
§24.1500 	 Elimination of "Surplus Earnings" 

It is the intent of this Division that the concept of "Surplus Earnings" be 

eliminated and that liabilities associated with any benefit transfers from system 

assets be reflected in the system's liabilities and included in the actuarial 

calculation of the Annual Required City Contribution~ 

§24.1501 	 Investment Earnings Received 

Investment Earnings Received shall be d rrtt\!2-ed on a casb;basis, except that 

Investment Earnings Received Shal)l:1:':be.jncreasei!L:or decreased by:~Jlll'iount of 
-':' :;.~ :- -. , .'- -	 ' : ':'.­

__ ...0._.. >-,,,',_ 	 , 
:--.~--:-- ~--- -'< -': ---'..:: 

the annual amortization ofpurchase disc()~tso~~pre~iums on intefest-bearing 

investments earned in ac~:rdance with generalltaccepted accounting principles 
\:",>--'<"~ -	 '-'- - :.=-> 

-Y,/, " - -'~~-_-__ 

~ -- -, -": ',- -.-..'-, --= --. - . - ,',- ~ -=->:-- -- .. 

for financial reporting purposes. Nbsubsequent cha~ges in the method of 
. ~ ~ ~-~'--_--:--;<"_ ,~l ' 

"<:-, ,_~$,>- ----:::~::-_:-"_~:?- -:-;'_.·_..·'''v:"~!-' 
accounting for the Retirement Systei!il' shallaffecfthe determination ofInvestment 

..:;::;.~< __::::',:. -<--_<_<~~;,_:_::v» 

Earni:qgg·.Receiv~d.···.·. 
~lj;~~;i¢;;i:>-:-~:_:>_ 

::,,::':,-	 --- ." 

§24.1502 	 TransfersM;:ade Fr:l}Jpjlnvestment1Earnings 
'~"':-=-'_-:-'.:-·.,-_·e- -" <::,,:;;~~:-<--,>~ >< >.-. "<' - ,,' 


" ,- <<:<:---~ ~- - ',' -':-,««- -::>-".... 


(a):<T;hefOll~~gamountsShall be transferred from Investment Earnings: 

,'" -.. ' 

(1) . >Au amqiint sufficient to credit interest to the contribution accounts 

;.of the Members, City, Regional Airport Authority and the Unified 

Port District at an interest rate determined by the Board and 

distributed in accordance with Section 24.0904 and related Board 

rules; and 
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(2) An amount sufficient to meet the budgeted expenses and costs of 

operating the System including all personnel and services for the 

fiscal year; and 

(3) 	 An amount sufficient to provide necessary funds to pay the Annual 

Supplemental Benefit (13th Check) to QUi~J1~~d Retirees, pursuant 
" . .~<o 

to the provisions and conditions s~t£0rt.lt in Section 24.1503. If, at 

the time of the annual determin~ti~:m, theairrount determined by the 
".;~;" \",',', '-', 

",:i/'::::':"" ,-, ~"2<, <-:":~:~::"::: 

formula as set forth inS'ection 24.1503(b)( 4) isles~)han $100,000, 

no supplemental b~"il.ei:Hs:~i1l bep~; in that fiscal y~llf. and the 
....... 


amount d~termined by the fo~ttla in Section 24.1503(b)( 4) will be 
'2i;l,v ,'" 

carried fOrWrira;ig:,~nsuing years urit!:lsucR time as the amount to 
";:"':" " "<:~'~'::':-<':':::<'--'-:---':;'-" '-:::::~:~-:':::-

be provided for:this b~l1efitas.dete;rrrfined by the formula set forth 

lu'Section 24.1503.~)(4) for thl{year and the amount carried 
v:; 

forward from prior years:~s $100,000 or more; and 

;:-u,J"(;U.UVI.lin ""U.U,",L,",UL to increase the Base Retirement Benefit by 

7% for~llrefired City employees and Beneficiaries who are 
, 	 ,,' 

·.6overecCby the Corbett Settlement. 

(A) 	 The right to receive this increase each year will accrue 

monthly. But, the increase will be paid annually when the 

Annual Supplemental Benefit (13th check) is normally 

distributed. The increase will be paid, on a prorated basis, 

to the Beneficiary or estate of any retiree who dies during 

the fiscal year but before the annual payment is made. 
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(5) An amount sufficient to credit interest to the reserves created for 

the Supplemental COLA as set forth in this Division. 

(b) 	 At the beginning of each fiscal year, the Board will credit all remaining 

Investment Earnings to the Reserves for Employer Contributions, for the 

sole and exclusive purpose of reducing Retirem~1f,§ystem liability. 

(c) 	 In any fiscal year where insufficient InvestfuenbEarnings exist to provide 

for the transfers to member accounts11:~sl!ant to sJbsection (a)(l), or the 
, ' -;-"'"~,r,,,;>,_ 

transfers specified in subsectiool1.s (a)(2),gr (a)(4) ofthisSection~;these 
i'~;:~~ccC >;\ . ... .... ...:' 

transfers shall instead be made frolll othetciP'Propriate plan.assets as 

determined by thed3oard. 
'Y~~~'_ ­

,- , ,'- ,-,,< ~ : , 	 , 

§24.1503 Annual Supplemental Bene,r5Q~atification a~c:l:netermination 
~ 4 

The purposea,~mintent of this se2tt:~tis to prq.Jide necessary guidelines for 
<_ -__ ~ c ,., - "',t',': : '; '_ ,-: ,_ .:: , -__ ~'_ 

effeGtliltini~}he pa)'fuent of Annual Supplemental Benefits set forth in Section 

~02(a)(3),tIXa)itlenii~¥;~a·defining those retirees qualified to receive 
- ,- ':?::'.-, ~:_ -',< '.:: ~_-:,o "'_'" 

such beI1efit,and (bJ'establishing a method for determining the amount of the 
' ~: : , : , " ,: _ . ',,' 

o ~ \',' _ - -,',' \ __ 

annual suppl~ntal b~nefit. 

(aY 	 For thr::purpose of identifying those retirees who shall be deemed 

q lfied to receive the Annual Supplemental Benefit established in this 
,,; 

Section, the following criteria shall apply: 

(1) 	 The retiree must have completed a minimum of ten (10) years 

Creditable Service as a Member of the System in order to be 

qualified; 
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(2) The retiree must be on the retirement payroll for the month of 

October of any year in which benefits are to be paid except as 

provided otherwise in Section 3 of this ordinance for the first 

year's distribution; 

(3) 	 Qualified Retirees shall be limited to the(~ijpwing classes: 
:;: ..:'-'-- 'f\~: 

(A) 	 Retired General and Safety!'M.ep:I'\:)ers; 

(B) 	 Retired Unified POI1~i'&:t?et Membe¥~;.and 
_<, 	 h,,:', 

(C) 	 Special Cla~'s~:Sa:fety Merrliolers who are receivfr¥g,i!:fixed 

monthly retirementq')~fits; ~d 
" 	 . ',- " ~ 

(D) SU~~tlrSOf(a), (b) and(6)J:thove,1eceiving monthly 
"- ..-,,, .. ,, 	 .- --," 

'P" --',.'."''''''''_"'''_ ',', 

pensions fromt1i~~st@1, pr@iVided such members had met 
<:'.>- '._- -', 

minimum(X)~tinuous s~ice requirement in subsection 

Class Safety Members who are receiving 

fluctU",ting lJilonthly retirement benefits, and the survivors ofboth 

.<classes '~hall not be eligible for participation in the annual 


. supplemental benefit program established by this Article. 


e5c) 	 For the sole purpose of establishing eligibility for the 
:;;-~' 

Supplemental COLA described in Section 24.1504, Qualified 

Retirees may include those retirees with less than ten (10) years 

creditable service, including those who are receiving an industrial 

disability retirement from the System, those who have (10) years 
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of continuous service with the System, survivors of Special Class 

Safety Members who are receiving fluctuating monthly retirement 

benefits, and survivors of special death benefit recipients. 

(b) 	 F or the purpose of determining the amount of the supplemental benefit 

payment to Qualified Retirees, the following proq~~~ shall apply: 

(1) 	 The Retirement Administrator eacl1t~earshall identify all Qualified 

Retirees on the retirement uu.'V;J.vu 

(2) 	 The Retirement A~~strator shall then determirre:thenumber of 
'",.,.',',,-. ----­

years of creditable servic6posseSsedBy each Qualified Retiree 

identifiedffiL above. 
" 

(3) 

:a.i'ided together totletermine thec'total sum of Qualified creditable 

yeai~;· 

±:net()talsu,~t;f.}f.@:\Ptllified creditable years shall then be divided 

into~~prodpct ofa formula that consists of Investment Earnings 

as defined in Section 24.1501 less the sum of the amounts 

~specified in Section 24.1502(a)(1), (a)(2), and (a)(3) to arrive at a 

per annum dollar value for each creditable year; provided, 

however, that in no event shall the per annum dollar value exceed 

$30 (thirty dollars) except for those General Members who retired 

between January 8, 1982 and June 30, 1985, who shallbe entitled 

to a per annum value not to exceed $45 (forty-five dollars). 
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Notwithstanding the preceding paragraph, and effective Fiscal 

Year 1997, Qualified Retirees who retired on or before October 6, 

1980, but after December 31, 1971, will receive $60 (sixty dollars) 

per year of service and Qualified Retirees who retired on or before 

December 31, 1971, will receive $75 (seventy-five dollars) per 

year of service. 

(5) The per annum dollar value h~ilthen be 1111.tltiplied by each 
Y,"~ 

supplemental ",,",U.'-'J.H 

followingN ovember. 
;~t 

i;~j 

(6) the supplemental 

benefits of sunri:vors#clec~a§etl<Qualified Retirees, as defined in 

,:')e(~u{;m 24.1503(a);shall be d~terrnined in the same ratio as their 

monthly benefit received by their 

}":,,' 

The supplei:hental benefit of a survivor of a Qualified Special Class 
~~~: 

Safety Retiree shall be determined by allocating to the surviving 

spouse fifty percent (50%) ofthe qualified creditable years issued 

to the deceased Member. 

(c) The Board shall promulgate necessary rules to effectuate the provisions 

and intent of this Article. 

§24.1504 Supplemental COLA Program 
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The purpose of the Supplemental COLA Program is to increase the retirement 

benefit of certain Qualified Retirees as defined in Section 24.1503 by an amount 

sufficient to insure that their benefit as of July 1, 1998, when combined with their 

Annual Supplemental Benefit as defined in Section 24.1503, is at a level 

equivalent to seventy-five percent (75%) of the present value oftheir Base 

Retirement Benefit. The amount of increase under this Section, however, shall not 

exceed fifty percent (50%) of the Qualified R6firee's benefit in effect as of July 1, 
>~ " 

~~~~~~::~:.;"~:~~:,,"~ 

1998. For purposes of this section, the B;ase Refirement Benefi{is the full monthly 

Retirement Allowance received u~BffT:etirement. benefit in effect:[; July 1, 

1998, is the benefit as defined in Section Section 24.0403 or Section 

24.0405, as adjusted by bdfldhe~Cost of Living A4.j.ustmqnt defined in Section 
/ ~ ... , 	 .'. ,;:~., 

24.1505 and the Annual Supp~,em"entaLBenefit, defilled in Section 24.1503 . .,~ 	 , ' " ,~ 

(a) 	 Pafftil6ipatil)nin the Supplemental COLA Program shall be limited to 

"{;,~,, ,,<..: .:. 
;,A • Qualified Retirees as defined in,Section 24.1503 or their survivors, 

includi1l'g:speci.al de~~b~fit recipients, who: 
'~. 	 ! 

(1) '. Retired>cit.t~'before June 30, 1982; and (2) Received a retirement 

;a1lowati~e on July 1, 1998, which, as determined by the System's 

;~Actuary, was at a level less than the equivalent of 75% ofthe 
/t~< 

present value of their Base Retirement Benefit when combined 

with their Annual Supplemental Benefit as defmed in Section 

24.1503. 

(b) 	 The amount to be paid as the Supplemental COLA benefit shall be 

calculated in accordance with the following procedures: 
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(1) The System's Actuary shall determine the factor necessary to 

calculate the equivalent of75% of the present value of the 

Qualified Retiree's Base Retirement Benefit. This calculation shall 

be based on the Cost of Living Index as shown by the Bureau of 

Labor Statistics Consumer Price Index, Ullited States - All items, 

for each applicable Fiscal Year. 

(2) 	 The above factor shall be times:the Qualified Retiree's 

benefit in effect July 1, as defined above,:b;utnot including 

the Annual SUPPl~~~t~tBenefit,>tP::~~termine the ~ount ofthe 

increase required under the SUf>plemental COLA Program. 
~~>'"" 	 '" . 

(3) 	 The amounto£the;ifkrease to the Qual1Ned Retiree's Base 

Retirement Benefit ~~erthe'Sitp.p;remental COLA Program shall 

" 	 " ., 

ll()fexceed 50% of:the Qualified Retiree's benefit in effect as of 
, 

July'l, 1998. 

{4) increase to the Qualified Retiree's Base 

Retirerrient'*Benefit under the Supplemental COLA Program shall 
~~ 

<~' 

start in January, 1999, retroactive to July 1, 1998, with an amount 

for the months of July through December 1998 added to an 

increased January Retirement Allowance, and then monthly 

thereafter. 

(5) 	 The increase to the Qualified Retiree's Base Retirement Benefit 

calculated under the Supplemental COLA Program shall be paid to 
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the Qualified Retiree or his or her survivor for life or until the 

Reserve established to pay this supplemental benefit is depleted. 

(6) 	 The Qualified Retiree's Retirement Allowance as increased by the 

Supplemental COLA Program shall be adjusted each July 1 

thereafter in accordance with Sections 24;:~i:§05 and 24.1506. 
-;::"'-«<"~:;O~_ 

'~>, 

(c) 	 A reserve created by the Board pursuantt~~§ection 24.1502~ 

shall be used to pay for the Supplemental;90LA bqtefit as follows: 

(1) 
, .' ~ 

($35,000,000) from Undi~tribute~E~inings for the Fiscal Year 

(2) Benefit paymen:ts undertlleSupplem,ental COLA Program shall be 
":ii-	 c!l:~ 

accounted for sep:;lra:f~iy and cqarged against this Reserve . 
• A _ , " - - ;;~,.-, 

The R~serve shall beccre¢it with interest annually, if sufficient 

accordance with Section 24.0904 and 

relate~Board rules. 

(4) 	 Benefifpayments under the Supplemental COLA Program shall 

;cease at such time as the Reserve is depleted. 

Cd) 	 Reevaluation . 
.;;~,-

(1) 	 The System's Actuary shall conduct an annual evaluation of the 

Reserve to determine the feasibility of expanding the Supplemental 

COLA Program to including additional retirees and their survivors, 

Attacnment 2 
-pAGE 9 OF 12­



additional Funds in the Reserve or the recalculation of benefits 

annually. 

(2) 	 Prior to April 30th of each Fiscal Year, representatives ofthe City 

Manager's office, the Retirement Administrator, and 

representatives of eligible retired memb~~iCERS, may meet to 
~ ,.,;~> 

consider any recalculation ofbenefit~;~®y increase in the number 

of Qualified Retirees or 

Reserve created to 

factors for "', .....,,,......."'. 

(A) 	 otl:l1o!,e retirees previously set at the 

Qf:~~~e retirees previously capped at 

not previously eligible for the 

Supplemental COLA Program who now meet the necessary 

criteria; 
,~;: 

The amount of the Annual Supplemental Benefit to be 

combined with the benefit in effect July 1, 1999, or as part 

of the Base Retirement Benefit. 

§24.1505 Cost of Living Adjustment Effective Date and Maximum Annual Change 

(a) 	 The Board shall before July 1, 1971 and before each July 1 thereafter 

detennine whether there has been an increase or decrease in the cost of 
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living as provided in this section. Excepting those special class safety 

members whose retirement allowances are based upon 112 the amount of 

the current salary of their retired rank, every person receiving a monthly 

retirement allowance from this system on June 30, 1971 and each June 30 

thereafter shall, on andlor effective July 1, 1971 and each July 1 thereafter, 

have his or her monthly retirement allowance'then being received 

increased or decreased by that percenti~e determ~ned by the Board to 

approximate the nearest 111 Oth rHM''' .. percent of the pe:r:fentage of annual 

increase or decrease in the,e~sfm living which has occurredbef~een the 

two previous January firsts, as show-n'by the Bureau of Labor Statistics 

Consumer Price 1ti4ex,:United States -- Al1:items:"Such change, however, 

shall not exceed 2.0%'Fer yeat>~ano decre.ase shall reduce the monthly 

retir~~~ta110wance be10w the amou:Qtbeing received by any person on 

'i;~~hreeffective~date of his or her retirement or the effective date of the 
~~.. .' 

'living increa~e.or decrease in any year which is not met by the maximum 

annuarchange~f 2.0% in allowances shall be accumulated to be met by 

increase,or decreases in allowances in future years. 

(b) 	 ~g:~~f~owance of all persons who retired from the 1981 Plan shall be 

adjusted each July 1, following the third anniversary of the 

commencement of the allowance. The adjustment shall be equal to 50% of 

the change in the all Urban Consumer Price Index for the San Diego 
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area all items, except that such adjustment shall not exceed 10% 

annually. No adjustment shall reduce the allowance below the amount 

originally granted. 

§24.1506 	 Cost of Living Adjustment Program Shared Between Employer and 
Members 

(a) 	 The cost of any anticipated cost of living increas~ill'a11owances which is 

based upon services rendered after Jul,%<I{197i,shall be shared equally 
'''\~:~> "'--<::-~;~-:---~-. 

between the employer and the cOll~'iltt~l1g Member,~\Vith the individual 

member's contributions bas(:l!l'UPon his ~ her age at his otllernearest 
./;?".••s:: •..• ,.... 	 '::':: 

birthday at time of entrance into th~:~t:ti~eIIl~nt System. .; 

(b) 	 Commencing and until adju~eq by the Board upon the 

recommendation ,.""".rr,,,, contrihqi;ion requirements of 
'~/ 

Mem1:iej;s;as contained and 24.0302, respectively, plus 

;0{~~urviving SP:C.:Hlse contributic):l1s as contained in Section 24.0521, shall be 
.:t. c'''.,-<u.' <-» ~~~:-: 


~-:<::-::>-~-~>-. - '{::'>"',' "". ~/ ~ 


incn::asoo'h.o/'aS.o/ij:in·.acldition, the contribution requirement for those 
- '. - --: ~-::. ,'::' - .-,- <:~: -::- ::"- <v'. . __" 

v./ _,'v. 

'·:··.'Membersspecified therein who are active members on or after June 30, 
',,' ,',---,',', " '-, 

1985,:3na11 be iij.creased by 20%. These "cost ofliving contributions" will 
.' J,;"< 

be separately totaled upon the retirement of Members after July 1, 1971. 
(> 

_,-2~~' 

§24.1507: repealeg'in its entirety. 
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