SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM

MEMORANDUM
LEGAL DIVISION
DATE: January 5, 2009
TO: The Board of Administration K ~

FROM: Elaine W. Reagan, General Counsel z

SUBJECT: January Legal Services Report

& LEGAL PROJECTS

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 FY09
Action Plan. All proposed Rules are reviewed by each member of the Executive Staff for
appropriate input prior to being brought to the Business and Governance Committee for review.

Overpayments/Underpaviments: Legal continues to work 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. We are currently working on 28 cases, the majority of which are under $10,000.

Sloan/Lopez Calculations: As a result of a settlement in the Sloan v. City of San Diego and
Lopez v. City of San Diego cases, Roxanne Story Parks is assisting Benefits Administration with
issues arising out of the need to recalculate pensionable salary for 41 canine and motorcycle
officers. Of the 41 officers involved in the litigation, 9 were not covered by the settlement
agreement because they did not fall within the time frames set forth in the agreement. Benefits
Administration has completed calculations for 29 of the 32 officers affected by the settlement
and provided that to the attorney for the members. The remaining 3 did not sign papers agreeing
to participate in the settlement. We have received additional contributions owed from 24 of the
officers and payment in the amount of $214,559.27 from the City for all 29 of the officers who
signed waivers.

In December, I met with the City’s attorneys to discuss correction of the 117 officers who
received canine or motorcycle pay during the applicable time period but who were not part of the
settlement agreement. We are asking that the City identify those officers so that SDCERS can
commence correction of their records to reflect correct pensionable salary and to ensure that
SDCERS has received correct employee and employer contributions. The City’s attorneys
contend that SDCERS should not correct the accounts of the officers not involved in the
litigation and have agreed to provide us with documentation to support that contention. I will
report further when I have received documentation from the City.
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Legal/Compliance Group Meetings: The Legal/Compliance Working Group consisting of
SDCERS’ General Counsel, Chief Compliance Officer and Internal Auditor meets weekly to
discuss cormmon issues. The 2009 Audit Pian developed in this working group was adopted by
the Board at its December meeting. Roxanne Story Parks presented the Fraud Policy for initial
review in December and we will continue to revise that policy for final presentation in February.

IL LEGISLATIVE DEVELOPMENTS

Congress has passed H.R. 7327 which contains the “fix” for the market rate of interest problem
for DROP interest crediting created by the amendment to the Pension Protection Act. HR. 7327
provides that any interest rate adopted by law or administrative rule for governmental plans will
be considered a market rate of interest. As a result, any rate of interest that the Board adopts, by
Board Rule, for DROP interest crediting will comply with federal law.

III.  LITIGATION

The status of all current litigation is shown in the attached chart. SDCERS was served with the
Italiano/MEA vs. SDCERS lawsuit on December 22, 2008. Plaintiffs are represented by Ann
Smith. Ms. Smith has stipulated to an extension of time to February 5, 2009 to file a response to
that complaint.

IV. PUBLIC RECORDS REQUESTS

During the month of December, Legal Services received two requests and responded to one for
public records. Al non-public, private and/or confidential member information was withheld or
redacted pursuant to applicable laws.

V. COMMUNITY PROPERTY AND BENEFITS

In December, Sally Nadeau, the community property and benefits legal assistant handled 48
phone calls and met with 5 members. She filed 1 joinder response. She reviewed 24 Domestic
Relations Orders, 21 Judgments and Marital Settlement Agreements, and 46 member files. She
sent 49 letters and e-mails to members, outside counsel and others, along with 3 community
property information packages, and 15 community property inquiry letters. She also prepared 8
member indemnity agreements and 2 releases of interest and reviewed 138 beneficiary
designations for community property issues.

She reviewed and approved 1 power of attorney. She reviewed 3 death benefit matters with
operations staff, and prepared 3 Probate Declarations. She reviewed 3 name changes. She
worked on 1 member files in preparation for disability hearings before adjudicators, and helped
prepare 5 disability files to pass on to outside counsel.
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VI, STAFF TRAINING AND DEVELOPMENT
None.

Attachment
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