SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM
MEMORANDUM

LEGAL DIVISION
DATE: July 3, 2008
TO: The Board of Administration
7
FROM: Elaine W. Reagan, General Counsel

SUBJECT: July Legal Services Report

I LEGAL PROJECTS

Form 700 Filings: lLegal staff has worked closely with Investments to assist
SDCERS' investment consultants with questions relating to the filing of their assuming
office, leaving office and annuai Statement of Economic Interest forms (Form 700).
Legal has also conducted research to determine what, if any, requirements there are
under the Political Reform Act that SDCERS' consultants be designated on SDCERS
Conflict of Interest Code as Form 700 filers in anticipation of the biennial requirement
that SDCERS review and amend its Conflict of Interest Code.

Biennial Review and Amendment of Conflict of Interest Code: SDCERS is
required to review and amend its Conflict of Interest Code by August 22, 2008. As part
of the review and amendment process, SDCERS must ensure that its designation of
employees and officers is current and complete. in her capacity as SDCERS’ Form 700
llaison, Lynette Belle attended a Workshop presented by the City Clerk’s office on June
24, 2008, to discuss all the necessary guidelines for overseeing the code update
process. Legal will be working closely with the SDCERS’ Compliance Officer to ensure
that this is accomplished within the deadline.

Board Charters, Policies, Resolutions and Rules: Legal continues to work on
updating and revising of the Board Rules and is on track for completion of this project as
part of the FY(Q9 Action Plan. Olivia Zatarain is diligently working with Robyn Bullard in
Member Services on the recent revisions and our “new and improved look” for the rules
book. We hope to have a current version of the rules book availabie by the end of July
and will then continue to update the book as new revisions are approved by the Board.

Overpayments/Underpayments: The Board recently passed the
Overpayments and Underpayments Policies. Sheila Jacobs is working closely with
Benefits Administration, Finance and the Internal Auditor to ensure that all mistakes in
member calculations resulting in overpayments and underpayments are promptly
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resolved and reported to the Board. Ms. Jacobs is currently working on 25 cases, the
majority of which are under $5,000.

il LITIGATION

The status of all current litigation is shown in the attached chart, with the highlights of
any important developments reported here as well.

In the MOU Effective Date litigation (City vs. SDCERS, Case No.: 37-2007-00077604-
CU-MC-CTL), the City has filed its amended complaint naming two individuals (a
current firefighter and a recent retiree) as representatives of the classes of employees
who might be affected by the litigation. The city has stated a separate cause of action
for declaratory relief against SDCERS seeking an order that SDCERS is required to
administer the plan in accordance with the 2005 MOUs.

We have received written notice under the Government Tort Claims Act that Judie
ltaliano, the MEA, Garry Collins, Harry Eastus, James “Bill’ Farrar and the POA are
asserting claims against SDCERS for breach of contract, breach of pension
agreements, negligence, breach of fiduciary duty, misrepresentation and, in the case of
Italiano/MEA, deprivation of due process. The claimants are seeking specific

performance and/or damages, including damages for emotional distress and attorney’s
fees.

. PUBLIC RECORDS REQUESTS

In June, Legal Services division received two and responded to one request for public
records. All non-public, private and/or confidential member information was withheld or
redacted pursuant to applicable laws. Sheila Jacobs manages the public records project
with the assistance of Merlita Hilario.

V. COMMUNITY PROPERTY AND BENEFITS

In June, the community property/benefits legal assistant handled 95 phone calls and
met with 16 members. She filed 6 joinders, and responded to 2 requests for
information. She reviewed 9 Domestic Relations Orders, 12 Judgments and Marital
Settlement Agreements, and 56 member files. She sent 67 letters and e-mails to
members, outside counsel and others, along with 6 community property information
packages, and 14 community property inquiries. She prepared 5 Indemnity Agreements
and 1 Release. She reviewed 87 beneficiary designations for community property
issues. She examined 3 estate documents, and approved 3 support garnishments. She
handled 6 FTB liens.



July Legal Services Report
July 3, 2008
Page 3

V. STAFF TRAINING AND DEVELOPMENT:

| attended the CALAPRS Attorney Round Table in Oakland on May 30, 2008. The
topics presented were Legislation on lran Divestment, DROP implementation and Tax
Issues; FTB Requests for Information and IRS treatment of disability benefits. The
Round Table was most interesting and | received valuable information by attending. |
also presented information to the group on the IRS guidelines for collection of
overpaymenis and underpayments which was well received. The general consensus
was that SDCERS is once again at the forefront of addressing these types of issues.
The systems attending the Round Table, who are just beginning to wrestle with their
own overpayments policies, requested copies of SDCERS’ policies for their review.

On May 14, 2008 Sally Nadeau attended a training session presented by Roxanne
Parks on Required Minimum Distributions and DROP payments. The information she
received in this training session will help Sally when assisting members with questions
invelving the impact of divorce on the member’'s retirement benefits.

During the week of June 23", Sheila Jacobs attended the NAPPA Conference in
Boston. The conference inciuded presentations on correction of errors, an overview of
best practices in fund governance, ethical responsibilities of outside counsel, the impact
of USERRA on retirement benefits and an update on litigation involving pension
systems.

Attachment

LAATTYABOARDILSDReportsi2008\July.doc
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