MEMORANDUM

TO CITY COUNCIL
FROM: ANGELA KRAETSCH, DIRECTOR OF FINANCIAL SERVlCESJ/‘C

SUBJECT: ADOPTION OF ORDINANCE AMENDING THE CALIFORNIA PUBLIC
EMPLOYEES’ RETIREMENT SYSTEM (PERS) CONTRACT FOR THE
LOCAL MISCELLANEOUS MEMBERS AND LOCAL POLICE

MEMBERS
DATE: MARCH 25, 2008
RECOMMENDATION:

It is recommended the City Council adopt an Ordinance of the City Council of the City of
Arroyo Grande authorizing an amendment to the contract between the City and the
Board of Administration of the California Public Employees’ Retirement System for local
miscellaneous members and local police members.

FINANCIAL IMPACT:

The increased cost for the enhanced benefits is approximately $222,000. However, the
current Memorandum of Understanding (MOU) with the Service Employees
International Union (SEIU) and the Side Letter of Agreement with the Arroyo Grande
Police Officers’ Association (AGPOA) states that employees will pay 2.5% of the
employee’s PERS contribution rate and the City will pay the remaining percentage
(5.5% for SEIU and 6.5% for AGPOA). Therefore, the employees will be paying
approximately $156,000 of the increased cost and the City will be picking up the
remaining $66,000.

BACKGROUND:

The attached Ordinance was introduced, without modification, at the City Council
meeting of February 26, 2008. The Ordinance and contract change increases
retirement benefits for the Arroyo Grande Police safety employees to the 3% at 50
retirement plan and 2.5% at 55 retirement plan for Police non-safety and local
miscellaneous employees. This modification will be effective June 27, 2008.

As discussed at the February 26, 2008 City Council Meeting, the City's annual
contribution rate for the Miscellaneous plan will increase by 2.350% and the Police plan
will increase by 5.103%. In addition, the employee contribution rate for the
Miscellaneous group will increase from 7% to 8%.
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ANALYSIS OF ISSUES:

This action implements provision 16.1A of the current MOU between the SEIU and the
City of Arroyo Grande and provision 4.4A of the current Side Letter of Agreement with the
AGPOA and the City. Currently, the PERS 2% at age 55-retirement plan is provided for
miscellaneous members, with the City paying the 7% employee contribution for PERS
retirement. Effective June 27, 2008, the 2.5% at 55 PERS retirement plan will be provided
to miscellaneous members with the employee contribution rate increasing to 8%. The
employees will pay 2.5% of the employee contribution rate with the City paying the
remaining 5.5%. Government Code Section 20474 requires a secret ballot election by the
employees affected whenever the contract is amended to provide a benefit that changes
the employees’ rate of contribution, in this case the miscellaneous empioyee rate is
increasing from 7% to 8%. The election was held on March 13, 2008 with 100% approval
of those who voted.

The PERS 3% at age 55-retirement plan is currently provided for police members, with the
City paying the 9% employee contribution for PERS retirement. Effective June 27, 2008,
the 3% at 50 PERS retirement plan will be provided to police members. The employees
will pay 2.5% of the employee contribution rate with the City paying the remaining 6.5%.

ALTERNATIVES:
The following alternatives are provided for City Council consideration:

- Adopting an Ordinance to amend the PERS contract;

- Do not adopt the Ordinance, which would require staff to renegotiate the
approved MOU with SEIU and the AGPOA;

- Provide direction to staff.

ADVANTAGES:

By approving the recommended enhanced benefits, the City will be honoring the
agreement reached with the respective unions. In addition, the enhanced benefits will
make the City more competitive with the surrounding cities when recruiting new
employees. This change makes the City’s retirement benefit plans consistent with the
majority of Cities in the County and is being implemented with minimal cost to the City
since employees will pay the largest share of the cost.

DISADVANTAGES:

The only disadvantage identified in relation to this recommendation is an increased cost
to the City and employees.

ENVIRONMENTAL REVIEW:
No environmental review is required for this item.
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PUBLIC NOTIFICATION AND COMMENTS:

The Agenda was posted in front of City Hall on Thursday, March 20, 2008. The Agenda
and report were posted on the City’s website on Friday, March 21, 2008. No public
comments were received.



ORDINANCE NO.

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY
OF ARROYO GRANDE AUTHORIZING AN AMENDMENT
TO THE CONTRACT BETWEEN THE CITY AND THE
BOARD OF ADMINISTRATION OF THE CALIFORNIA
PUBLIC EMPLOYEES’ RETIREMENT SYSTEM FOR
LOCAL MISCELLANEOUS MEMBERS AND LOCAL
POLICE MEMBERS

WHEREAS, the City of Arroyo Grande, County of San Luis Obispo, State of California
(“City"}) is duly authorized and existing under the laws of said State; and

WHEREAS, the City of Arroyo Grande has contracted with the Board of Administration
of the California Public Employees’ Retirement System to provide retirement benefits to
the employees; and

WHEREAS, the City of Arroyo Grande wishes to adopt the provisions of Section
21354 .4 (2.5% @ 55 Full and Modified formula) for local miscellanecus members.

WHEREAS, the City of Arroyo Grande wishes to adopt the provisions of Section
21362.2 (3% @ 50 Modified formula) for local police members.

NOW, THEREFORE, BE IT ORDAINED, by the City Council of the City of Arroyo
Grande, as follows:

1. That an amendment to the contract between the City Council of the City of
Arroyo Grande and the Board of Administration, California Public Employees’
Retirement System is hereby authorized, a copy of said amendment being
attached hereto, marked “Exhibit’, and by such reference made a part hereof as
though herein set out in full.

2. The Mayor of the City of Arroyo Grande is hereby authorized, empowered, and
directed to execute said amendment for and on behalf of said City.

3. This Ordinance shall take effect on April 26, 2008.

4. A summary of this Ordinance shall be published in a newspaper published and
circulated in the City of Arroyo Grande at least five (5) days prior to the City
Council meeting at which the proposed Ordinance is to be adopted. A certified
copy of the full text of the proposed Ordinance shall be posted in the office of the
City Clerk. Within fifteen (15) days after adoption of the Ordinance, the summary
with the names of those City Council members voting for and against the
Ordinance shall be published again, and the City Clerk shall post a certified copy
of the full text of such adopted Ordinance.
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On motion of Council Member , seconded by Council Member
and on the following roll call vote, to wit:

AYES:
NOES:
ABSENT:

the foregoing Ordinance was passed and adopted this day of 2008.
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TONY FERRARA, MAYOR

ATTEST:

KELLY WETMORE, CITY CLERK

APPROVED AS TO CONTENT:

STEVEN ADAMS, CITY MANAGER

APPROVED AS TO FORM:

TIMOTHY J. CARMEL, CITY ATTORNEY






