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RE: Draft Proposed Ballot Measure

Dear Nancy, John, Dale and Cay Denise:

As you know, the City Council approved the memorandum dated May 13, 2011, issued by
Mayor Reed, Vice Mayor Nguyen and Councilmembers Herrera and Liccardo. This memo,
approved by the City Council on May 24", included direction to staff to prepare a draft ballot
measure that would include various proposed changes to the Charter regarding retirement
benefits for new employees, current employees and current and future 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 24" and
June 24™ Council meetings.

We wanted to provide you a copy of the draft proposed ballot measure that incorporates the
relevant elements from the May 13" memo and City Manager's Fiscal Reform Plan, as
approved by the City Council. (Enclosed is the draft proposed ballot measure.) The City is
open to discussing any changes to the draft proposed 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.
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The City and AEA, AMSP and CAMP have a scheduled negotiation session for July 12", 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.

Sincerely,

Gina Donnelly
Deputy Director of Employee Relations

Enclosure
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PUBLIC EMPLOYEE PENSION PLAN
AMENDMENTS - TO ENSURE FAIR AND
SUSTAINABLE RETIREMENT BENEFITS WHILE
PRESERVING ESSENTIAL CITY SERVICES
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The C1 y;and 1t§\c1tlzens are threatened by
climbing Costs of employee benefit costs imposed
by its current pensmn 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

last year, the Clty ehmmated nume o S pohce
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of these benefits is rising s? rapldly, and because
of current economlc COIldlth)nS and legal

By any measure
and endangen the re51dent* po

ts of its post
employry %ient prdgrams were not adequately
analyzed or, understood at the time the benefits
were adopted or enhanced. Although the City
exercised due diligence at the time, it was
impossible to anticipate the staggering declines in
the funded status of the retirement fund or the
alarming rate of increase in post-employment
health care costs.
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Without the reasonable cost containment as
provided in this Act, the economic viability of the
City, and hence, the City’s employment benefit
programs, will be placed at an imminent risk.

This Act is ﬁl %nded to strengthen the finances of
the City to ensure the City’s sustained ability to
fund a reasonable level of benefits as
contemplated at the time of adoption of the City's
post employment benefit programs.
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The voters hereby find that the facts and
circumstances constitute an emergency within the

meaning of the Meyers-Milias-Brown Act
(“MMBA”), Government Code section 3504.5.

Section 2: INTENT
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The City reaffirms 1ts“1n (<) jer hfgg%l;o act

responsibly in order to presergé\g§ e jché health,
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welfare andjbeneflt of lfs c1tlze
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%not 1nte§’ ded to deprlve any current or
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p‘loyees Of beneflts earned for prlor
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beneﬁts as/of the effective date of the Act.

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

iy

any change in matters related to pension and

‘‘‘‘‘‘‘

other post—employment benefits to the extent they

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

Subject to the limitations set forth in this Act, the
City Council retains its authority to amend, change
or repeal any retirement or other post

employment benefit program under’ tHe Charter.
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Section 5. Voluntary Electmn3 Progi
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Y ;fthat per.,rnglts current
City employees the optl ngzpiolp a’new and less
costly retirem i

% e‘nt‘program W
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ofch less costly, and may

accrual rateg () an mcrease in the eligibility age;

and (c) an 1ncrﬁease in the years of service
requ1rerﬁent fer medical benefits.

55”
Employees’ share of the costs to amortize any
unfunded liabilities greater than those existing on

June 30, 2010, shall be 50%, unless they have
opted into the VEP.
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Section 6: Future Employees - Limitation on
Retirement Benefits - Tier 2

To the extent not already enacted, the City
Manager shall propose, and the City Council shall
adopt by ordinance, to be effective not later than
June 30, 2012, a retirement programh Or
employees hired on or after the e ctive date of
such ordinance. This retlrement progr

new employees - may be referred to as Tler 2

S“%
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The Tier 2 program si;%li;?all be hmﬁf ed as follows:
il
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(b) For any defined benefit plan, the age of
eligibility for payment of accrued service
retirement benefits shall be 65, except for sworn
police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement
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may be permitted with reduced payments that do
not exceed the actuarial value of full retirement.

(c) For any defined benefit plan, cost of living
adjustments shall be limited to the increase in the
consumer price index (San Jose - San Francisco -
Oakland U.S. Bureau of Labor Statlstlcs index, CPI-

[DISABILITY RETIREMENT - LANGUAGE TO
COME]
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Section 7: Current Employees - Reasonable
Modifications to Existing Plans -
Modified Tier 1

The City Manager shall propose, and the City
Council shall adopt by ordinance to be effective
not later than June 30, 2012, a modlfle
retirement program for all empley es ellglble to

“Modified Tier 1” and Shall
limitations:
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(a) The plaﬁ;shall not deprflve any current or
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former employees of beneflts earned and accrued

il i

1nd1v1dua1 employees for prior service shall be
preserved, gépayment at the time of retirement.
(b) On and after the effective date of the
ordinance, pension benefits shall prospectively
accrue based on the following limitations:
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(i) benefits shall accrue at a maximum rate of
1.5% per year of service.

(ii) the age of eligibility for service retirement
for existing employees shall increase by six
months annually on July 1 until the retlrement age
reaches the age of 60 for police offlcers and
firefighters and 65 for all other employees Earlier
retirement may be permltted;WIth redqced

,,,,,

i

payments that do not excemed the actuarlalfvalue of
full retirement. M, ‘

i,

retirement..

Section 8: Reasonable Cost of Living
Adjustments for Current Retirees

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

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

‘‘‘‘‘‘‘

,353

COLAs are limited to the consumer price

3

index, (San Jose - San Fr{agx‘clsco Oakland U.S.
Bureau of Labor Statlsfc'

not late\rgltkif June 30,2012, a modlfled retiree
health care program (including medical and
dental) with the following limitations:

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

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

(b) New Employees: The years of service

required to qualify for retiree health care benefits
shall be 20 years, except for employ o
receive such health insurance based|

3
. iy
‘é . {
3
% ?a

2 ii X1sting and new

ﬁiﬁmum of 50% of

(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.

m
(b) All of the City’s pension and retlree healthcare
plans must be actuarlally sound féwlth unfunded

not prov1ded at o‘)r nbove the service levels of

Janua ary 1, ZOle (2) \any library, community

center, fn;e station, or police station or substation
built or under construction as of January 1, 2011
are not operatlonal 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 (2080 hours) actually
worked for the City of San Jose, except as required
by applicable state law; (x) make layoff or rehiring
decisions without considering individual
employee performance; (xi) pay for more than
50% of the increase in the cost of halthcare
benefits.

N1

(b) Unfunded Liabilities ml P‘en)smn and Other

%;5

Post Employment Beneflt Programs
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The City Manager shall iproposej d the City
Council shall adopt by ordma nce, s ety net
provisions w1th the follo ‘ng mlmmum features:

i, iy
(1) At any t1meﬁC1t§/ Epiensmn or retiree health care

i
o4 . titie,
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plans have‘unfuned liabilities for pension or

td

retlrao healthcare gig‘*é?ater than those liabilities
ex1stmg as of ]une 30, 2010, the following
llmltatlonsgshall be in effect for existing employees
who have not opted into the benefits program for
new employees, except upon approval by the

voters:

n,

15
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making or approving any contract, memorandum,
agreement, award, grant, decision, resolution,
ordinance or other official act that allows or
requires the City to do any of the following,
without prior approval by the voters: (i) pay for
unused sick leave or unused vacation time, except
as required by applicable state or federal law; (ii)
increase compensation for members%of bargaining
units after contracts expire; (ul) give 'ail,

étornatic

step increases or other ra1§es for tlme in E‘ehe Job
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that are not based on performanc

H

i,
) pay| overtlme to
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executive, professmnah or aﬂmlnlstratlve
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employees or;to @ther employeés who are exempt
from overtlme requ1rement§ under the Falr Labor

dlsablhty retlrement beneflts without an offset to
eliminate' dqpllcatlon of benefits for the same
cause of disability; (vii) pay workers’
compensation benefits beyond what state or
federal laws require; (viii) allow existing or
former employees to grant workers’
compensation or disability benefits for existing or
former employees; (ix) calculate retirement

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

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

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

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

(3) The provisions shall be temporary and shall
remain in effect until the unfunded liabilities have

4§§§
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(a) This Act shall be harmomze

severable énd 1neffect1ve This Act shall be
broadly construed to achieve its stated purposes.

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

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

(c) Inthe event any section of this Actis
determlned to be 111egal invalid 01juf‘
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Pkbeneﬁb levels.
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(d) The Clty Counc1l?sh‘?all%a<30p“€ crdlnances as

provisions of thls Act.
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