COUNCIL AGENDA: 10/26/10
ITEM: 3.3

SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: Debra Figone
AND CITY COUNCIL

SUBJECT: Suspension of SRBR Payments DATE: October 22, 2010

COUNCIL DISTRICT: City-Wide
SNI AREA: N/A
RECOMMENDATION

It is recommended that the City Council direct the City Attorney to draft an ordinance amending
the Municipal Code to provide that no distribution will be made from the retirement plans’
Supplemental Retiree Benefit Reserves (SRBR) during Fiscal Year 2010-2011.

OUTCOME
Approval of the recommendation will temporarily suspend Supplemental Retiree Benefit

Reserve payments from the City’s Police & Fire Department Retirement Plan and the Federated
City Employees’ Retirement System.

EXECUTIVE SUMMARY

On October 20, 2010, the Rules and Open Government Committee approved to agendize for the
October 26, 2010, City Council meeting, discussion and action to amend the Municipal Code to
temporarily suspend bonus payments from the retirement plans’ Supplemental Retiree Benefit
Reserves (SRBR).

The Police and Fire Department Retirement Plan and the Federated City Employees’ Retirement
System each have a Supplemental Retiree Benefit Reserve (SRBR) that provides a supplemental
“13™ check” benefit under certain conditions as specified in the Municipal Code. The 13" pay is
in addition to the monthly pension payments, disability and survivor benefits, annual 3% fixed
cost of living adjustment (COLA) and retiree healthcare benefits eligible retirees receive. Based
on the SRBR distribution provisions currently specified in the Code, it is anticipated that there
will be a distribution of payments to retirees from both SRBRs later this year or early in 2011.

As of June 30, 2009, the plans’ unfunded liabilities for pension benefits totaled $1.1 billion. In
addition, the plans had a $1.4 billion unfunded liability for other post employment benefits
(OPEB). OPEB benefits include retiree healthcare benefits. Regardless of the unfunded liability
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in each plan, the SRBR can still result in the distribution of SRBR payments (13" check) to
retirees.

In recognition of the significant cost implications of pension and retiree healthcare and the
importance of retirement reform to the long-term sustainability and availability of retirement
benefits for City employees, the City has reconvened the General Fund Structural Deficit
Elimination Plan (GFSDEP) Stakeholder Group. This group is charged with providing input to
the City Council regarding major considerations and concerns with the existing retirement
systems and priority elements for reform. In addition, the City will be commencing negotiations
with the majority of the bargaining groups in 2011 to discuss the issue of retirement reform.

Due to the plans’ significant unfunded liabilities, it is recommended that the SRBR distributions
be suspended while retirement reform discussions continue.

BACKGROUND

On October 20, 2010, the Rules and Open Government Committee approved to agendize for the
October 26, 2010, City Council meeting, discussion and action to amend the Municipal Code to
temporarily suspend bonus payments from the retirement plans’ Supplemental Retiree Benefit
Reserves (SRBR). This memorandum is intended to provide additional background information
on the program.

Federated City Employees’ Retirement System

In 1986, the City Council established the Supplemental Retiree Benefit Reserve (SRBR) in the
Federated City Employees’ Retirement System to allocate investment income earned by
retirement fund assets that exceeds expected returns to an account that would fund new, or
supplemental, benefits for retirees. The SRBR was patterned on State legislation that had been
adopted in 1983 to permit certain counties to do the same.

The Municipal Code sets forth a methodology for allocating funding to the SRBR but does not
set forth a methodology for distributing the money in the SRBR to the Federated retirees’.
(Attachment A) In 2003, the City Council adopted a Resolution establishing the current
distribution methodology.? (Attachment B)

Police and Fire Department Retirement Plan

In 2001, the City Council adopted an ordinance establishing an SRBR program within the Police
and Fire Department Retirement Plan.® (Attachment C)

In 2002, the Council adopted a Resolution approving the methodology for distribution of moneys
from the Police and Fire SRBR to all retired members and survivors.* (Attachment D)

! San Jose Municipal Code Section 3.28.340B
? Resolution No. 71870

® San Jose Municipal Code Section 3.36.580
* Resolution No. 70822
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Distribution Methodology

The distribution methodology for each plan is memorialized in Resolutions 71870 and 70822.
Under the Federated distribution methodology, all retired members and survivors receive a
disbursement when the plans’ investment returns exceed expected returns. Under the Police and
Fire distribution methodology, all retired members and survivors receive a disbursement, so long
as the SRBR principal balance would not be reduced by the distribution. For both plans, the
criteria for determining the payment amount is based on a “point” system. Retirees receive
points based on years of service, number of years retired and final average salary. Under this
methodology, the largest payments are made to retirees that have been retired the longest and
have rendered the longest service to the City.

Retirement Benefits

The City’s two retirement systems provide defined retirement benefits to eligible employees.
Both retirement plans use investment income and employer and employee contributions to
provide eligible retirees with pensions based on years of service and highest average annual
salary. The plans also provide a 3% guaranteed annual cost of living adjustment for all retirees,
retiree healthcare benefits, survivor benefits, and permanent disability benefits to eligible
members and beneficiaries.

3% COLA

The COLA benefit was changed to a guaranteed 3% COLA in 2002 in the Police and Fire
Department Retirement Plan and in 2006 for the Federated City Employees’ Retirement System.
The 3% COLA is guaranteed to all retirees in the plans every year, regardless of the actual
change in the consumer price index. Therefore, when inflation is less than 3% the retirees will
continue to receive an annual 3% increase in their pension. The 3% COLA is in addition to the
SRBR (13" check)

Liabilities and Funding Status
The difference between the pension liability and the value of plan assets is called the unfunded
liability. The unfunded liability is calculated two ways: (1) based on the market value of assets,

and (2) based on the actuarial value of assets.

The current unfunded liability under both calculations is detailed below.

Pension Unfunded Liability

Federated Police and Fire Total

Market Value $1.1 billion $1.0 billion $2.1 billion

Actuarial VValue | $0.7 billion $0.4 billion $1.1 billion
Retiree Healthcare (OPEB) Unfunded Liability

Federated Police and Fire Total

Market Value $0.7 billion $0.7 billion $1.4 billion

Actuarial Value | $0.7 billion $0.7 billion $1.4 billion
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The San Jose Municipal Code provides that the City is responsible for 100% of the unfunded
liability for the pension benefit.

As a result of this significant unfunded liability, funding ratios for both plans have fallen
significantly.

Pension Plans Federated Police and Fire
Market Value of Assets 55% 66%
Actuarial VValue of Assets 71% 87%

Re(tggeEll—Bl;: ?J;[;]r(:sal’e Federated Police and Fire
Market Value of Assets 11% 6%
Actuarial Value of Assets 11% 7%

Retirement Reform

In recognition of the significant cost implications of pension and retiree healthcare and the
importance of retirement reform to the long-term sustainability and availability of retirement
benefits for City employees, the City has reconvened the General Fund Structural Deficit
Elimination Plan (GFSDEP) Stakeholder Group. This group is charged with providing input to
the City Council regarding major considerations and concerns with the existing retirement
systems and priority elements for reform. The Stakeholder Group is expected to provide a
summary to the City Council in November 2010.

ANALYSIS

The SRBR in each retirement plan was established based on the concept that when the two
retirement plans have “excess” earnings a portion of these “excess” earnings are used to provide
a fund for additional benefits to retirees. The Police and Fire Department Retirement Plan
assumes an 8% rate of return and the Federated City Employees’ Retirement System assumes a
7.75% return. When the plans actual investment returns exceed the expected returns, a portion of
these “excess earnings” is transferred into the SRBR.

However, the Board’s actuaries have numerous assumptions including economic and non-
economic factors such as salary growth, expected retirements, and mortality rates. When the
Plans do not meet these assumptions, it results in an unfunded liability. As previously indicated,
the City, and ultimately taxpayers are responsible for 100% of any unfunded pension liability.
This is also the case when the investment returns do not meet the assumed rate of return adopted
by the boards. The City has been experiencing significant increases in retirement contributions.
This is due to investment losses in prior years, granting of retroactive benefit enhancements and
the assumptions used by the plans’ actuaries to calculate liabilities and contributions rates not
holding true. According to the City Manager’s Office’s Five-Year Economic Forecast and
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Revenue Projections for the General Fund and Capital Improvement Program future rates are
expected to rise to around 75% of payroll for Police and Fire and more than 45 percent for
Federated, causing the projected annual retirement contribution paid out of the City’s General
Fund to be more than $270 million in Fiscal Year 2014-15.

The Plans’ had investment returns for Fiscal Year 2009-2010 that exceeded the assumed rate of
return for each plan. As aresult, it is anticipated that SRBR distributions will be made to retirees
even though the Plans have a significant unfunded liability. The following chart provides the
balance in the SRBR as of June 30, 2009.

Retirement Plan SRBR Balance
Federated $19.78 Million
Police & Fire $32.3 Million

It is estimated that roughly $1.6 million could be available for distribution to retirees in the
Federated plan and at least $700,000 could be available for distribution in the Police and Fire
Plan. The Department of Retirement Services has indicated that this preliminary information
will be provided to the Retirement Boards in November 2010, and that a declaration of excess
earnings could be approved by the Retirement Boards as soon as audited financial statements are
received. Under the Municipal Code and the current SRBR distribution resolutions, distributions
automatically occur after the Boards’ declaration of “excess” earnings.

The SRBR “13" check” is above and beyond the monthly pension benefit retirees receive.
Retirees receive a monthly pension check and a 3% guaranteed cost of living increase each year.
In addition, eligible retirees receive lifetime retiree healthcare benefits.

The following chart provides the average annual pension received by retirees for each plan.’

Federated City Employees’ Retirement System

Average Annual Pension Average Age Average

Time Retired Total at Years of

ERES Cloibs Pension* Retirement Service
Last 5 Years $41,302.28 $3,548.51 $44,850.79 58.50 21.09
Last 10 Years | $39,161.78 $5,212.33 $44,374.10 58.44 21.13
Last 15 Years | $36,659.50 $6,118.16 $42,777.66 58.37 20.78
ALL $31,556.75 $8,505.83 $40,062.58 58.33 20.35

® Federated: Data includes approved retirements as of June 10, 2010. Excludes Deferred Vested and Disability
Retirements that do not meet the Service Retirement Eligibility Requirements (55 yrs old with 5 years of service or
30 years of service at any age)

Police and Fire: Data includes approved retirement as of June 3, 2010. Excludes Deferred Vested and Disability
Retirements that do not meet the Service Retirement Eligibility Requirements (50 yrs old with 25 years of service,
55 yrs old with 20 years of service or 30 years of service at any age)

* Does not include the value of Retiree Healthcare benefits.
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Police and Fire Department Retirement Plan
Average Annual Pension Average Age Average
Time Retired Base COLA Total at Years of
Pension* Retirement Service
Last 5 Years $96,884.63 $7,039.94 $103,924.57 55.01 27.97
Last 10 Years | $89,508.69 $12,187.86 $101,696.55 54.95 28.29
Last 15 Years | $80,283.78 $14,995.54 $95,279.33 54.76 28.31
ALL $70,101.60 $18,127.47 $88,229.06 54.67 28.42

Due to the rising increases in retirement costs, the City is currently engaged in retirement reform
efforts. It is recommended that the City Council suspend distribution of payments from the
SRBR until further discussions regarding retirement reform continue and the City Council takes
action on retirement reform. As part of the discussions, the issue of the SRBR program can be
discussed. Currently the General Fund Structural Deficit Elimination Plan (GFSDEP)
Stakeholder Group is having discussions on the City’s Retirement Plans and will be providing
considerations and input to the City Council in November 2010. Negotiations with the majority
of the bargaining groups will commence in early 2011 and the issue of retirement reform will be
discussed.

EVALUATION AND FOLLOW-UP

Approval of the City Administration recommendation to suspend distribution of payments from
the SRBR would require an ordinance to amend the San Jose Municipal Code. Ordinances
amending the San Jose Municipal Code would be prepared by the City Attorney’s Office, in
coordination with the City Manager’s Office. Such ordinances would be placed on a future City
Council agenda for approval and adoption.

PUBLIC OUTREACH/INTEREST

D Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.
(Required: Website Posting)

D Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

D Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This report will be posted on the internet and a copy will be sent to the bargaining unit
representatives and the retiree associations as soon as the memo has been distributed.
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COORDINATION

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

CEQA

Not a project.

Debra Figone
City Manager

For questions please contact Alex Gurza, Director of Employee Relations, at 535-8155.

Attachment A: San Jose Municipal Code Section 3.28.340B
Attachment B: Resolution No. 71870

Attachment C: San Jose Municipal Code Section 3.36.580
Attachment D: Resolution No. 70822










Federated City Employees’ Retirement System

than or equal to zero, the board by written resolution shall declare that there are no
excess earnings and shall adjust the general reserve to reflect any negative balance in
the income account so that the balance in the income account is zero as of the
beginning of each fiscal year.

E. Distributions from the supplemental retiree benefit reserve.

1. The supplemental retiree benefit reserve shall be used only for the benefit of retired
members, survivors of members, and survivors of retired members.

2. Upon the request of the city council or on its own motion, the board may make
recommendations to the city council regarding the distribution, if any, of the
supplemental retiree benefit reserve to retired members, survivors of members, and
survivors of retired members. The city council, after consideration of the
recommendation of the board, shall determine the distribution, if any, of the
supplemental retiree benefit reserve to said persons.

(Prior code § 2904.1103; Ords. 20596, 22263, 22486, 23087, 25092, 27436.)

Page 3 of 3
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Res. No. 71870

- ARESOL UTE@N OF THE QUR
I0SE APPROVING THE , @DQLDGV FQ?% THE
DISTRIBUTION OF MOMNEYS IN THE SUPPLEMENTAL
RETIREE BENEFIT RESERVE OF THE FEDERATED CITY
EMPLOYEES RE TIREMENT FUND

WHEPEAS pursuant 1w Saction 13 28. 340 L‘f of tha San José Municipal Code, the
Board of Admintstration for the F&d@rai@d Cit mployses Ratir“mant System (lhea
"Bomd ) has established tha ‘Eupplmnen al Rellres Benefit Rasawa (the “SRBFQ“) in thef;;

chdc ated Cily Emy »lovem Retiroment F‘unﬂ nd

WHEREAS, Saction 3 28, 3400 1., provides that distributions from the SRBR
shall be made only for the banefit of retirad members, survivors of members, and
survivors of retired membears of ihe lmd@rated @Ny {*mp'oyeeb R@monwm System (tha
“System" ) and ,

WHEREAS, Section 3.28.340 D"S fu provides ihat the Board :shéﬂ make
dhtruuiiam in accordance with a m@lh(}dolagyﬂEmmmendecj by the Board and
appraved by the City Councit: and |

WHEREAS, the Board nas qeveloped a mothodology for ¢ d]LUIdUﬂQ the amount
_ of distributions from the SRBR and has recommendedi City Council approval of said
: methodology;

!

% C ?\U’tﬁs’ TH 3“‘ EFOQRE, BE IT RESOLVED BY THE COUNCIL OF THE GITY OF

- f . o I\H ﬁﬁsa : .
g .

i

§

’ SEGT&DN 1. The City Council hereby appmves the methodology for the distribution
‘ . of roneys from the Supplemental Retiree Benefits Reserve of the Fedsrated City

i Employees Retirement Fund recommended by the Board and dascribed in thné

3 - Resolution.

SECTION 2, This approval shall rerﬁa?n in effect until such time as the Board
~ recommends a subsequent methodology and the Council adopts a resolution approving

the subsequent methodology.
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SECTION 4.

thae SRBR,

f Res. No. 71870
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7 SECTION 3. Total Annual Distribution. |

A. The Total Annuat Distribution for calendar year 2003 shail ba One Million Dollars

5 ($1,000,000), a L o

. The Totat Annual Distiibution for aach cé!endar year haginning calendar yaar

. 2004 shall ho the surm of (a) the amount, if any, in excess of the Minimum

g Balance, and (b) the annual interest eae’n@d in the SRBR as of Juns 30 in the
year of distribution. - For any year in which the actual balance in the SRBR as of
Juno 30 in tha year of distribution Is loss than or equal to the Minimum B;};léric&;i

f the total distribution tar that year shall bé lmited to the annual interest earned in

Lligible: Diswibution Points.
A For the purposed of caleulating the distribution to be made to sach eligible
reciplont, distribution points shall be asslgned for Years of Service and for Yos:s

Redired as follows:

b.
' c.
[
|
t
i d.
E.
.
i
E
L e,

232968

1. Ysars Of Service (YOS3) Polnis:
P - . ) . .
' a. For each Retiree, there shall be assigned one (1) point for each

year of the Retirea's Federated City service.

For each Surviving Spouse of a Retires, there shall be assigned

one (1) point for each year of the Retiree's Federated City servine,

For each Surviving Spouse of an Active Member, there shall be
assigned one (1) point for each year of the Active Member’é
Federated City service.

FFor each Surviving Children'’s Unit, there shall be assigned one (1)
point for @ach year of the deceased person's Federated City
service, ’

For each Optional Setllement Beneficlary, thera shall be assigned

one (1) point for each year of the deceased person’s Faderated
City service. '
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Res. No, 71870

s Retired (YR) Pol

11/18/03
2. Years
a,
by
C.
d.

.

For sach Retiree, i}n 9 snail ba assignad the number of points
equivalent to the number of years from the affective date of the
Refiren's retirement to 1% Juna 30 in the year for which the Total
Annual Distribution is cale uat@d multiplied by the percent of Final
Avernge Salary the Retiroe recelves as o retirement benefit under
the Systen's henefit formula.
Faoi cach Surviving Spouse of 5 Retiree, thera shall be assigned the
aumber of points equivalent to the sum of:

i The numbar o ‘i\margffom he effactive date of the Ratiree's

retirement to the data of the Retiree's death multiplied by the

parcant of Final !\vwm 10 Salary the Retiree received as a
retiromant benefit under the Systemy's banefit formula, and
i The number of years from the date of the Ratiree's death 1o
the June 30 in the year for which the Total Annual
Distribution is calc:piated multipiied by the percant of Final
Average Salary the Reliree received as a retirement benefit
under the System's benefit formula.
| nch Surviving Spouse of an Active Member, there shall be
assigned the number of points equivalent to the number of years
from e date of the Active Membar's deatn to the June 30 in the
year far which the Total Annual Distdbution is calculated multiplied
by the percent of Final Average Salary earnad by the Active
Member as of the date of death. For the purposas of this
paragraph, the percent of Final Average Salary shall not be less
than forty percent (40%).
For each Surviving Children's Unit;
i In the case where tlhe deceased parent was a Retiree, there
snall be assigned the number of points equivalent to the sur
of: -

b
’
[
b
sf
i
!

A s s o v
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{1t The number of years from the effective date of the
Retirea's retirerment to the dale of the Retirea’s death
? muctiplied by the ‘\ arcant of Finat Avarage Salary the
;i Ratires rocelved as a reliramant benefil undar the
5; System's benefit formula, and z
c {(2)  The umber of years from the date of the Relirce's
; death to the Jure 30 in the year for which the Total
' Annual Distribution is caleulated multiplied by the o
; 3 parcent of F’thal Avearage Salary the Retires recalvos
as a retirement benefit undar the System’s benefit 1
' formuda, ' o
! i In the case where the deceased parent was an Active |
fi;: Mambar, there shall be assignaed the number of points
. aquivalent to the number of years from the date of the Activo
j Member's death to the June 30 in the year for which the .
Total Annual Distiibution is calculated multiplied by the
i percent of Final Average Salary eamed by the Active
Member as of the date of death, For the purposes of this
‘ paragraph, the nercent of Final Average Salary shall not be - 3‘;
less than forty percent (40%).
| e. For each Optional Settlement Beneficiarv, there shall be assigned
the number of points equivalent to the suni of:
| i The number of years from the effective date of the Retiree's ‘
- » retirement to the date of the Retiree’s death multiplied by the
percent of Final Average Salary the Retiree received as a f
retiremnent benefit under the System’s benefit formula, and -
ii. The number of years from the date of the Retiree’s death to 4.
the June 30 in the year for which the Total Annual |
% Distribution is calculated muliiphed by the percent of Final -
g
;
.
i ~4- *
fg .
ik 232938
v i
i .
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Average oéﬂ’lfy tha Retiree I‘F‘CGIVBd as a retirement benafit.
under the System's baneflt formula,
©B.  Eligible Distribution Points ahau be cﬁalcutat@d for each aligible recipient as
O oliows: I i
1. For each Retiree, the Eligible Distribution Points are the sum of the YOS
points ard the YR paoints. B ' .
2. For aach Suiviving Spousa of a Retiree, the Eligible Distribution Points -
are; _ o : = . L |
a, Tha sum of théYDS p@lnléénd the YFQ points, multlpivied by
b. The parcont of the ml%mo bausfit that i is balng received hy tha
Surviving Spouse as a monthly benefit.
3. For each Surviving Spuuse of an Active Member, the Eligible Distribution f if
Points are the sum of the YOS points and the YR points. »
4, For the Surviving Children's Unit, the Eligible Distri m‘tion Points aro: ,
. The suniof the YOS points and the YR points, mulhp!ied by T ,,
b, The percent of tho Retires's or Active Mermber's banefit that would . B
be recelved by the surviving spouse if there were a suwlvihg
spouse, and further muttiplied by
C. Twenty-five pereent (25%) if there is only one child in the Surviving
- Children’s Unit or fifty percent (50%) if there are two children in the :
:i ‘ Surviving Children's Umt or seventy-five percent (75%) if there are f v,
[tz three or more children in the Surviving Children’s Unit, » :
l | 5. For the Optional Seiﬂemeht Beneﬁciary. the Eligible Distribution Paints i
o are: o o *
.a. The sum of the YOS points and the YR points, multiplied by '
b. The percent of the Retiree’s benefit that is being received by the

Optional Settlement Beneficiary as monthly benefit.
C. For the purposes of the calculation of Eligible Distribution Pomts the number of
years in each calculation shall be the aclual number of years rounded to the
nearest five decimal places, .

i 232968
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‘”'{TSE{(Z‘T'!(}N 5. Distnbution Polnt Value.

The Distribution Point Value sh all ba datarmined by (h\ndmg the Total Anpuat -

f Distribution (as detamnnod pnrcuani to ‘%EL&TIQN 2 anva) by the tolai number of

Eligible Distribution Polnts for all @hg:bl@ mcipl@ma

SECTION 8. Allgeation of Total Annuut Dlstﬁbuuon

CA, The distribution to ba made to each aligible Reliroe, Surviving Spouse of a

Retires, Surviving Spouse of an ACU\"G Member, and Optlonal Setllement

Beneficiary shall be the e*lfgu)lo wupmnh Eligible Distribution Polnts m‘ui'tiplié'cil N

by the Distribution Polnt Value. :
Tha distribution te be made to télt“:h aligihle auwwinq child shall be the buswvlng
Childran’'s Unit's Eligibla Distrbution Polnts mult iptiod by the Distribution Pomi

Value and dividad by the number of children in the Unit.

SECTION 7. For the purposes of this Resoluticn, the following definitions shall
apply:

A, "Ratirae” means a person who hfas retired from the Fi‘ad l’dt{,d City Emplovoov a

Ratirement System under the provisions of the System. “Retiree” does not
inchude any person who has separated from Gity service but is not receiving a |
henefit from the Plan.

B. “Surviving Spouse of a Retiree” means the person who meets the eligibility

requirements for a surviving spouse beneﬁt under Part 12 of Cthtex 3.28 of the

San José Municipal Code. “Suviving Spouse of a Retireg” does not include any]

person who is receiving a payment from the Retirament Fund solaly bc;oaus, ofa
domestic relations ordar dividing the community interest in the retirement '
banefils, '

o

"Surviving Spouse of an Active Membar” means the person who meets the
eligibility requirements for a surviving spouse benefit under Part 11 of Chapter
3.28 of the San José Municipal Code. “Surviving Spouse of an Active Member”

does not include any person who would receive a payment from the Retiremant

]
[#%]
N
[i¢]
h
23]

S S

S
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1171840 :

Fund upon the retirement oz ihu l’\u{v&a Mombaor \,otaly hecause of a domestlc
relations arder divicing the u)mmumty interest in the retirement benefits.
“Surviving ¢ Children’s Unit® means all allgmle surviving children who are racelving
strviving a,hﬂdran s bs ncama under 1ha app!scabm prcwislcms of the l‘edexdted City
Employees Retiremant Svsimn '

“Optienal Settlemant Benoficiary” maans a parson wha Is recaiving a monthly
paymaent from the Systom tgc»cauae of an election mada pumunnt to Part 13 of -
Chaptar 3.28 of tha San Jmm Municipal Code.

"Minimuim Balance” maans ‘iho dollar amount doturminud by multiplying Eiavsn
Thouwsand Dollars (§7, POQ) by tha total number of aiigible rociplents in axistance
on Jdune 39 in the year for which the Total Annual Distribution is calculatr‘d.

FTON 8. In the avent a porson is a Raetires, a Surviving' Spouse of a Retires, a

Surviving Spousae of an Active Mamber, a member of a ‘wuwwmq Children's Unit, or an

Optional Settlernant Beneficiary on Jeme 30 In the year for which the Total Annual

Distribation Is calewlated, but dies befare the distribution for that year is made:
A.

2}

[y

P\)

3838

The amount that would have been paid to the Retires shall be paid;

1. To the deceased's person's aligible ‘:u(vxvoﬂa) or
2. if there is no eligible survivor, to the deceased persen's named

beneficiary, or

[@%]

If there is no sligible suwlvo: and no living named ben eficiary, to the
deceased person's tale. : ’
The amount that would have been paid to a Surviving Spouse of a Retuee’ ora -

Surviving Spouse of an Active Mamber shaff be paid:

1. To the Surviving Children’s Unit, or
2. If there is no Sumwng Children’s Unit, to the estate of the Surviving ,
Spouse. : '

The amount that would have been paid to a member of the Surviving (“hudren s
Unit shall be paid to the remaining members of the Surviving Children’s Unit in

equal shares. If there is no member of the Survivor Unit surviving, the amount

o




U URIDSDisdv o : Res. No. 71870
11/18/02 | . A o

that would have been pald shéil cavert ii) iﬁc: SRBR balance to ba carled aver 1o
- the next distribution year. ; , . ' o -
D - The amount that would have been paid to an ’Qpiiénal Satllemant Beneficiary
o shall ba paid to the throna! bgtt?ament Eeﬁaimary 5 eslata.

. SECTION 9. All calculations made pursuant lo this Raesolution shall be madae as of

,Juna 30 m the yaar for whlch the Fotal Annual Dis!ﬁhuhon Is caloulated.  1n the evaent
,an adjustment is made in the Yaars of Savice, Yfmib \enmd or percent of Fina
‘Avemqo Solary for any oligible reciptent and such adjustment 1'5 made after Juna 3(} In
the year far which the Total Annual Dlsinbuhm i*‘; rmmlawd theare shall bo no
ddjuotmen% to any calculation mada pursuant to thls Resolution,

. ADOPTED this 'i 6" day ot December, 2003, by the following vote:

AYES: CAMPOS, (‘HA\IEZ, CHIR(‘O, CORTESE, DANDO, |

GREGORY, ‘,W%..C)TTE CWILLIAMS, YEAGER;
GOMNZALES

NQES: NONE

ABSENT: NONE

DISQUALIFIED:  NONE

RON GONZALESY
Mayor .

ATTEST:

k)l/;)v}!( ! £ (‘ c‘d(ﬂ., & 4 6‘ %/LL 6’{/2,{[
PATRICIA L. O" HEARN, City Cletk
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A RESOLUTION OF THE COUNGCIL OF THE CITY OF SAN
JOSE APPROVING THE HODOLGY FOR THE
THE SUPPLEMENTAL
OF THE POLICE AND FIRE

D .

WHEREAS, pursuant to Section 3,36.680 A of the San José Municipal Code, the
Board of Administration for the Police and Fire De
“Board") has established the Supp!@meﬁ‘
Pollce and Fire Department Retirernent !

WHEREAS, Section 3.36.580 D provi
be made only to retifed members, suin s of me mbers and survivors of retired
members of the Pollce and Fire Depaﬁm_ént' rement Plan'u(the “Plan"); and

WHEREAS, Section 3.36.580 D further provides that the Board shall make
distributions in accordance with a methodology developed by the Board and approved
by the City Council; and '

WHEREAS, the Board has developed methodology for calculating the amount
of distributions from the SRBR and has recom ' nded City Council approval of said
methodology: o

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF
SAN JOSE: |

SECTION 1.  The City Council hereby approves the methodology for the distribution
of moneys from the Supplemental Retire.e. Beﬁéﬁts Reserve of the Police and Fire
Department Retirement Fund recommel{aéd by.the Board and described in this
Resolution. ' G

SECTION2.  This approval shall remain i

recommends a subsequent methodologi}cén Council adopts & resclution approving
the subsequent methodology,

s
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SECTION 3. Base Distribution. » '
A, Eighty percent (80%) of the annuél amount avallable for distribution from the
SRBR shall be distributed as the ‘Base [ lstnbutlon“. The amount of tha Base
Distribution to be paid to each Retired Member or Survivor Unit shall be
determined by muiltiplying the total Base. Dbistrlbution by the appncable
Distribution Fraction. S
_ L_}tion Fractlon, points shall be assigned |
for Years of Service and for YearsuRe red as follows:
1. Years Of Service (YOS) Points: -
a. For each Retirad Membef here shall be assigned one (1) point for
each year of the Retlred Me“rnber s Police and Fire Plan service for
cach of the first twenty (20).years plus two (2) polnts fer sach year
In excess of twenty (20) years,
For each Survivor Unit, th{“ 'é shall be assigned aone (1) point for

each year of the de(‘eased person s Police and Fire Plan service

year in excess of twenty (20) years. Inthe case where the
deceased person died beforé separating from City service, the
Survivor Unit shall be credited with the greater of (i) the actual
number of years of the d sed person’s Police and Fire Plan
service or (ii) thirty years.
Years Retired (YR) Points: ' Thé shall be assigned two (2) points for
each year retired where: = |

a.  Foreach Retired Member, Years Retired means the number of
years from the effective date of the Retired Member's retirement to

the June 30 immediately : eceding the date the Base D! :stribution
is made. '

For each Survivor Unit, Years Retired means the number of years
from the Survivor Unit's eff ”hve date to the June 30 immediately

preceding the date the Base Distnbutuon is made where "effective
date” means;

165702
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i. The effective date the deceased person‘s retirement

c. Notwithstanding paragraph b above, in the case where a surviving
spouse's benefits ceased.’because of remarriage but were

Survivor Unit,

Tha Distribution Fraction shall be deter‘mined as follows:

Yuounrs Qf Service F’olr(v:k + Years Relired Polnts
Total F’olnts;fm Base Distribution -

The amount payable to each member;of{the Survivor Unit shall be the total Base
Distribution payable to the Survivor Unit.d
Survivor Unit In the same proportion ¢

_

vided among the persons in the
he survlvorship beneﬂts are paid,
» SRBR, the number of years in each

'years rounded to the nearest year.

For the purposes of distributions rom_

calculation shall be the actual numbe

SECTION 4, Banus Payment.

A, Twenty percent (20%) of the annual a unt available for dlstrlbutlon from the
SRBR shall be distributed as the “Bonus Payment",
made only to |

Bonus Payments shall be
[\etired Members and S fvivor Units who meet the following
eligibility reo' “rements: '

1. The Years Matired is at least ter{"(10) years; and

2, The Retired Member or Survnvon Umt Is receiving a monthly benefit from -

the Plan that is less than two- th!rds of the average monthly retirement

benefit paid during the twelve mohths ending on the June 30 immediately
preceding the date the Base sttnbunon is made

165702
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B. The amourt of the Bonus Payment to b‘é‘paid to each eligible Retired Member or

eligible Survivor Unit shall be deturminéa“by multiplying the total Bonus Payment
by the applicable Distribution Fraction,

Resolution, : g :
D. The Distribution Fraction shall be determined as follows:

Yours Ot Qap/,igﬁfém *Years jialired Points
- Total Polnts for Bonus Faymant

F. The amount payable to each mamber ofthe Survivor Unit shall ba the total
Bonus Paymant payabla to the Survivor Unit divided among the persons In the
Survivor Unit In the same proporiion a survivarship benefits arg paid,

! SECTION 5. Forthe purposes of this Re
apply:

A, ‘Ratired Momber maans a person who

Department Retirement Plan under the

visions of the Plan, "Retired

Member” does not include any person who
is not receiving a benefit from the Plan :

B. “Survivor Unit" means all eligible survivo

has separated from City service but

surviving children) who are receiving a | Irvivor's benefit under the provisinns of

the Police and Fire Depariment Retirem‘e_ﬁt Plan,

"Eligible survivor’ does not
include any person who Is receiving a p?yment from the Retirement Fund solely
becausc of a domestic relations order

retirement benefits.

d_l__\/,‘l_‘ding‘the community interest in the

b, “Total Points for Bonus Payment Years"

Distribution Fractions for the Retired Mem
eligible to receive a Bonus Payment, -

165702
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SECTION 6.  Inthe 2vent a personis a Retire
Survivor Unit on the June BO'immediately precedihg the date the Base Distribution is
made, but dies before the distribution for?hat year is made:

" The amouri that would have been paid the Retired Member shall be pald to
the deceased's Survivar Unit or, if there Is.no eligible survivor, to the deceased
person’s named beneficiary. If thera is no aligible survivor and no living named
beneficiary, the amount that would have baen pald shatt bacome ava] ilable for
distribution to the remaining eligible Re ment Members and Survivor Units,
The amount that would have been paid to'a member of the Survivor Unit shall be
pald to the remaining members of the SuNivar Unit tn the same proportion as the
survivorship benefils are paid. If there s ho member of the Survivor Unit
surviving, the amount that would have tq ' paid shall become available for
distribution to the ramaining aligible Ref ment Members and SQrvivor Units,

- ADOPTED this 29th_ day of _January » 2002, by the following vote:

AYES: (\mmc, cmvm, (‘ORTESE, DANDO, LeZOTTE,
' REED, SHIRAKAWA, WILLIAMS, XEAGER GONZALES

NOES: NONT:

ABSENT: NONE

DISQUALIFIED: bprquism

RON GONZALéS —

Mayor

ATTEST: \

) ~
. 7 N . \ry\ o~
Aﬁwmf 84
PATRICIAL. O HEARN

City Clerk
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