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SUBJECT:   Notice of Intention to Amend the CalPERS Contract to Provide 
20475 (Different Level of Benefits) and Section 21363.1 (3% @ 55 Full 
Formula) Applicable to Local Safety Members Entering Membership for the 
First Time in a Safety Classification. 
 
BACKGROUND 
The City of Sunnyvale and the Public Safety Officers Association (PSOA) 
negotiated a new Memorandum of Understanding (MOU) and contract 
extension last Spring. PSOA ratified the agreement and the City Council 
approved the MOU on April 26, 2011.  The MOU included an agreement by the 
City and Association to implement a second tier retirement plan, Public Safety 
3% @ 55, for all newly hired sworn/safety employees.  It was further agreed 
that all PSOA employees will contribute a percentage of the employee 
contribution rate beginning with one percent (1%) in FY 2011/12 and gradually 
increasing in one percent (1%) increments to a total of three percent (3%) in FY 
2012/13.  The employee’s payment of the agreed upon employee contribution 
shall be made on a pre-tax basis by payroll deductions pursuant to IRC Section 
414(h)(2). 
 
Additionally, on May 1, 2009, the City Council approved a four-year contract 
(expires June 30, 2013) with employees represented by the Public Safety 
Managers Association (PSMA).  The PSMA agreement supported the concept of 
a two-tiered retirement plan for future Safety employees and indicated if a 
future MOU with the PSOA included the adoption of a two-tier retirement plan, 
that plan will also include PSMA.   
 
Prior to implementing a second tier retirement plan, CalPERS contract 
amendment procedures require the City to request an actuarial report to 
determine the impact upon future annual costs.  Once the actuarial report is 
received we move forward with City Council action to approve the resolutions 
and ordinance amendment.  Based on the actuarial report, the employer 
contribution rate will be 30.429% of reportable earnings for local safety 
members entering membership for the first time in the safety classification 
after the effective date of this amendment to contract.  In comparison, the 
current employer contribution rate, as of July 2, 2011, is 34.700%. 
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EXISTING POLICY 
Council Policy 7.3.1 - Legislative Management  
 Goal 7.3D: Maintain a quality workforce, consistent with state and 

federal laws, City Charter, and adopted policies in order to assure that 
City services are provided in an effective, efficient and high quality 
manner. 

 Policy 7.3D.1: Maintain a recruitment and selection process that 
ensures a highly competent workforce. 

 Action Statement 7.3D.1a: Maintain a competitive pay and benefit 
package for employees. 

 
DISCUSSION 
The procedures for implementing the contract amendment are established by 
state statute.  The first step in the process is for the City Council to adopt a 
Resolution of Intention and conduct the first reading of the Ordinance 
amending the contract.  Once the final Ordinance is adopted, scheduled for 
January 10, 2012, the contract amendment will go into effect thirty (30) days 
after City Council adoption.    
 
FISCAL IMPACT 
The City is already realizing savings in FY 2011/12 resulting from the July 
increase to the employee contribution that the City Council approved on April 
26, 2011. Savings of approximately $1.3 million are expected in FY 2013/14, 
which includes the one percent (1%) contribution in FY 2011/12 and the 
additional employee contribution increases from one percent (1%) to three 
percent (3%), as well as the first year of savings from the implementation of the 
two-tier pension plan.  Additionally, based on current projections, which 
consider attrition rates and salary increase assumptions, moving new Safety 
employees to the 3% @ 55 formula will result in approximately $10 million in 
savings over the 20-Year Long-Term Financial Plan.  Approximately $2 million 
savings will occur over the first ten years, and the remaining $8 million will 
occur in the final ten years.  The budgeted savings resulting from new Safety 
employees being on a lower-tier pension benefit is significant, especially in 
the latter years of the 20-year plan.   
 
PUBLIC CONTACT 
Public contact was made by posting the Council agenda on the City's official-
notice bulletin board outside City Hall, at the Sunnyvale Senior 
Center, Community Center and Department of Public Safety; and by making 
the agenda and report available at the Sunnyvale Public Library, the Office of 
the City Clerk and on the City's Web site.  
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ALTERNATIVES 
1. Adopt the Resolution of Intention to amend the CalPERS contract to 

provide 20475 (Different Level of Benefits) and Section 21363.1 (3% @ 55 
Full formula) applicable to Local Safety members entering membership 
for the first time in the safety classification after the effective date of this 
contract amendment; and Section 414(h)(2) of the Internal Revenue code, 
whereby employee-paid contributions are made on a pre-tax basis.  
Provide the introduction and first reading of an Ordinance of the City 
Council authorizing such amendment to the contract; and adopt the 
related resolutions.   

 
2. There are no other alternatives as the City is contractually obligated to 

provide this change in retirement formula. 
 
RECOMMENDATION 
Staff recommends approval of Alternative #1.  Adopt the Resolution of Intention 
to amend the CalPERS contract to provide 20475 (Different Level of Benefits) 
and Section 21363.1 (3% @ 55 Full formula) applicable to Local Safety 
members entering membership for the first time in the safety classification 
after the effective date of this contract amendment; and Section 414(h)(2) of the 
Internal Revenue code, whereby employee-paid contributions are made on a 
pre-tax basis.  Provide the introduction and first reading of an Ordinance of the 
City Council authorizing such amendment to the contract; and adopt the 
related resolutions.   
 
 
 
 
Reviewed by: 
 
 
Teri Silva Director, Human Resources 
Prepared by: Lisa Velasco, Human Resources Manager 
 
 
Approved by: 
 
 
Gary M. Luebbers 
City Manager 
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Attachments
A. Resolution of Intention to Approve an Amendment to Contract Between 

the Board of Administration California Public Employees’ Retirement 
System and the City Council of the City of Sunnyvale to provide for Local 
Safety Members Section 20475 (Different Level of Benefits).  Section 
21363.1 (3% @ 55 Full Formula) is applicable to Local Safety Members 
entering membership for the first time in the safety classification after 
the effective date of this amendment to contract. 

 
B. Ordinance of the City Council of the City of Sunnyvale Authorizing an 

Amendment to the Contract Between the City of Sunnyvale and the 
Board of Administration of the California Public Employees’ Retirement 
System to Provide Section 21363.1 (3% @ 55 Full Formula) for Local 
Safety Members. 

 
C. Resolution to Tax Defer Member Paid Contributions – IRC 414(h)(2) 

Employer Pick-Up for Local Safety Members. 
 
 



ATTACHMENT A 

Resolutions\HR\\PERS\Employee Cost-Sharing 

 
RESOLUTION NO. ______ 

 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY 
OF SUNNYVALE GIVING NOTICE INTENTION TO 
APPROVE AN AMENDMENT TO CONTRACT BETWEEN 
THE BOARD OF ADMINISTRATION CALIFORNIA 
PUBLIC EMPLOYEES' RETIREMENT SYSTEM AND THE 
CITY COUNCIL CITY OF SUNNYVALE 

 
WHEREAS, the Public Employees' Retirement Law permits the participation of public 

agencies and their employees in the Public Employees' Retirement System by the execution of a 
contract, and sets forth the procedure by which said public agencies may elect to subject 
themselves and their employees to amendments to said Law; and 

 

WHEREAS, one of the steps in the procedures to amend this contract is the adoption by 
the governing body of the public agency of a resolution giving notice of its intention to approve 
an amendment to said contract, which resolution shall contain a summary of the change proposed 
in said contract; and 

 

WHEREAS, the following is a statement of the proposed change:   
 

“Section 20475 (Different Level of Benefits).  Section 21363.1 (3% @ 55 Full 
formula) is applicable to local safety members entering membership for the first 
time in the safety classification after the effective date of this amendment to 
contract.” 
 

NOW, THEREFORE, BE IT RESOLVED that the governing body of the above agency 
does hereby give notice of intention to approve an amendment to the contract between said 
public agency and the Board of Administration of the Public Employees' Retirement System, a 
copy of said amendment being attached hereto, as "Exhibit A" and by this reference made a part 
hereof. 

 

 Adopted by the City Council at a regular meeting held ___________, 2011, by the 
following vote: 

 

AYES:  
NOES:  
ABSTAIN:  
ABSENT:  
 
ATTEST: APPROVED: 
  
  
____________________________________ __________________________________ 

City Clerk Mayor 
(SEAL) 
 
APPROVED AS TO FORM AND LEGALITY: 
 
 
_____________________________________ 
David E. Kahn, City Attorney 















ATTACHMENT B 

Ordinances\2011\CalPERS Amend 3% 

ORDINANCE NO.  ________ 
 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SUNNYVALE 
AUTHORIZING AN AMENDMENT TO THE CONTRACT BETWEEN THE 
CITY OF SUNNYVALE AND THE BOARD OF ADMINISTRATION OF THE 
CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM (TO 
PROVIDE SECTION 21363.1 (3% @ 55 FULL FORMULA) FOR LOCAL 
MISCELLANEOUS MEMBERS) 

 
THE CITY COUNCIL OF THE CITY OF SUNNYVALE DOES ORDAIN AS 

FOLLOWS: 
 

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

 
SECTION 2.  EXECUTION OF AMENDMENT.  The Mayor of the City of Sunnyvale is 

hereby authorized, empowered, and directed to execute the amendment for and on behalf of the 
City of Sunnyvale. 

 
SECTION 3.  EFFECTIVE DATE.  This Ordinance shall be in full force and effect thirty 

(30) days from and after the date of its adoption. 
 

SECTION 4. POSTING AND PUBLICATION.  The City Clerk is directed to cause copies 
of this ordinance to be posted in three (3) prominent places in the City of Sunnyvale and to cause 
publication of a notice once in The Sun, the official newspaper for publication of legal notices of the 
City of Sunnyvale, setting forth the date of adoption, the title of this ordinance, and a list of places 
where copies of this ordinance are posted, within fifteen (15) days after adoption of this ordinance. 

 
Introduced at a regular meeting of the City Council held on ________________, 2011, and 

adopted as an ordinance of the City of Sunnyvale at a regular meeting of the City Council held on 
________________, 2011, by the following vote:  
 
AYES:  
NOES:  
ABSTAIN:  
ABSENT:  
 
ATTEST: APPROVED: 
  
  
  
_____________________________ ____________________________ 

City Clerk Mayor 
(SEAL) 
 
APPROVED AS TO FORM AND LEGALITY: 
 
_____________________________________  



ATTACHMENT B 

Ordinances\2011\CalPERS Amend 3% 

David E. Kahn, City Attorney 


















