SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM

MEMORANDUM
LEGAL DIVISION
DATE: August 4,2008
TO: The Board of Administration

FROM: Elaine W, Reagan, General Counsel

SUBJECT: August Legal Services Report

I LEGAL PROJECTS

Biennial Review and Amendment of Conflict of Interest Code: SDCERS is required o
review and amend its Conflict of Interest Code by August 22, 2008. Legal is working closely
with the SDCERS’ Compliance Officer to ensure that this is accomplished within the deadline.

Board Charters, Policies, Resolutions and Rules: lLegal continues to work on updating and
revising of the Board Rules and is on track for completion of this project as part of the FY09
Action Plan. The “new and improved” version of the rules book is in process of being
distributed to the Trustees and staff. Legal will then continue to update the book as new
revisions are approved by the Board.

Overpavments/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 resolved and reported to the Board. Ms. Jacobs
is currently working on 25 cases, the majority of which are under $5,000.

1L LEGISLATIVE BEVELOPMENTS

Waterfall Ordinance: Article 4, Division 15 of the Municipal Code, otherwise known as the
“Waterfall” sets forth the requirements for payment of the 13™ check, Corbett, COLA and
Supplemental COLA benefits. On July 21, 2008, the City Council passed Version A of an
ordinance to amend Division 15 and eliminate the concept of surpius undistributed earnings as a
source of paying benefits outlined in the Waterfall. Second reading of the ordinance is currently
scheduled for September 2, 2008. The passage of this ordinance will bring the plan document
into harmony with SDCERS’ current practice of including these benefits as actuarial liabilities to
be paid out of plan assets but will not otherwise change the way SDCERS has paid the benefits
in past years.
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Drop Interest Crediting: On July 9, 2008, the House passed H.R.6382, the Pension Protection
Technical Corrections Act of 2008, Included in that bill was a provision providing that for
governmental plans, a rate of return or method of crediting interest established pursuant to any
provision of Federal, State or local law, including any administrative role or policy adopted in
accordance with such law, would be treated as a market rate of return and a permissible method
of crediting interest. It also provides that it will take effect as if included in the provisions of the
Pension Protection Act of 2006 (PPA). The bill was received in the Senate on July 10, 2008. If
passed, this Act would allow SDCERS to set a rate of return for crediting of DROP interest by an
administrative process pursuant to the local Municipal Code. Staff will continue to monitor this
Act and advise you of further developments.

State Public Agencv Legislation: Senate Bill 1696 was chaptered on 7-3-08. It prohibits any
public agency, including SDCERS, from allowing ancther party to control disclosure of
information subject to disclosure under the Political Reform Act (PRA). This would prohibit
SDCERS from entering into non-disclosure agreements if information is subject to disclosure
under the PRA. The bill also requires that any contract entered into by SDCERS that requires a
private entity to review, audit or report on any aspect of SDCERS shall be public and subject to
disclosure, unless an exception applies.

Ifl. LITIGATION

The status of all current litigation is shown in the attached chart. SDCERS filed its answer to the
MOU Effective Date litigation on July 31, 2008. On July 30, 2008, the City filed its Reply Brief
on Appeal in the Barton litigation.

IV. PUBLIC RECORDS REQUESTS
No requests for public records were received in July.
V. COMMUNITY PROPERTY AND BENEFITS

In July, Sally Nadeau, the community property/benefits legal assistant handled 62 phone calls
and met with 6 members. She filed 3 joinders with the court. She reviewed 11 Domestic
Relations Orders, 20 Judgments and Marital Settlement Agreements, and 50 member files. She
sent 60 letters and e-mails to members, outside counsel and others, along with 3 community
property information packages, and 9 community property inquiries. She prepared 3 Indemnity
Agreements and 2 Releases. She reviewed 92 beneficiary designations for community property
issues. She examined 3 estate documents, and 2 name changes.
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VI. STAFF TRAINING AND DEVELOPMENT:

There was no staff training this month. Merlita Hilario and Cheryl Wilson will attend the
CALAPRS Disability Round Table in September. Olivia Zatarain will attend advanced training

on Word in September as well.

Attachment

LAATTY\BOARDALSDReports2008\August.doc
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