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IFPTE, Local 21
4 N. Second Street, Suite 430
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Dale Dapp
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RE: Draft Proposed Ballot Measure

Dear Nancy, John, Dale and Cay Denise:

Office if the City Manager
EMPLOYEE RELATIONS

John Mukhar
President
AEA, IFPTE Local 21
c/o ESD
700 Los Esteros Road
SanJose,CA 95134

Cay Denise MacKenzie
President
CAMP, IFPTE Local 21
c/o OES
855 N. San Pedro, Room 404
San Jose, CA 95110

As you know, the City Council approved the memorandum dated May 13, 2011, issued by
Mayor Reed, Vice Mayor Nguyen and Councilmembers Herrera and Liccardo. This memo,
approved by the City Council on May 24th

, included direction to staff to prepare a draft ballot
measure that would include various proposed changes to the Charter regarding retirement
benefits for new employees, current employees and current and future retirees. As you
know, the City Council approved other items related to fiscal reform, including the City
Manager's Fiscal Reform Plan and other retirement related issues, during the May 24th and
June 24th Council meetings.

We wanted to provide you a copy of the draft proposed ballot measure that incorporates the
relevant elements from the May 13th memo and City Manager's Fiscal Reform Plan, as
approved by the City Council. (Enclosed is the draft proposed ballot measure.) The City is
open to discussing any changes to the draft proposed ballot measure. The City expressly
reserves the right to propose other charter amendments pertaining to retirement issues, or to
make changes to the attached draft in the form of ballot measures.

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



AEA, AMSP and CAMP
RE: Draft Proposed Ballot Measure
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The City and AEA, AMSP and CAMP have a scheduled negotiation session for July 12th
, and

the City is open to designating a portion of the meeting to discuss the draft proposed ballot
measure, including any proposed changes that you may have. In addition, you are also free
to make a proposal on any other retirement issue.

Gina Donnelly
Deputy Director of Employee Relations

Enclosure



DRAFT- July 5, 2011

PUBLIC EMPLOYEE PENSION PLAN
AMENDMENTS - TO ENSURE FAIR AND

SUSTAINABLE RETIREMENT BENEFITS WHILE
PRESERVING ESSENTIAL CITY SERVICES

:1j
,liq\'

The Citizens of the City of San J9;$ieqCl'o hereby
,;,lh'l

enact the following amendIQf{ll.tsll~i9 the City
IF;,]; (l ~~: n

Charter which may be ref~Mfed tol;~:§i~ "The
dpj~·"d\,j> \t~:1tP>

Employee Fair PayAct/Q1J(Fiscal SustaihJ~:~llity."

Section 1: FINDINGS ""IIIIIIIIIIIIIIi1!:liilh!I' IIIII'

'111111111,'.1;,:.1.. ;..:.", f', 'lImhl l,

'll!l,' ,ii HlBlll! 11

'1
il1lll iin W

The following ~,~~vices'i~red~tsi~'~IMI~~aJto the health,
safety, qual~~~l1of1l~ll~~ andiltell-o;etng of San Jose
residents: dp~illce nrotectil~;Q;IJireprotection; street

\q,:::q fijHH:in!<_ pIp

maintel)"f,ll1ce;'tn1l?!marIEfS~!!f,ll1clcommunity center
f I~ ;"'j ~. j 1f ~ !,tf 'i !. \ " r \ l t !f\ " , ". 1 ~: I ri

(he~wafte'rilH!~i~sent~:~J City Services").
[! 11111 II Ii,." Ii[Ill: Ii qIII!iII'

The Cit~lmi~d it~llcitizens are threatened by
climbing'B~~~sdofemployee benefit costs imposed

t\Hlldl'
by its curreiit'pension and other post employment
benefit programs. The employer cost of the City's
retirement plans is expected to increase
dramatically in the near future. In addition, the
City's accrued unfunded liability for other post
employment benefits - primarily health benefits -
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is similarly increasing. To adequately fund these
costs, the City would be required to cut other
services annually.

These costs have created a public service
emergency, because they jeopardize the City's
ability to provide Essential City Se.Fyr~~s. In the

L:,di~

last year, the City eliminated num:e;r~~lspolice
officers and firefighter Posit~fil!lil~,!IIBec'~~~ffi,the cost
of these benefits is rising~~:tapi,~~y, and''lill~m~use
of current economic conditi!~lml~!~;n'~legal ,Ip"
restrictions that limi~!~~venuei!~~~wth,these costs
are expected to lead tq;:~l~~~f~calqiM~~lrljction in
police and fire servicesias ~~111mllll!~xel1 to June 2010.

,d'HHfl:'_ '.}Htpl '(F~H!d'

By any mea~~re~ll~~chleVl~ls ar~llunsustainable,
(Ii! '\iHI 1111

and endang~)nlthe~'~sideri~~li@fSan Jose.
1111!lll!ll!l!lllllllllllllllll!III!!!l!l,!!!!'

Th..es..,.,e..••..!lifITfIT~elh.,l i~j!j~ht.i,es,.'~'~)~ociated with the City's__ ,j{qr "qoo,) '\1ltfh:\'f'
add'p~~IRn andll~Rhart~lements of its post
employHllilin,ent ptl'@gramswerenotadequately

' l l i1 I1, ,'!!
analyzedll&~hlln.Herstood at the time the benefits

'il'lnd11
were adopt'~aor enhanced. Although the City
exercised due diligence at the time, it was
impossible to anticipate the staggering declines in
the funded status of the retirement fund or the
alarming rate of increase in post-employment
health care costs.
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Without the reasonable cost containment as
provided in this Act} the economic viability of the
City} and hence} the City's employment benefit
programs} will be placed at an imminent risk.

3



DRAFT- July 5, 2011

The voters hereby find that the facts and
circumstances constitute an emergency within the
meaning of the Meyers-Milias-Brown Act
(tlMMBAJ1

) , Government Code section 3504.5.

Section 2: INTENT

This Act is not intended to reduce the current
pension amounts received by any retiree,
including any cost of living increases received by
retirees to date.

4
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This Act is not intended to grant any vested rights
to any post employment benefit, as the City
retains its power to amend, change or terminate
any retirement or other post employment benefit
program provided by the City.

This Act is intended to ensure the~~~~liiDanprovide
;: ~ L)::- ~ r 1

sustainable post employment b$lwlefiltrnh:vhile at the
same time delivering essen~~I~~I;~I~uvic~~lmRthe
citizens of San Jose. dllIIIl~;;; lill

h
. i1\!1111!llllIP

'llI,q ;;1".1<1qH;h i'dHh. if''{Pint) .. dPp'~;n
This Act is intended to, expres'sll~he City's

!illlWl; 'tll!!!1

management prioritiel~:I~~~~"respl~m~lltoemployee
compensation 'i/hl, qll!ll!llll,II,l\', ',', Wi'

•,"tf ; 1) ~ \ ~ ;1) f { t,tr : \ \ III t!:; f \1? 1tt·(d1IqiHl:ltfll; tihdP\ i:\UI,'lfIll'll!' ';Iplll' 'Ill: III
fHli}( it ;:11,,llmll, '1111 "I! l

, \ j ,11 t , 8> \ ." ~ { j i ~
-,' '~\} 'i l,i l ' -iI,i ~ ,

':fiHBh ic ._ Ui~~_nn.,,~, \~BI~P<

SectionS, R~~~rva~_~ppofVoter Authority
dill !IllIii IiiIihlllllll!Iih.lJlllllllilh. '"'"

Thlel~mlters e%~~\essl~lreserve the right to consider
any cH~~ge in i1fulatters related to pension and
other po'S'ttij:~lmlw~oymentbenefits to the extent they

rindtii i

exceed the ilili1aximums set forth in this measure.
The City Council shall have no authority to agree
to any matters pertaining to pensions or other
post-employment benefits exceeding the
maximums set forth in this measure.
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Section 4. Reservation of Rights to City
Council

Subject to the limitations set forth in this Act, the
City Council retains its authority to amend, change
or repeal any retirement or other po?:t
employment benefit program und'~irl~flleCharter.

p,nil
1.'IPIHdL1'1 1,1.111\

dqf ql1Hh
1111 (HI;,t,
d,1% 'HUn

Section 5. Voluntary Elec,~~;~pIIProg~filpt

dill,:;}"'); 1'111111111!1t1!1

The City Manager shall prO~~jffl~!I;~ltiIi9 the City
Council shall adopt QIYI!!?rdinafi!~m'LaVoluntary

\~:dHInt. l."fjti\

Election Program (({V~JD:11011~batpel~lffi\l~ts current
City employee.s,t.h.. e op~liRn."#~!IOCwltP,.1\i~llheW and less

I . ,jiUd!!il l IIj;dIP 1111 11 11'
cost y retlr~l~en~l~rogra~. ili l i

%llIlllllllh:, .:iWpl", -e, . 1\1\IIII'P
The V~~,,~,~ne'filt~I~Hili!Qlmllll~sscostly, and may

",.,I'lIIHI",!, . .1;",'1 III

contfflJff(theIIN!?Jlo~~~g features: (a) a slower
acdf~~Lratet!t~IJanl~~treasein the eligibility age;
and (c)il!~~ incr~l~se in the years of service
requirerJllW~~lltl~fmedical benefits.

H;I
'if

Employees' share of the costs to amortize any
unfunded liabilities greater than those existing on
June 30, 2010, shall be 500/0, unless they have
opted into the VEP.
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Section 6: Future Employees - Limitation on
Retirement Benefits - Tier 2

To the extent not already enacted} the City
Manager shall propose} and the City Council shall
adopt by ordinance} to be effective ngt later than

d·!eH

June 30} 2012} a retirement progrc;}lifidf01r
nIH"'_~

employees hired on or after th~ljm,ffe~~~;ye date of
such ordinance. This retireI1ll~~t!lpro'g~m.lp1-for

qd "'.Ll· 'HP!'
new employees - may be r~iferrep to as ¥{'1l~~:c,2."

dOnn}, 'U'!~t ttqnp>
\i'i;'!"htL 'I,/it l@JO'

(!i:tn !*lit! iHY
\Ii.'.!.. '..... " .i.,ldU!'j· il"'J>\ .p" ., >

The Tier 2 program ~1~1~~1 be li~~~~d as follows:
'll'jh.. ln..l!l.,... !In.!I.'!..',.j \ii_11th _ \dnO

I"l' H nltHli, 'lnHliHI1'
\ J Ctttn1h_ "UUtP'

(a) The maximum Cit~l~oiJ:~~~mllJt~\dhSshall not be
'Ii. 'lp,W' 'I"nln:"

less than 6.~!~!!fil~~lgreat~if'thaQI19'%of base salary.
(:--.;" ,1i!:t,o<;I;

In no evenf~JJ:~ll tqle City !~ml:ptribution to such plan
, \ ~ f:t ~ j ~_ _~t I I ;i;-i";{> • } t f i ;

exceed,~!Q% of1I~~¢!'C0ISI~II~~I~he Tier 2 plan. The
! f tIt 1[! 1Il f:1 I: l\-~ " ' (l;i t _~ >' '''' ' 'i i.{,

progfamHm~~!beq(ll~I~ignedas a "hybrid plan"
con~~sting ofll~llcorri~~nation of Social Security} a

It!If-h}, {nHt 0

definedl!ml~nefi~llPlan or a defined contribution
.pi,L iii

Plan.i!llllllllhdlIIIW
IqHPf

(b) For any defined benefit plan} the age of
eligibility for payment of accrued service
retirement benefits shall be 65} except for sworn
police officers and firefighters} whose service
retirement age shall be 60. Earlier retirement

7
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may be permitted with reduced payments that do
not exceed the actuarial value of full retirement.

_ _.__.-- _ _..__ -- _ - _-- __ _ __ --_ -- -- _ -

[DISABILITY RETIREMENT LANGUAGE TO
COME]

8
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Section 7: Current Employees - Reasonable
Modifications to Existing Plans ­
Modified Tier 1

The City Manager shall propose, and the City
Council shall adopt by ordinance to b(~ effective
not later than June 30, 2012, a modtff~~"

d}n;(~)

retirement program for all em:R~~yel~~heligible to
b~ members of the ,existing ~W~~I~ltnert~I~~~nsof the
CIty as of the effective dat~II~.f.thI!~.. Act. 111l11111l... HP'

tn:dn(I~)\ iJ!t.'..... \.B.tP',,~ tn. IHjS :!"f
'ldl.II.! . ,IIII'.I! );1

-uun I'"'''' <'1d~Pt, /~}~ '1d'

The modified progrqm~may B~l!r\~ferredto as
iqhf:H~%L <tnln~

"Modified Tier 1" andl~~~~~pQave'!t!~mlltollowing
limitations: 'Ih, 'dlli!lll!,. 11;1'

• 'I:; :d;II1" Illlhldllillllntlhl!III,IIIIJP d

k tll i
1
1 , 1 nr (if

dlil) I:: II; Inb. '
(a) The plaijJll~,~all:i~~:tder>:tl~yeany current or
forme~n~J~Bplo~~~I~'of!l"lli~mM~fitsearned and accrued
for la~t~'rlls~~il?iice"~*iIRfthe modified plan's effective

Ii "I;, !,.]!IIj" dHilHii
date)ll~h,us, be\~I~fIts'~jarned and accrued by
indivia~m~!empjllPyees for prior service shall be
preserveC1II~Qr,1P'aymentat the time of retirement.

"\lill!!!'
'WP'

(b) On and after the effective date of the
ordinance, pension benefits shall prospectively
accrue based on the following limitations:

9
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(i) benefits shall accrue at a maximum rate of
1.5% per year of service.

(ii) the age of eligibility for service retirement
for existing employees shall increase by six
months annually on July 1 until the retirement age
reaches the age of 60 for police offjl€i~llU§l!and
firefighters and 65 for all otherJ~I~~)~(¥ees. Earlier

din' '\1''1

retirement may be permitt~~I~flnlarea~ffi~d

payme~tsthat do not exc~lni~\theq~,ctuarfa~l~~,lueof
full retirement, '!lII,Il" Jlliih, 011

HiH H\;' 'H,'
'tfdLi1jltl"

lllllilill' 'Illllllllhh
(iii) cost of livingjl~a~~~tmerl~~a~~all be limited

'p."Hro~~); -t:f?q

to the increase}J;1 the C~jPS~lm:~I~llRri!ceindex, (San
;-f;,"ji'}l~- _,' ':_l~:_f;'~-- .,£jfT~~"

Jose - San F~I~ITei~ffiP - O~~landrn!f:S. Bureau of
Labor Stati!~~~~~ in~~?" CPI:tl1};J, capped at 1% per
f I 'Wdl, etlll!d!!lll" ,Ill,

\d~~tf}ddl.n' tijlif,!"isca year.'.. ''illllhllp'''HlnlllH111'I.pnJ
_;!f1fHHIP;r, ~ldnh~ Z*q~djF

I !lll~!! lI
i l

HIi i ll!lllllillulh. ''llllllllllll' ;0

IldliO~){) Thellmeasij)ring period for determining
'HPJ:> 'IHn t s

"final c01mpensl~tionJ1 shall be the average salary of
the threellW~I1l},~!~~utiveyears preceding the date of

• dlp,d

retirement, HIP'

Section 8: Reasonable Cost of Living
Adjustments for Current Retirees

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

(a) Current Employees: The years of service
required to qualify for retiree health care benefits
shall increase by six months annually on July 1,

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

(b) New Employees: The years of service
required to qualify for retiree health care benefits
shall be 20 years, except for empI9M!~~I~I,who
receive such health insurance ~ffl;*lejl1llI;~pa service

'in h '[inn
disability retirement.dllh,'q!!l Iflll!ll!;

Iii11111:: :::'"11

111

'11111 I .,'I
II
IIIII!1IIIliJ

"'H'H. ),:ujLdj' ;!

(c) Minimum contJ;"~~~~io~~!IIIIII;~,~istingand new
employees m~st cont~~pl1.!{~mll~\min!iiliVmof 50% of
the cost of retl~~f: healuml~~Wl!hllIIIPlllliPIV

,Hlli"lq" HLiW Jll d !

tl'I':jlli"iciftIUH,:L IHi"F i.J P"
ql \ '''OH PII Ii

'n: 'P:H IHI

(d) ReseFv:~t,on'mf Rigl1.~~rjP No retiree health
(",fj::fi""iI<,:!t;'::,l':".,. 1:",."1

care ~~~I~lI~rb~\~lmf~fIS:ID1~~~I~'fantany vested right, as
the!191tyqf~t~11IBsitsllijpwer to amend, change or
tetililiaap.te art~l~lannp>~ovision.

1IIIIlII11!!,\ '11\111 I,,'

\:~p}tL d!.t

Section 1!QAh\A~tuarialSoundness
il11Hn!f

,p"
[I

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

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

11"

(b) All of the City's pension and r~~~f~'~I,healthcare
diHIl'

plans must be actuarially soun911IfVi~~II~nfunded

liabilities determined annuaH~I~fi!tougn:l!mr

independent audit using ~1~~~da~l~sset b'YII~~~
Government Accounting Stal*i~I~~~I~hBoard.dP'

, IIlHI"
,it "1 1'1'1 "

Willi, IIp'I'
'itttt tJ ~ '~. 1f' ..... .. Ii l f ¥ ~ f t

Section 11: Safety ~1~til~I~~visi~~I~il

iiliP'1 'q1Ihl::;;llllllllllliiIHlll W"
(a) Preser~a.tionhofEssehtialiitity Services:

.dtP 'thn, t:l.O '
,dftHHh ':dl:l \~lht

'd'll','I', ",Ill, 1'11,1'1"111\{rLtL jl'l:~n" 1:.1:>

At any ~t-rQe tH2t~:II~I!rjHlml$[~l~ptlalCity Services are
iHW!jdll!jjl " 'dlPI \lllli'

not,~iFbvi(li~~II~ta~I\~bove the service levels of
Jantll~~y1, 2olmla; (2jll~ny library, community

't;h!~?, 'otn. '
center;il~fir,~ stat:~pn, or police station or substation
built or lH!11mj~~p~lbnstructionas of January 1, 2011
are not opeu2ttional; or (3) any of the City's
pension plans have unfunded liabilities greater
than those liabilities existing as of June 30, 2010,
then the Mayor, the City Council, the City Manager
and other officers of the City, or any arbitrator or
board of arbitrators, shall be prohibited from

13
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benefits on any compensation other than actual
base salary paid or years (2 080 hours) actually
worked for the City of San Jose, except as required
by applicable state law; (x) make layoff or rehiring
decisions without considering individual
employee performance; (xi) pay for 9ll?re than
SO°A> of the increase in the cost of hi~~l~hcare

tOn~,

benefits iIIIIHilll.hi.}.,uq "<LIn
<Hic ''llql', 'qUH Hf;JL

:,If -\Cn~'{HtPl

diH?h·, q;~ ~qOthl
<$ft"'tti:t:fj> -t\fi:tl'

(b) Unfunded Liabilitie~llir'Pe~sion a:fil~llgl~her
Post Employment Benefit P:~ogramsIW''tinll' dIP" Iji

",,\llll;,
ill11tn. it!ilili

The City Manager shc\:~~I~~~tB0se;'1~~~lltheCity
Council shall adopt by'l~rdiij~!tp.!~f~'s~fety net

,\!'''H'. 'ill .'liP dqllhW i

provisions "}il~1!It'~lllle folloWing minimum features:
dlllll; '!lll 'illi,

ii "IOlli!;lll. 'lIllwP

(1) At Clu:y tiilll~il~li~yl!p~n~~&h or retiree health care
,>f1Hi!HiIOh . Iltlfll i >'lin l

plaI1~ilrraviel~~furl~~ldliabilities for pension or
ret!iif!~filh~ealt'fl~~re~W~ater than those liabilities
eXistirlOOlm~of Jq~e 30, 2010, the following
limitation~II~Jl,Cll]lbe in effect for existing employees

t{fUOt'P

who have n~itlopted into the benefits program for
new employees, except upon approval by the
voters:
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making or approving any contract, memorandum,
agreement, award, grant, decision, resolution,
ordinance or other official act that allows or
requires the City to do any of the following,
without prior approval by the voters: (i) pay for
unused sick leave or unused vacati0l}ntime, except
as required by applicable state or f~id~\t:allaw; (ii)
increase compensation for meI1J'Wf~IW~il~tbargaining
units after contracts expire; O~~lll~ivea~ltpmatic

:l,n "dp 'ni!ji

step increases or other r~J~i~~ fO~h~im~ iri"~\ml~ob
that are not based on perfoI1l11l11~~~~41(IV) use''hours
not worked in deter~~~~ngeli:g~mlPityfor overtime

or for ~etirement~eri:~t~~~~I~Y~hP~~I:~~~r~imeto
executive, professi0naWllor ,,~(ffil]lllJp..~stratrve

,:plmp> ilk :d l ,tI"I:!!!'
employees Ql1Ht6\l~1iheremrloyeles who are exempt

diP 'ilm lilt'
from overtlili!ll~treci;~ireme~t:~.junderthe Fair Labor

,lllpl..... .H.. I·-.·... n..'p,.'.·.... . dB:
S d d A '01i'(~L'I!S,rAluD· 'Ili h therwitan a~1His. ctillnl;W:!;t1Jl!l UlIPPiw 0 are 0 erwise

'l,p"H,il., . "tiP, -,,,Ii
exell}lpt'ffa~Jhe'l~ffu,SA; (vi) pay workers'

,dn 'OtHh 'tn;1hi'il

com~mir:satidi1!I~\eneffjfsfor disability on top of
disabill~lretir~~entbenefits without an offset to
eliminateq~M:BJlicationof benefits for the same
cause of dis'aBility; (vii) pay workers'
compensation benefits beyond what state or
federal laws require; (viii) allow existing or
former employees to grant workers'
compensation or disability benefits for existing or
former employees; (ix) calculate retirement

14
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(i) Retirement benefits shall not continue to
accrue beyond the minimum benefits specified in
the Charter, Article xv.

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

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

(3) The provisions shall be temporary and shall
remain in effect until the unfunded liabilities have
remained below the level of June 30, 010 for
three consecutive years.

(b) In the event any section of this Act is
determined to be illegal, invalid or unenforceable
as to retirees, then all benefit enhancements or

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