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DATE: August 2, 2012 

RECOMMENDATION 

Approve an ordinance amending various sections of Chapters 3.28 and 3.44 of Title 3 of 
the San Jose Municipal Code to implement a Tier 2 pension plan for new employees of 
the City of San Jose in the Federated City Employees’ Retirement System 

ANALYSIS 

On November 2, 2010, the City voters approved an amendment to City Charter allowing 
the City Council to adopt new retirement plans for new employees. On June 5, 2012 
the City voters approved the perimeters of any new retirement plan for new employees. 
On June 12, 2012, the City Council approved retirement benefits for new employees in 
the Federated City Employees’ Retirement System ("Federated System") hired or 
rehired by the City after the effective date of the implementing ordinance. Attached is 
one of the summaries of retirement benefits for new employees in the Federated 
System provided to a bargaining group and approved by the City Council. 

Chapters 3.28 and 3.44 of the Municipal Code have been revised to include the new tier 
of retirement benefits approved by the Council for new employees in the Federated 
System who are hired or rehired by the City after the effective date of the ordinance. 

On July 5, 2012, the City Manager submitted the proposed ordinance to the Federated 
System Board for its consideration. On July 26, 2012, the Federated System Board 
considered the ordinance at a special meeting. At this meeting, the City received 
several comments and questions regarding the proposed ordinance. The proposed 
ordinance incorporated comments that were deemed appropriate to carry out the intent 
of the Charter amendments and Council direction. 

City Administration and the Federated System Board will discuss their comments and 
questions again at the August 16, 2012, Federated System Board meeting and the 
revised ordinances will be provided to the Board in advance of that meeting. 
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If the Council approves the proposed ordinance for publication, the ordinance will be 
placed on the Council agenda for final approval on August 28, 2012 and become 
effective 30 days thereafter. 

RICHARD DOYLE 
City A~~h 

By ./~~

f/i/- Ed MoranAssistant City Attorney 

cc: Debra Figone 

For questions, please contact Ed Moran, Assistant City Attorney, at (408) 535-1920 or 
Jennifer Schembri, Assistant to the City Manager, at (408) 535-8154. 
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2012 CITY OF SAN JOSE - AEA~, IFPTE LOCAL 21 (UNITS 41/42 AND 43)
 

The benefits set forth below shall ap’ply to full time eligible employees who are hired on
or after July "I, 2012, at~d shall be referred to as Tier 2 in the Federated City Employees’ 
Retirement System. 

Proposed Language: 

.Pension Formula, 

The pension benefit formula for eligible employees hired on or after July 1,2012, shall be 
2.0% percent per year of service subject t~ a maximum of 65% of final compensation. 

Final comp.en, satlon 

Final compensation shall mean the average annual earned pay of the. highest three 
consecutive years of service, Final compensation shall be base pay only, excluding 
premium pays or other additional compensation. 

Minimum Service 

Employees shall be eligible for a service retirement after earrfing five (5) years, of 
retirement service credit and meeting the age [equireme.nt specified below, 

.Retirement Service C. redit; / 

Employees shall be eligible for a fell year of service credit upon reaching 2,080 hours of 
regular time worked (including paid leave, but not overtime), 

Employees hired on or after July 1,2012, shall be ~ligible to retire at age 65 with at I~ast 
five (5) years of retirement service credit. 

Employees can retire at a mlnlmum of age 55 with at least five (5) years of retirement 
service credit; however, the member’s benefit shall be reduced so it does not exceed the 
actuarial value of full retirement. This reduced benefit shall be determined by the 
Federated City Employee~’ Retir.ement System actuary. 

Deferral of Retirement 

Employees who leave employment who have at least five (5) years o.f retirement service 
credit may defer the f’etirement benefit until the employee becomes eligible to retire, 
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2012 CITY OF SAN JOSE- AEA, IFPTE LOCAL 21 (UNITS 41/42 AND 43) 

.Cost of Liv n.q Adjustment (COLA) 

Plan members shal. receive a cost .of living adjustmentlimited to the increase in the 
consumer price index (San Jose - San Francisco - Oakland U,S, Bureau of Labor 
Statistics index, CPI-U,,December to December), capped at 1,5% per fiscal year. The 
first COLA adjustment shall be prorated based on the number of months retired, 

D sab lity Retirement~ ’ 

Service Connected 

Plan members who are eligible for a service connected disability retirement benefit sh,all 
receive an annual benefit based on 50% of the average annual pensionable pay of the ¯ 
highest three consecutive years of service, 

Non-Service Connected 

Plan members who are eligible for a non-service cennected disability retirement benefit
shall receive 2.0% times years of City service, but not less than 20o,4‘ and not greater 
than 50% based on the average annual pensionable pay of the highest three 
consecutive years of service. Plan members shall not be eligible for a non-service
connected disability retirement unless the member has earned 5 years of r~tirement 
service credit, 

.Survivorsl~ip Benefits, 

DeathBefore Retirement 

If an employee dies during employment with the City and was not eligible for retirement, 
,a return of employee contributions; plus interest shall be returned to the’spouse, 
domestic partner, or estate. 

If an employee dies during employment with the City ~nd was eligible for retirement, a 
monthly benefit equivalent to what the employee Would have received If retired at the 
time of death shall be provided to the spouse, domestic partner, or estate. 

Death Before Retirement. Employees killed In the line of duty 

If an employee is killed in the line of.duty, the surviving spouse or domestic partner shall 
receive a monthly benefit equivalent to 50% of the average annual Ibensionable pay of 
the highest three consecutive years of service, 

D..eath After Retirement 

At the time of retirement, an employee may elect, to receive a lower pension benefit to 
provide survlvorship benefits to a spouse/domestic partner or child(ten) designated at 
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20’12 CITY OF SAN JOSE -AEA, IFPTE LOCAL 2t (UNITS 4’i~’42 AND 4:3) 

the time 6f retirement, The Board’s actuary shall determine the pension benefit for a
50%, 75% or 100% continuance that is actuarially equivalent to the member’s benefit. 

Defined Co.ntribution Plan 

Employees may supplementthe retirement benefit by electing to make contributions to 
a defined contribution plan offered by the City, up to the annual IRS limit, 

,Cost Sharing .’ 

The City and Plan members in Tier 2 shall share equally In all costs of Tier. 2 to.tile 
’pension plan, including, but not limited to administrative expenses, normal cost and 
Unfunded actuarial liability, 

,Recipro0ity 

Employees hired on or after July 1, 2012, shall be eligible for the benefits under the’ 
reciprocal agreemen.t with CalPERS that are in effect at the time of tl~e employee’s 
retirement, 

The City e~pressly retainsits authority to amend, change or terminate any retirement or. 
other post employment benefit provided by the City, 

The retir&ment benefits for employees in .Tier 2 shallinclude those described h6rein and 
shall not include .any other benefits received by other members of the Federated City 
Employees’ Retirement System, including, but not limited to, the 3urchase of servise 
credit and redeposit of contributions. 
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20’12 CITY OF SAN’JOSE -AEA, IFPTE LOCAL 2’! (UNITS 41/42 AND 43) 

Proposed Language: 

Effective July 1, 2012, a member.wh9 is eligible for retiree heal’thcare benefits in the 
Federated City Employees’ Retirement System shall be required to enroll in Medicare 
Part A and B at the age of 65, ’Additionally, the plan member shall be required to enroll 
in a Medicare Plan provided by the Federated City Employees’ Retirement System and 
assign Medlcare Part A and B to the Medicare Plan if requlred by the healthcare 
provider. 

If a plan member was hired before March 1986 and is not eligible for Medicare Part A at 
no cost, the plan member shall be required to provide such verification from the 
Social, Security Administration to. the Department of Retirement Services within 6 
months from the date the plan member becomes age 65, Plan members shall be 
required to enroll in a Medicare Plan provided by the Federated’City Employees’ 
Retirement Sy.stem within 6 monthsfrom the date the plan member is age 65, 

If a.plan member fails to meet the requirements set forth above withl~ 6 months from 
the date the member becomes age 66, the plan shall cease to provide retiree 
healthcare benefits until the plan member completes such requirements. This means
that the member and qualifying dependents (If applicable) shall not receive retiree 
healthcare benefits, The Plan member and qu, alifying dependents shall be re-enrolled 
inretiree healtbcare benefits beginhing the 1s~ day of the following month after such
requirements have been completed, 

If the Plan member dies during the period which ihe plan member failed to complete the 
requirements set forth above, the eligible spouse or domestic partner and child(ten) 
shall be re-enrolled in a health insurance plan..When the spouse or domestic partner is 
age 65,’ the.same requirements must be fulfilled; otherwise retiree healthcare coverage. 
will cease until such requirements are completed, as set forth above. 
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