
For Council Meeting of Jaunary 6, 2009 

COUNCIL AGENDA REPORT 

January 6, 2009 

TO: City Council 

FROM: City Manager 
Prepared by: Assistant City Manager 

SUBJECT: A RESOLUTION OF INTENTION AND AN ORDINANCE AUTHORIZING AN 
AMENDMENT TO THE CONTRACT BETWEEN THE CITY COUNCIL OF 
THE CITY OF SANTA MARIA AND THE BOARD OF ADMINISTRATION OF 
THE CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM FOR 
SECTION 21362.2 (3% @ 50 FULL FORMULA) FOR LOCAL FIRE 
MEMBERS AND A RESOLUTION APPROVING A WAGE AND BENEFIT 
PACKAGE FOR THE PUBLIC SAFETY MANAGERS 

RECOMMENDATION: 

That the City Council take the following action: 

1. Adopt a Resolution of Intention approving an amendment to the contract between the 
Board of Administration ofthe California Public Employees' Retirement System and the 
City Council of the City of Santa Maria; 

2. Introduce and approve the first reading of an Ordinance authorizing an amendment to 
the contract between the City Council of the City of Santa Maria and the Board of 
Administration of the California Public Employees' Retirement System, and authorize 
staff to bring back the Ordinance for adoption on February 3, 2009; and 

3. Adopt a Resolution approving a wage and benefit package for the Public Safety 
Managers. 

BACKGROUND: 

This agenda report addresses two issues that require City Council action: 1) the 3% @ 50 
California Public Employees' Retirement System (CaIPERS) retirement benefit that's 
applicable to all sworn fire fighting personnel (including those in the Public Safety 
Manager's group); and 2) the wage and benefit package for the Public Safety Managers. 

3% @ 50 CalPERS Retirement Benefit 
In early 2008, the City concluded negotiations with the Santa Maria Fire Fighters Union 
(Local 2020). As part of the ratified agreement approved by the City Council, the City 
agreed to amend its contract with CalPERS to provide the 3% @ 50 retirement benefit. 
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This benefit is similar to the enhanced retirement benefit the City Council provided the 
sworn police officers back in 2000. 

In September 2008, the California Legislature passed and the Governor signed into law, 
Senate Bill 1123 (SB1123) which sets forth new provisions for local agencies to follow prior 
to providing CalPERS retirement benefit enhancements. Among those provisions, SB1123 
requires local agencies to have an actual Actuary present at the City Council meeting when 
Council is deliberating on such enhancements as well as requiring the item to be on the 
regular business portion ofthe agenda. There is also the requirement that the local agency 
have a valid cost analysis upon adoption of the Resolution of Intention. Staff just recently 
received the necessary paperwork from CalPERS along with the cost analysis to initiate 
this benefit option, and is bringing it forward for Council's consideration at this time. 

Currently, all City of Santa Maria fire fighting personnel receive the 3% @ 55 CalPERS 
retirement benefit. The 3% @ 50 formula is an enhanced retirement benefit similar to the 
current 3% @ 55 formula, except that the retirement age for eligible employees is five 
years sooner - at age 50. To be eligible for service retirement, an eligible employee must 
be at least age 50 and have five years of CalPERS credited service. 

Public Safety Managers Wage and Benefit Package 
Back in 2003, the Santa Maria Association of City Management Employees (the bargaining 
group that represented full-time management and confidential employees, including public 
safety managers [police and fire]) initiated a petition to decertify their association in an 
effort to represent themselves as two distinct groups of employees (public safety managers 
and non-pUblic safety managers) in informal discussions with the City Manager over 
wages, hours, and other terms and conditions of employment. This request was granted 
back in 2003 and since then, the City has set forth annually through the resolution process, 
wage and benefit packages for the Public Safety Managers. 

DISCUSSION 

3% @ 50 CalPERS Retirement Benefit 
The City of Santa Maria has contracted with the California Public Employees' Retirement 
System for retirement benefits for its safety and general employees since the mid-sixties. 
Over the years, the City has amended its retirement benefit structure to reflect changes as 
negotiated during the meet-and-confer process with each bargaining group. 

Back on July 1, 2003, the Santa Maria City Council agreed to implement the 3% @ 55 
CalPERS retirement benefit for fire fighting personnel prior to the end ofthe 2004 calendar 
year. In early 2008, as part of the ratified agreement between the City Council and the 
local fire fighters union, the City once again agreed to amend its contract with CalPERS to 
provide an enhanced retirement plan - the 3% @ 50 retirement benefit. 

The 3% @ 50 retirement benefit is a monthly retirement allowance determined by a 
formula that takes into consideration an employee's age at retirement, years of service 
credit and final compensation. The basic benefit is three percent offinal compensation for 
each year of credited service upon retirement at age 50. This allowance is limited to 90 
percent of final compensation. 



Attached to this agenda item is a Resolution of Intention and an Ordinance amending the 
contract between CalPERS and the City as it relates to this benefit change. This item is 
being submitted for Council's consideration as necessitated by Government Code Section 
7507. Also, pursuant to S81123, an Actuary from CalPERS will be in attendance at the 
City Council meeting should Councilmembers have any questions regarding the cost of this 
benefit enhancement. 

Public Safety Managers Wage and Benefit Package 
The City uses a number of indices to determine compensation for its employees; salary 
surveys, consumer price index data, local market data, comparisons with other bargaining 
groups, recruitment and retention issues, previously negotiated contracts, and the City's 
current financial condition and ability to pay negotiated compensation increases - just to 
name a few. Staff has shared with the City Council in closed session some of the above 
information and the City Council has provided staff with parameters for this group of 
employees. 

The City Manager and Assistant City Manager recently entered into informal discussions 
with the public safety managers (police and fire managers) in an effort to assemble a wage 
and benefit package to be brought forward for Council's consideration. During these 
discussions, the State and local economy were the primary topics of discussion and the 
negative fiscal impact the economy is having on City finances. The public safety managers 
were informed that, because of the downturn in the State and local economy, the City 
Council was not in a position to provide the necessary compensation increases afforded in 
years past and that salary ranges would not be adjusted according to the results of the 
salary survey. 

Each year the City Council adopts a wage and benefit package for the Public Safety 
Managers that clearly delineates all of the benefits afforded this group of employees. As 
opposed to represented employee groups that have a Memorandum of Understanding 
(MOU) to refer to for their benefit information, these employees refer to the aforementioned 
wage and benefit resolution. This year, the only substantive changes in the wage and 
benefit package that's being brought forward for Council's consideration are a 2.86 percent 
salary increase for police managers, an adjustment to the salary survey procedure to more 
accurately reflect the cost of the EPMC benefit, and a cost-neutral amendment to the 
vacation cash-out provision. Since the fire managers will be the recipient of the 3% @ 50 
CalPERS retirement enhancement, they will forego any salary increase in lieu of this 
benefit. While slight changes to other benefit and work-rules are being recommended in 
order to achieve uniform administration of benefit and working conditions, they are not 
substantive in nature. 

Fiscal Considerations 

The City requested and received a contract amendment cost analysis, conducted by the 
CalPERS Actuarial and Employer Services Division on this plan amendment. The cost 
analysis valuation is available for review in the City Manager's Office. 

According to CaIPERS, the change in the present value of benefits for this benefit 
enhancement is $1,252,622 and the change in accrued liability is $1,316,503, resulting in 



an employer rate increase of 5.285 percent. Consequently, the future annual cost of this 
proposed retirement enhancement, based on the 5.285 percent of current payroll, is 
estimated to be approximately $168,300 in today's dollars. This cost is consistent to the 
amount staff had anticipated and consistent with the parameters set forth by the City 
Council. 

As with other retirement enhancements, the fire fighters' union paid for this benefit by 
foregoing any salary increase in 2009 and agreed to include the value of this benefit in 
future salary surveys. 

Aside from the CalPERS retirement enhancement, the direct fiscal impact of the wage and 
benefit package for the Public Safety Managers for the remainder of this fiscal year is 
roughly $18,300, which will be financed through general fund reserves. 

Impact to the Community 
Overall, public safety services will continue to be provided by these dedicated employees 
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]~DJ. AYDON 
Assistant City Manager 

SB 1123 Requirements 
Pursuant to SB 1123, the below party has an understanding of the current and future costs 
of the aforementioned 3% @ 50 retirement benefit as determined by an Actuary and as set 
forth above in the Fiscal Impact Section of this Agenda Report. 

City Manager 




