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COUNCIL AGENDA REPORT 

April 19, 2011 

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 TO 
PROVIDE SECTION 20475 (DIFFERENT LEVEL OF BENEFITS), SECTION 
21354 (2% @55 FULL FORMULA) AND SECTION 20037 (THREE-YEAR 
FINAL COMPENSATION) FOR LOCAL MISCELLANEOUS MEMBERS 
AND SECTION 20475 (DIFFERENT LEVEL OF BENEFITS), SECTION 
21363.1 (3%@55 FULL FORMULA) AND SECTION 20037 (THREE-YEAR 
FINAL COMPENSATION) FOR LOCAL SAFETY MEMBERS 

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; and 

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 May 17, 2011. 

BACKGROUND: 

Earlier this year, the City Council took action to implement a two-tier lower level retirement 
plan. This action was done in conjunction with the recent round of negotiations with all of 
the employee bargaining groups and the non-represented management and confidential 
employees and designed to institute a new lower level two-tier retirement plan for all new 
fUll-time and part-time employees hired after July 1, 2011. 

Over the last several months, staff has been working with representatives from the 
California Public Employees' Retirement System (CaIPERS) to assemble the required 
paperwork and documentation needed to implement these pension reform measures. The 
purpose of this agenda report provides the mechanism for the City to implement these two 
new retirement plans for sworn and non-sworn employees pursuant to CalPERS 
guidelines. 



DISCUSSION 

2% @ 55 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 late-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 January 18, 2011, the Santa Maria City Council agreed to implement the 
CalPERS 2% @ 55 three year average retirement benefit for all new general (non-sworn) 
employees hired after July 1, 2011. Existing non-sworn employees would remain under 
the established 2.7% @ 55 single highest year retirement formula. 

The new proposed 2% @ 55 three year average 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 new basic benefit provides 
for 2 percent service credit for each year of service upon retirement at age 55 and 
compensation is based on the average monthly pay rate during the last consecutive thirty
six months of employment. If the retirement is earlier than age 55, the percentage of final 
compensation decreases accordingly. 

3% @ 55 CalPERS Retirement Benefit 
Consistent with the action the City Council took with the non-sworn employees back in 
January 2011, Council also directed staff to implement the CalPERS 3% @ 55 three year 
average retirement benefit for all new sworn (public safety) employees hired after July 1, 
2011. Existing sworn employees would remain under the established 3% @ 50 single 
highest year retirement formula. 

The new proposed 3% @ 55 three year average retirement benefit is similar in 
methodology with the above 2% @ 55 retirement benefit in that the monthly retirement 
allowance is determined by a formula and takes into consideration an employee's age at 
retirement, years of service credit and final compensation. The new basic benefit provides 
for 3 percent service credit for each year of service upon retirement at age 55 and 
compensation is based on the average monthly pay rate during the last consecutive thirty
six months of employment. If the retirement is earlier than age 55, the percentage of final 
compensation decreases accordingly. 

Attached to this agenda report is a Resolution of Intention and an Ordinance amending the 
contract between CalPERS and the City as it relates to these benefit changes. This item is 
being submitted for Council's consideration as necessitated by Government Code Section 
7507. 

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



According to CaIPERS, the City's contribution rate will be 14.811 percent of reportable 
earnings for general (non-sworn) employees, 24.161 percent of reportable earnings for 
(sworn) police employees, and 22.062 percent of reportable earnings for (sworn) fire 
employees entering membership for the first time in their respective classification with the 
City after the effective date of this amendment. Furthermore, when comparing the first tier 
rates with the new lower level second tier rates, the City's contribution rates will decrease 
2.9 percent for general employees, 3.2 percent for police employees, and 3.7 percent for 
fire employees. In addition, while there will be no change to the sworn employees' 
contribution rate of 9 percent, the new general employees' contribution rate affected by this 
amendment will be 7 percent of reportable earnings after the effective date of the 
amendment. 

Impact to the Community: 
Overall, ity services will continue to be provided by these dedicated employees with no 
decreas in th level of service to the public. 

'jARD J HAYDON 
Assistant City Manager 


