement plan, except as
provided in Section 3.32.300.A.2 and 3.32.320.8. |

SECTION 2. Section 3.32.300 of Chapter 32 of Title 3 afthe San José Municipal Code

is amended to read as follows:

3.32.300 Contributions

For the purpose of establishing and maintaining the retirement fund on a reserve

basis, the city council shall make provision in the budget each fiscal year,
beginning with the fiscal year December 1, 1946 to November 30, 1947, for the
payment by the director of finance monthly into said fund of an amount equat to
eight percent of the mon{hly payroll of all such members of the police department
and fire department as the city's contribution, and the director of finance shall

- deduct three percent of the monthly pay from the salary of each member of the

plan from and after the first day of October, 1946, as the contribution of the
individual members thereof. Within six months after the effective date of

2

933611_4.DCC
Council Agenda: 1-15-13
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Ordinance 3254, adopted October 21, 1946, and at least every five years
thereafter, the board of administration shall cause to be made an actuarial
inﬁestigation' into the mortality, service and compensation experiences of the
members and beneficiaries, and shall further cause an actuarial valuation of the
assets and liabilities of the retirement plan, and upon the basis of such

investigation and valuation shall

1. Adopt for the retirement plan such mortality, annuity, service and other

tables as may be deemed necessaty,

2. In order to make said fetiremeant plan actuarially sound in a manner
consistent with Articie XV1, Section 17 of the Californla Constitution (the
“1992 California Pension Protection Adt”), revise or change the rates of
contributions by members on the basis of such actuariat investigation and
such mortality, annuity, service and other tables, but at all times
maintaining the eight perclent and three percent ratio of contributions on
behalf of the city and the members of the plan as set forth in this section.

Every member of the police department or fire department shali be deemed to
consent and agree fo the deductions from salary or compensation as 'provided
héreln, and payments less such deductions shali-be a full and complete ‘
discharge and acquittance of all claims and demands whatsoever for all services
rendered by such employees during the petiod covered by such payment éxcept
the right to the benefits to which they shall be entitled under the provisions

hereof.

The said deductions from salary or compehsation shall continue until

membership ceases or until the member retires on a refirement ailowance.

933611_4.DOC
Councl Agenda: 1-15-13

ltem No.:
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SECTION 3. Section 3.32,320 of Chapter 32 of Title 3 of the San José Municipat Code
is amended to read as follows: '

2.32.320 Investment of Funds - Conditions and Limitations

The board shall invest and reinvest the moneys in the retirement fund in accordance

with the following standards:

A,

The assets of the retirement fund are trust funds and shail be held for the
exclusive purposes of providing benefits to members of the plan and their
beneficiaries and defraying reasonabie expenses of administering the plan.

The board shall discharge its duties with respect to the plan solely in the interest
of, and for the exclusive purposes of providing benefits to, members of the plan
and their beneficlaries, maintaining the actuarial soundness of the pian in a

 manner consistent with Article XV1, Section 17 of the California Constitution {the

4992 California Pension Protection Act”), and defraying reasonable expenses of
administering the plan. The board's duty to the members and their beneficiaries

shall take precedence over any other duty.

- The board shali discharge its duties with the care, skill, prudence and diligence

under the circumstances then prevaiiing that a prudent person acting in a fike
capacity and familiar with these matters would.use in the conduct of an

enterprise of ke character and with like aims.

The board shall diversify the investments of the pian so as to minimize the risk of
foss and to maximize the rate of return, uniess under the circumstances itis

cleary prudent not to do so.

933611_4.00C
Councli Agenda; 1-15-13

ltemt Mo.:
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SECTION 4. Section 3.36.010 of Chapter 36 of Titie 3 of the San José Municipa! Code

is amendad to read as follows:

3.36.010 Establishment - Name - Scope

A.  There is hereby established a retirement pian for all persons, hereinafter in this
chapter specified, who may became reembers thereof pursuant to the provisions
of this Chapter 3.36. This pian shail be known as the *1961 police and fire
department retirement plan,” and inciudes all provisions of this chapter.

B. The 1861 police and fire department retirement pian is established as a quaiified
govemmental defined benefil plan pursuant to Sections 401{a) and 414(d) of the
internal Revenue Code or such other provision of the internai Revenue Code as
applicable and appiicable treasury regulations and other guidance of the Internal
Revenue Service. The board shall be authorized to adopt rules and regutations

~ which are appropriate or necessary to maintain the qualified status of the pian,

C. Undetr the City Council's authority pursuant to Article XV, Section 1500 of the City
Charter, the provisions of Article XV-A of the City Charter are hereby '
impiémented into the San José Municipal Code. To the extent there is any
confiict between Article XV-A of the City of 8an José's Charter and the provisions
of the 1961 police and fire retirement plan, Articie XV-A will supersede any
conflicting provision in the 1861 police and fire retirement plan, except as
provided in Section 3.36.410, 3.36.540.8 and 3.36.1550 C and D.

SECTION 5, Section 3.36.410 of Chapter 3.36 of Title 3 of the San José Municipal
Code is amended to read as foilows: '

933611_4.00C
Council Agenda: 1-15-13
ftem No.: 3.8
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3.36.410 Mortality, Service and Other Tables - Revision of Rates of Contribution

Upon the basis of any or all of such investigations, evaluations and determinations, the
board shali adopt such mortality, service and other tables as may be necessary, and
shall fix and from time to tirhe change the rates of monthly contribution required of
members and of the city as may be necessary to make this system at all times
actuarially sound in a manner consistent with Article XV, Section 17 of the California
Constitution {the "1992 California Pensicn Protection Act”) and to provide the benefits
provided for in this retirement plan; provided that, as may be otherwise provided
elsewhere in this chapter, the proportionate share of contributions on behalf of the city
shall at all times be in the ratio of three 1o eight (3:8).

SECTION 6. Section 3.36.540 of_Chapter 3.36 of Title 3 of the San José Municipai
Code is amended to read as follows: ' '

3.36.540 Investment of Funds - Conditions and Limitations

The board shall invest and reinvest the moneys in the retirement fund in accordance

with the following standards:

A, The asseéts of the retirement plan are trust funds and shall be held for the
| exclusive purposes of providing benefits to members of the pian and their
beneficlaries and defrayihg reasonable expenses of administering the plan. The
assets of the refirement ptan must not revert, and no contributions shali be
permitted to be returned to the employefs‘ except as permitted by Revenue
Ruiing 91-4.

B. The board shall discharge its duties with respect to the pian solely in the interest
of, and for the exclusive purposes of providing benefits to, members of the plan

and their beneficiaries, maintaining the actuarial soundness of the plan in a

6
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manner consistent with Articie XV1, Section 17 of the Californta Constitution (the
*1992 California Pension Protection Act”, and defraying reasonable expenses of
administering the plan. The board's duty to the members and their beneficiaries
shal! take precedence OVer any other duty.

C. The board shall discharge its duties with the care, skifl, prudence and diligence
under the circumstances then prevaiiing that a prudent person actingin a like
capacity and familiar with these matters would use in the conduct of an

enterprise of like character and with like aims.

D. The board shall diversify the investmants of the plan so as to minimize the risk of
loss and to maximize the rate of return, uniess under the circumstances, it is
clearly prudent not to do so.

E. The retirement plan may participate under Seofion 401(a)(24) of the Internal
Revenue Code in a qualified group trust that meets the requirements of Section
401(a) of the internal Revenue Code in accordance with Revenue Ruling 81-100,

as amended by Revenue Ruling 2004-67.

SECTION 7. Section 3.36.580 of Chapter 3.36 of Title 3 of the San José Municipal .
Cade is hereby repealed. '

T 933811 _4.00C
Councll Agenda: 1-15-13
Item No.: 3.5

SJRJN000602



RD:EIM : ORD. ND. 29198

SECTION 8. The provisions of this Ordinance shall be effective on Mafch 1, 2013.

PASSED FOR PUBLICATION of tifle this 15™ day of January, 2013, by the following
vote: .

AVES:  CONSTANT, HERRERA, KHAMIS, LICCARDO,
NGUYEN, OLIVERIO, ROCHA; REED.
NOES: CAMPOS, CHU, KALRA.
ABSENT: NONE,
DISOUALIFIED:  NONE. - %t«é]c__fgﬂ-z— &
' CHUCK REED
Mavyor

ATTERT, g |

TONI J. TABER, CMC
Acting City Clerk

933611_4.00C
Counch Agenda: 1-15-13
liein No.: 3.5
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95 5, Market St., Ste. 535, SAN JOSE, CA 85113
Talephone (408) 287-4886 [ Fax (10B) 2872544

A
SUZANNE GUZZETTA
SAN JOSE CITY CLERK Sd#: 2434463
200 E. SANTA CLARA ST. i s
SAN JOSE, CA - 95113

PROOF OF PUBLICATION

(20155 C.C.R)

Stale of California )
Caurity of SANTA CLARA, Iss

Notlce Type: GORSJ -~ SAN JOSE ORBINANCE (1 PUB)

Ad Déscrlptiun:
ORDINANCE #28198

| am a cltizen of the Unitad States and a rezident of tha Stele of Callfernla; | am
cver the age of eightasn years, and nol a parly {o or Inlerestad n the ehove
anfitlod mater. | ant the princlpal clork of the printer and publisher of the SAN
JOSE POBT-RECORD, & newspaper published In the English languagoe in the
cily of SAN IOSE, county of SANTA CLARA, and adjudged a nawspaner of
general circulation os dofined by the laws of the Slaty of Callfernla by e
Superior Courl of tha Counly of SANTA CLARA, State of Caltfarnfa, under date
0210311922, Case No, 27844, That the notlce, of which the shnexed is &
printed copy, hae baan published In each regular and antlre issua of sald
newspaper and hotin any supptement thereof on the following dates, to-wit

01/18/2013

Exanuter on: B1/19/2013
At Los Angelas, Californta

} cartify (or dectara) under piinalty of parjury that the forepning IS true and
correcl

Slgnature ]

Il

* A
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AND CONSOLIDATED ACTIONS

[ Arthur A, Hartinger (SBIN: IZlSiI)
ahartinger@meyetsnave.com
‘Linda M, Ross (SBMN: 133874}

lross@meyetsiave,com T T
Tennifer L. Nock (SBN: 160663) :

inock@meyersnave.com - : : EMDORSED  Banta €

IN THE SUPERIOR COURT FOR THE
COUNTY OF SANTA CLARA
SAN JOSE POLICE OFFICERS Case No, [-12-CV-225026

ASSOCIATION, .
. [Consolidated with Case Nos. 1 1201225928,
. . Plaintiff, - . 120 V226570, 1130V226574, 11 3CV227864]
. Lo ) BRSPESED] STIPULATION AND

, ORDER RE IMPLEMENTATION OF
CITY OF SAN JOSE, BOARD OF MEASURE B IN CONNECTION WITH
ADMINISTRATION FOR POLICE AND TRIAL SET FOR JUNE 17, 2013
FIRE RETIREMENT PLAN OF CITY OF ‘
SAN JOSE, and DOES 1-10 inoluslve,

Defendants, Complaint Filed:  June 6, 2012
) Trial Date: June 17,2013

AND RELATED CROSS-COMPLAINT

WHEREAS, a court trial has been set for June 17,2013, 1a thcsé. eongolidated actions
soncerning vatious provisions of San Jose Charter Scetions 1500-A, et séq., known as “Measure
B .

WHEREAS, the partiaé desire lo focus on preparation for trial and judictal resolution of
the ¢lalms raade in plaintiffs’ complalnts;

WHEREAS, the parties desire to avoid unnecessary litigation during trial preparation, triat
and judicial consideration of this matter; | ' | :

—_ . . ' Case Mo, |12CV225926
{PROPOSED] STIPULATION RE [MPLEMENTATION OF MEASURE §

Michael C. Hughes (SBN: 215694) : 18 LAra
rohughes@meyersnave,com : - g3/ 9743 Jilben
MEVERS, NAVE, RIBACK, SILVER & WILSON - david Y. Vamesakil
555 12" Smeet, Suite 1500 Chiel Eveculive OFfic
Qakland, California 94607 Bur frapcesm Q12010
Telephone: (510) 808-2000 RE201 000320497
Pacsimile: (310)444-1108 _ B : $g?kgg

- e I %20, 50
Attorneys for Plaintiff fase! 1_12_,6\;_,,-1"_«:'8 24
City of San Jose L M

’ R Tong-iller
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above referenced sectians of Measure B, either through the enactment of ordinances o otherwise,

WHEREAS, the City expeots that the procf:és for {mplementing Measure B will occur aver
a period of several months;

T IS HEREBY STIPULATED by and among the parties in these censolidated gctians that
the implemcﬁtation by the .City of Sen Jose of the following seclions of Measure B, San Jose-
Charter Sections 1500-A, et sea., shall be subjet (o the following agrsement.

1. The effective date for implementation of Sectlon 1506-A (sdditlonal employee
sontributioo rates), section $507-A (one time voluntary elestion program) and section 1514-A
{savings) shall oceur no sooner than January 1, 2014,

| 2 The effeetive date for implementation of Section 1512-A () (minimum
contributions towards the cost of retiree healthenre) shall cceur no seoner than January I, 2014,
except that conitibutions towards retiree healthcare shal pe subject fo any existing or future union
agreements, or City resoiutions, suthorized prior to January },Zd 14, thet specify emplayge
coniributions towards retivee heaithcare,

3. The effective gate for implementatioo of Section 1510 A (emergency measures 10
contaln retivee cost of living adjustments) shall ocour ne sooner than Janvary 1, 2014, The parties
note that there are no current pians by the City to dectare a service-lovel or fisoal emergency.

4, . -The effective date for implementation of Section 1509-A (disability retirements)
shall oceur no soaner than January 1, 2014, '

5, . The effective date for 1mpicmcntatmn of Seation 1515-A {severability) shall oceur
no svoner than Jenuary 1, 2014,

6. This stipulation sets forth an agreement Goncerning effective dates of varicus

seotions of Measure B. Tt does not preclude the City from preparing for implementation of the

W
W
!
W
!

. 2 CosoNo, 1120Y225926
[PROPOSED] STiP ULATION RE IMPLEMEN'I‘ATIQN OFMEASURRE B
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3
4
3
6
1
8
9
10
1
12
13
14
15
6
17
18
19
20
23

22
4]

24

25

- 28

2

28

i .
DATED: March 13

DATERI: March% 2013 .

DATED: March ?_f,, 2013

DATED: March ___, 2013 -

7. Executlon of this stipulaiion does not waive an)" bargaining rights, If a‘ny, of any
tabot organization aver enabling ordinancas, nr any contentiaus by the City fu cannection with any

assertion of bargateing rights by any labot organization over enabling ordinances.

MEBYERS, NAVE, RIBACK, SILVER & WILSON

By: m [(,\/l/‘ L

Arthue A, Hartinger

_ Linda Ross .
Attorneys for Defendunt
City of Son Jose
CARROLL, BU & MCDONOUGHLLY
By 7 )
&?{3‘% McLenn Adam
-~ Jonathan Yank
' . Qonzadlo C, Martines
Armber L. West
Attoreeys for San Jose Police Officers’
Association

BEBSON, TAYER & BODINE, ARC

By

Feagua P, Patcrson
Yishtasp M. Soroushian
Attorneys for Plalntiffs in AFSCMR

WYLIE, MCBRIDE, PLATTEN & RENNER

oy (s A 4. (e

John ride

Christdphor E. Platien :
Attorneyg for Plaintiff, Sapien, Hanis and
Mukher .

Chse No. 112CV225526

Ty _
[PROPOSED| STIPULATION RE IMPLEMENTATION OF MEASURE B
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18
19
20
21
22
23
24
25
20
27
28

IDATED: March ___, 2013

DATED: Mamhg { » W13

DATED: March__ 2013

i!

DATED: March 2] , 2013

_ T Exocution of this stipulation doss not waive any bargalning rights, if any, of any
labor organization over enabling ordinances, or any contentions by the City In connection with any

assertion of bargaining rights by any labor organization over enabling ordinances,

. MEYERS, NAVE, RIBACK, SILVER & WILSON

By:
Arthur A, Hartinger
Linda Rosy
Attorneys for Defendany,
City of San Jose
CARROLL, BU & MCDONQUGH LLP
. By

BEESON, TAYER & BODINE, APC

By:

WYLIB, MCBRIDE, PLATTEN & RENNER

By;

Fes

&g:zalo C. Marticez

7y
onagt?n

MeLean Adam
an Yank

Amber L. West
Attorneys for San Jose Police Officors

Association

Teague P, Paterson
Vishtasp M. Soroushian
Attomeys for Plalntiffs in ARSCME

John McBride

Chrimiopher E, Platten

Attomeys for Plaintiff, Sapien, Hartls &od
Mukher

Case Ne, 112CV225924

e v -y 3 el ——— e m—
[PROPOSED] STIFULATION RE IMPLEMENTATION OF MEASURE B
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Deted: March c_;-__@.’ 2013

" ORDER

The forgeing Stipulation having boen received and good ceuse appeating,
IT IS 80 ORDERED, o

Peter H. Kirwan
JUDQE OF THE SUPERIOR COURY

Peter H. Kirwan

4 Case Mo, 112CV225926

[PROPOSED]| STIPULATION RE IMPLEMBENTATION OF MEASURE B

SJRJIN000609






