Pursuant to an order of the San Francisco Superior Court,
portions of one subsection of Proposition B have been stricken
from the original text of Proposition B as proposed by
Proposition B’s proponents. The stricken language would have
prohibited any increase in the cost of bargained compensation
for five years for those employees covered by a court’'s judgment
if a court issued a final judgment determining that any portion of

Proposition B could not be enforced.
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CHARTER AMENDMENT REQUIRING CITY EMPLOYEES TO CONTRIBUTE
ADDITIONAL AMOQUNTS TO FUND THEIR PENSIONS AND MEDICAL
COSTS, TO PRESERVE VITAL CITY SERVICES AND TO SUSTAIN THE
RETIREMENT AND HEALTH SERVICE SYSTEMS

Note: Additions are irafics, Thines New Roman, single under{ined.

Be it ordained by the People of the City and Counly of San Francisco that:

The Peopie of the City and County of San Francisco hersby enact “The
Sustainable City Employee Benefits Reform Act,” to ensure that the City's
retirement and heatith serx;lice systems are properly funded and that the City’s
annual costs are balanced with reasonable City employee contributions to their
retirement and health plans,

Section 1: FINDINGS

The City's cost of pension fund contributions and health insurance for.
active and retired employees has increased by 85% over the past five years,
from $419 million in fiscal year 2004-2005 to a budgeted $776 million for fiscal
year 2009-2010. These costs come at a time when the City is facing substantial
budge’t deficits. In 2010, the City faced a $522 million budget shortfall, and is
expected to face large deficits in coming vears,

The City’s cost of pension fund contributions and health insurance for
active and retired employees is projected to exceed §1.1 billion by fiscal year
2012-2013. These costs will significantly impair the City’s ability to prévide basic
services to its residents such as police and fire services, street repair and
cleaning, park and recreational facilities, and medical care fqrfth%‘j,r.}gi?g?;m” .
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At the same time, the City currently has an unfunded actuarially accrued
liability for retiree health insurance reported at $4 billion. The reported actual
cost estimate for full funding of the liability was $431 million for the year ending
fiscal yeaf 2008-2009, of which only $120 million was actually paid in that year
for premiums of current retirees. This means that the City’s retiree heaith care
liability grew by over $300 million in that year, and Is likely to grow by even larger
amounts in the future.

The cost of the City’s share of pension benefits for City employees is |
projected to rise from 5% of salary in fiscal year 2008-2009 o more than 19% of
salary in fiscal year 2012-2013. Currently, City employees pay beiween 0 - 7.5%
of their salaries into the pension fund . For fiscal year 2010-2011, the City
- contribution is 1_3.5% of wages, representing 64% of the total contributions when
employees contribuite the full 7.5% contribution. It is anticipated that by fiscal
year 2012-2013, the City’s contribution will further increase to a minimum of 72%

of the contributions to the retirement fund. |

in 2002, voters approved a Charter Amendment which provided enhanced

benefits for uniformed ranks of police and fire. The Amendment allowed police
and fire employees to receive 90% of their highest year's compensation if they
retire at age 55 with 30 years of service, provided that any increased pension
costs of such benefits be shared by the smployses and that the City implement
_cost—sharing agreements with unions representing uniformed members of the
police and fire departments to effectuate a material reduction of the employer

contribution, subject to certain limits.




By this amendmoent, the voters find and declare that the City has failed to
achieve_a material reduction of the cost impact of employer contributions on the
City's general fund as required by the 2002 Charter Amendment.

A Further, equity requires pﬁIiCe and fire employees to absorb the additional
costs of providing retirement benefits.

In 2007, the voters enacted improvements in the City's retirement ptan‘ for
miscellaneous employees that increased the City’s cost of that plan by at least
3.5%. Although Charter section A8.525 authotizes City employees to pay up to
10% of salaries for pension benefits, miscellaneous employees pay between 0-
7.5% of salary toward their own retirement benefits.

By this amendment, the voters find and declare that equity requires
imiscellanecus employees to absorb additional costs of providing retirement
benefits. |

These amendments are intended to sfrengthen thé finances of the City
and the retirement system to ensure their sustained ability to pay promised

henefits upon retirement. These amendments do not to reduce the pension

benefits paid to refirees, or promised to current employees upon retirement,

Section 2. The San Francisco City Charter s hereby amended by adding

the following section:




A.8.490 EMPLOYEE CONTRIBUTIONS TO PENSION AND MEDICAL PLANS

{er) Notwithstanding any provision of this Charter, all active employees who are

uniformed members of the police and fire departments shall contribure 10% of each

payment of compensation from participating Retirement System employers to the

Retirement Svstem, to be credited to the individual account of the member.

(b) Notwithstanding any provision of this Charter, all active miscellaneous employvees

who are members of the Retirement System shall coniribute 9% of each payment of

compensaiton from participating Refirement System emplovers (o the Relirement Systent

fo he eredited to the individual account of the member.

{c) This section shall govern any memorandum of understanding (MOU) or coflective

bareainine agreement (CBA) behween the City and County of San Francisco (City} and

anyv enplovee organization representing actively emiploved members of the system

reached after the November 2010 general election. The City may not pay or othervise

“vick wp” anv portion of the employvee contribution fo the Retirement System,

(d) The increase in pension contributions for uniformed ranks of police and fire

departments firom a current level of 7.5% shall not exceed the increase in cost (including

amortization of increased actuarially acerued ligbility) resulting from the voters’

enhancement of police and fire relirement benefits effective January 1, 2003, For the

purnose of this paraeraph, additional cost shall be calculated for wniformed police and

fire emnloyees separately from miscellaneous employees. The calenlation shall include

both “normal’” costs and acluarially accrued tiability,

(e) In.addition, the vofers declare that, ywith respect to employer contributions for

emplovee medical care coverage, Charter sections A8,423, A8,428 (b)(2), and related




provisions concerning the “ten county survey” shall prevail over Charter seclions

A8 409 et seq, and A8.590 ef seq., and thal the emplover coniribuiion determined

prrstant fo section A8.423 shall constitite the sole contribution for medical care _made

by the City in the Health Service System for active employvees who éne members of the

sustenm, For dependents, in any MOU or CBA between the City and emplovee

orgartizations representing members of the Health Service System reached after the

Noventher 2010 peneral election, or any arvangenmerd With unrepresented officers or

emplovees, the City is authorized to pay or otherwise “pick-up™ no more than 50% of the

cost al each level of dependent coverage. The maxinim amownt of coverage for

dependents of active eniployees paid by the City in the Health Service System pursuant (o

this subsection shall be determined based upon the lowest cost plan offered by the Health

Service Systen.

O Inany MOU or CBA between the City and employee organizalions represeniing

City emplovees reached after the November 2010 seneral election, or any arrangement

with unrepresented officers or emplovees, the City may coniribute no more than 75% of

the cost of esmplovee dental coverage and 50% of dependent dental coverage.

() Except as specifically provided herein, this section shall become effective January

1, 2011, This seefion shall apply to all then current emplovee snembers of the Refirement

and Health Service Svstems, as well as to employees hired on or afler passage; provided,

however, that any adiustiments to the medical plan rate charged to emplovees resulfing

from this provision shall be made in comjunction with a regularly scheduled open

enrollment period. To the extent any provision of this section is contrary lo the terms of a

MOU or CBA executed on or before November 2, 2010 between a participating employver




and o recognized employee organization, any increased employee contribution lo the

refirement system or for medical care shall become effective for employees covered by

such MOU or CBA immediately upon expiration of such MOU or CBA.

(1} In any arbitration involving employees of the City and County of San Francisco

under Charter section A.8.400-4 or A8.590-3, the arbitrator shall be bound by the gbove

provisions. In addition, the arbitrator shall make specific findings regarding the actual

annnal costs to the City of pension, health and retiree health benefits attributable fo

employees at issue for each year of the prior agreement and projected costs for each vear

of the successor aereement, In determining weges and other forms of compensation

pupsuant fo this section, the arbitrator shall consider as increased compensation any

increase in the cost of pension, health and retiree health contributions paid or projected

to be paid by the City. Compliance with this provision shall be mandatory.

(i) It is the express intent of the voters that employers participating in_the Heulth

Service Svsiem and Retirement Svstem, as well as active emplovess who are members of

those systems, each pay an equitable share of pension and medical care costs. Wath

~pespect-to-City-cmplovecs—shontd-a-eomri-ofconpeteni-frurisdictionrender-e-findt—

be-norincrease-inthe-cost-ofbarsained-compensation-fortperiod-of-five-years-cfter-thg—
nenorandi-olunderstandinein-offact-as-of-November2—2010-

covering-emplovees-eovered-by-swehindement. I notwithsianding the voters’ intent, an

arbitrator awards an increase in weases-ci-other-osonemiie benefits for employees nunder

section A8, 409-4 or A8.590-5, or the City is otherwise compelled fo negotiate or arbifrate

wase-er-benefit increases, such lircreases shall be presented 1o the voters for approval




before they may become effective, for a period of five veqars after the expiration of any

memorandum of understanding in effect as of November 2, 2010 covering such

employees.

Section 3: Severability. This Charter Amendment shail be interpreted so
as to be consistent with all federal and state laws, rules, and regulations. If any
section, sub-section, sentence, or clause (“portion”) of this Amendment is held to
be invalid or unconstitutional by a final judgment of a court, such Jdecision shall
hot affect the validity of the remaining portions of this Amendment. The voters
hereby declare that this Amendment, and each portion of the Amendment, would
have been adopted irrespsctive of whether any one or more portions of the
Amendment are found Invalid. If any portion of this Amendment is held invalid as
applied to any person, circumstance, employee or category of employee, such
invalidity shall not affect any application of this Amendment which can be given
effect. If any portion of the Amendment is held invalid as to existing employess,
it shall not affect its application to employees hired after the effective date of this
measure. This Amendment shall be broadly construed {o achieve its stated
purposes. tis the intent‘ of the voters that the provisions of this Amendiment be
interpreted or implemented in a manner that facllitates the purposes set forth

hersin.

Section 4: Effective date. Except as specifically set forth in the text, this

Charter Amendment shall be effective January 1, 2011.






